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EXECUTIVE SUMMARY 
 
Context. Uzbekistan is the most populous country in Central Asia, abundant in resources, and 
with a strong agricultural base. It faces transition and development challenges. The progress of 
macroeconomic, structural, and institutional reforms has been mixed. While significant 
macroeconomic adjustment has taken place since 2000, the state continues to wield significant 
control over a broad spectrum of economic activities. Efficiency of investment lags behind that 
of some other countries in the region. Enhancing efficiency and productivity growth will require 
reinvigorating structural reforms in key sectors.  
 
Economic Performance. The economy has grown at an average of 4.8% since 1996, with 
Gross Domestic Product (GDP) growth accelerating to 7.7% in 2004, according to official 
estimates. However, job creation has been slow. Poverty incidence remained at around 26% 
from 2000 to 2003 and concentrated in rural areas. Growth has not yet reduced poverty 
because new, better-paying, private sector jobs for the poor in the formal sector are limited. The 
business environment is a major constraint on private sector development (PSD). Reform 
priorities should include reducing the costs to private enterprises of operating in the formal 
economy and stimulating their competitiveness. Financial sector transition is key to sustained 
private sector-led economic growth. However, despite some progress in this area, significant 
distortions remain and financial transparency, particularly in state-owned banks, is lacking. In 
2005, the authorities issued a number of decrees to improve the business environment. 
Successful implementation of these decrees will be important in moving the reform agenda 
forward. 
 
Prospects for Reducing Non-Income Poverty. Progress on social indicators has been mixed. 
Uzbekistan has already achieved universal basic education with no gender gaps but quality is a 
concern. Uzbekistan is likely to meet the under-5 mortality Millennium Development Goal (MDG), 
but meeting the maternal mortality goal will require better policies and more resources. The gap 
in sustainable access to safe drinking water can be closed, but the Government will need to 
target rural areas, where the deficit is wider than in urban areas.  
 
Governance and Institutional Capacity. The policy measures needed to attain MDGs relevant 
to the country vary from goal to goal. However, a common thread is improved governance. 
Uzbekistan faces a number of challenges: moving toward less centralized and more 
participative policy-making, improving incentives and performance in the civil service, increasing 
transparency and accountability in public management, and enlarging the role of the media and 
civil society in reflecting communities’ needs.  
 
Uzbekistan’s Poverty Reduction Strategy. Known as the Interim Welfare Improvement 
Strategy Paper (I-WISP), the strategy document identifies four pillars for reducing poverty 
incidence to 20% by 2010: (i) high growth rates by maintaining macroeconomic stability and 
accelerating structural reforms, (ii) human development and social protection, (iii) reduced 
interregional inequalities in living standards, and (iv) better social protection. To achieve the 
national poverty reduction target, sustained high GDP growth needs to be matched with greater 
focus on the pattern of growth. The I-WISP sets a GDP growth target of 8.0–8.5% for 2007–
2010. Although Uzbekistan did see a growth spurt in 2004–2005, maintaining high growth rates 
will be challenging, requiring a boost in both the level and the efficiency of investment. 
 
Lessons from the Past Country Strategy. ADB has been providing development assistance 
to Uzbekistan since 1996. ADB’s last country operational strategy (COS) for Uzbekistan was 
prepared in 2000. Key lessons learned include the following: (i) Focus on interventions that 
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enhance the chances of the poor participating in and benefiting from the economic growth 
process. (ii) Realistically identify a critical mass of policy reforms and the time frame to advance 
the transition. (iii) Adopt a results orientation with monitorable indicators linked to ADB 
interventions. (iv) Pay more attention to building the public sector’s capacity to implement PSD 
reforms. (v) Selectively prioritize limited resources for higher development impact. (vi) 
Undertake a series of linked rather than broadly spread projects and technical assistance (TA) 
interventions. (vii) Mitigate potential sources of project startup delays.  
 
2006–2010 ADB Country Strategy. Based on the constraints on transition and development 
identified during country strategy and program (CSP) preparation, the Government’s 
development vision as reflected in the I-WISP, the lessons learned from ADB’s operations, and 
the application of a framework for selecting areas of engagement, the new CSP will help 
promote pro-poor growth by pursuing the following strategic priorities: 
 

(i) Accelerate environmentally sustainable rural development by supporting (a) 
agricultural productivity and growth, specifically market-oriented agricultural 
policies, improved land and water use management, and land administration 
reform; (b) private rural enterprises and rural finance; and (c) rural infrastructure 
and services. 

(ii) Enable PSD by (a) enhancing public sector capacity for pro-PSD reforms, by 
building an effective regulatory management system; (b) focusing on specific 
aspects of the business environment affecting competition, including redesigning 
the competition policy framework; (c) helping the authorities refine industrial 
policy so that it does not hinder competition or increase the regulatory burden; (d) 
helping the Government strengthen the institutional framework for privatization to 
make the process more transparent; and (e) catalyzing private domestic and 
foreign investment through ADB’s private sector operations.  

(iii) Promote regional cooperation by helping develop regional transport corridors and 
customs transit to reduce physical and economic distance to intra- and 
interregional markets. 

(iv) Build the human capital of the poor by improving access to early childhood 
development services and quality basic education.  

 
ADB’s 2006–2008 Program. This CSP envisages combined annual lending from the Asian 
Development Fund (ADF) and Ordinary Capital Resources (OCR) of about $100 million, based 
on Uzbekistan’s debt repayment capacity, absorptive capacity, and portfolio performance. 
Depending on the Government’s success in achieving intermediate results agreed to herein as 
well as its portfolio performance, the lending envelope could be augmented with additional OCR 
resources. Overseas development assistance loan and grant cofinancing and opportunities for 
commercial cofinancing and guarantees will be sought for appropriate projects. The track record 
on reform suggests continued caution in providing policy-based lending. Nonlending assistance 
is expected to be about $2 million per year. 
 
About 71% of lending (and 62% of the number of projects) will be for rural development, 
including support for the rural private sector, followed by human development and regional 
cooperation (13% each), and energy (3%). With regard to the advisory TA, about 40% of 
resources will be allocated to rural development, 33% to PSD, 18% to human development, and 
the balance to regional cooperation. Governance and institutional development are cross-cutting 
issues embedded in all ADB interventions. 
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Risks. Risks could come from (i) policy slippage in economic management; (ii) insufficient 
country ownership of the Welfare Improvement Strategy Paper (WISP) and gaps in its 
implementation arrangements; (iii) an underdeveloped civil society that could give rise to 
political and governance risks to effective program implementation; (iv) regional frictions caused 
by countries’ perceptions of conflicting national interests; and (v) external trade shocks.  
 
Monitoring and Evaluation (M&E) for Results. This CSP is anchored in a results framework 
that will help improve selectivity by linking (i) the overall goals of the I-WISP and long-term 
country outcomes; (ii) the opportunities for and constraints on achieving those outcomes; (iii) 
CSP strategic priorities; (iv) medium-term CSP outcomes and intermediate milestones directly 
impacted by ADB interventions in each CSP strategic priority area; and (v) ADB interventions, 
ongoing and proposed, to support expected CSP outcomes.  
 
There are several challenges to developing and implementing an M&E framework to underpin 
the CSP, most importantly a highly restricted information environment. The I-WISP is grafted 
onto this system. It includes an assortment of indicators, many focusing on inputs rather than 
outcomes. ADB will work with the Government, the World Bank, and other external development 
partners in ensuring that the WISP M&E system has an outcome focus. ADB will also engage 
the Uzbek authorities and other stakeholders in regular and systematic M&E of the CSP and 
update it as necessary. To monitor progress in resolving outstanding portfolio issues, a results-
oriented portfolio performance framework will be pursued.  
 



 



 

 

I. CURRENT DEVELOPMENT TRENDS AND ISSUES 

A. Development Context 

1. Uzbekistan is the most populous country in Central Asia, with 26 million people, and the 
second largest economy (gross domestic product [GDP] of about $12 billion) after Kazakhstan. 
It is centrally located, bordering all the other states in the region: Kazakhstan, the Kyrgyz 
Republic, Tajikistan, and Turkmenistan. Uzbekistan also borders Afghanistan in the south. 
Uzbekistan has abundant resources, with a strong agricultural base and self-sufficiency in 
hydrocarbons and minerals. 
 
2. Uzbekistan faces economic transition1 and development challenges. The progress of 
macroeconomic, structural, and institutional reforms, in terms of coherence and effective 
implementation, has been mixed. Since 2000, the economy has undergone significant 
macroeconomic adjustment. The contrasting level of coherence in formulating and implementing 
complementary structural and institutional reforms, especially for private sector development 
(PSD), is at the core of Uzbekistan’s unfinished transition agenda. Progress in transition as 
measured by European Bank for Reconstruction and Development (EBRD) indicators shows 
several areas of reform backlog, including governance and enterprise restructuring, the financial 
sector, and trade reform,2 attributable in no small measure to strong state control over a broad 
spectrum of economic activities. The development challenges of improving the efficiency and 
effectiveness of using productive factors are linked with progress in transition. Uzbekistan’s 
efficiency of investment, as measured by the average incremental capital–output ratio (ICOR), 
lags behind some other countries in the region.3 Structural reforms in key sectors to reduce the 
role of the state and increase competition will improve the use of productive factors. 
 
3. The Asian Development Bank (ADB) has been providing development assistance to 
Uzbekistan since 1996. ADB’s last country operational strategy (COS) for Uzbekistan was 
prepared in 2000. 4  Since then, the Uzbek authorities have developed the Interim Welfare 
Improvement Strategy Paper (I-WISP), the precursor of the national poverty reduction strategy 
paper. ADB’s corporate objectives have been enhanced and need to be reflected in the country 
strategy: (i) ADB’s commitment in 2002 to help developing member countries achieve prioritized 
Millennium Development Goals (MDGs) (Appendix 1, Table A1.1); and (ii) ADB’s enhanced 
poverty reduction strategy5, that requires that all new country strategy and programs (CSPs) 
have a results orientation that links the constraints on poverty reduction identified in poverty 
assessments with the proposed program, desired outputs, and expected outcomes. This CSP 

                                                 
1  The main components of the transition agenda can be identified as macroeconomic adjustment; liberalization of 

domestic and foreign markets, including facilitation of new private sector entry; enterprise restructuring and 
privatization; and institution-building. A range of policy options ensues when these components are matched with 
the associated qualifiers of speed, sequencing, comprehensiveness, and intensity. Some changes must be done 
quickly and completed simultaneously, others will require time, and a third set of measures falls in between, with a 
policy choice of moving forward faster or more slowly. Within this more nuanced framework, what matters is not so 
much whether transition is rapid or gradual but whether the strategy is coherent and credible, with appropriate 
attention to sequencing (Van Brabant, Jozef M. 1998. The Political Economy of Transition. London: Routledge 
Studies of Societies in Transition).  

2  The transition indicators range from 1 to 4+, with 1 representing little or no change from a rigid and centrally 
planned economy, and 4+ representing the standards of an industrialized market economy. Areas of reform 
backlog are those where the transition score is 2.5 or less on a scale of 1 (low) to 4+ (European Bank for 
Reconstruction and Development. Transition Report 2005. London). 

3 Uzbekistan’s average ICOR in 1996–2003 was 7.2 compared with around 4.0 for Kazakhstan, the Kyrgyz Republic, 
and Tajikistan since the end of their transition recessions (World Bank. 2005. Republic of Uzbekistan Public 
Expenditure Review. Washington, DC).  

4 ADB. 2000. Country Operation Strategy for Uzbekistan. Manila. 
5 ADB. 2004. Review of Asian Development Bank’s Poverty Reduction Strategy. Manila.  
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aims to align ADB’s country operations to the evolving national poverty reduction framework and 
to ADB’s own enhanced corporate objectives. 
 
B. Economic Growth 

4. Recent Growth Developments. Following an estimated 18% decline in output in 1991–
1996, Uzbekistan’s economy grew by 1.6% in 1996. Since then, GDP growth has averaged 
4.8%, accelerating in 2004 to 7.7%, according to official estimates (Appendix 1, Table A1.2).  
 

Table 1: Growth Rate, Share in GDP, and Contribution to GDP Growth by Sector 
 

Sector  Average 2000–2004 
Growth rate 5.9 
Share in GDP 33.4 

Agriculture 

Share in GDP growth 36.3 
Growth rate 3.1 
Share in GDP 17.1 

Industry 
  

Share in GDP growth 13.4 
Growth rate 4.9 
Share in GDP 49.5 

Trade and other servicesa 

Share in GDP growth 50.4 
GDPb Growth rate 4.8 
GDP = gross domestic product. 
a Residual sectors comprising transport and communications, construction, trade, and other services. 
b GDP at market price. 
Source: Uzbek authorities, International Monetary Fund. 

 

5. GDP Sectoral Decomposition. The factors underpinning growth on the production side 
have changed in recent years, but agriculture has been a consistent performer, contributing 
36% to GDP growth during 2000–2004 (Table 1). Services have contributed 50% but the trade 
subsector did contract in 2002. The contribution of industry has remained modest 
notwithstanding the Government’s activist industrial policy that has channeled a significant 
share of investment resources to the sector.  
 
6. Demand Decomposition. The factors underpinning growth on the demand side have 
also changed, with growth over the last 2 years fueled by net exports. The recent export boom 
has been boosted by both commodity (cotton and gold) and non-commodity exports (textiles, 
machinery, chemicals, ferrous and nonferrous metals). Private consumption has remained flat 
(real consumption per capita has declined) while investment has picked up slightly. The average 
investment rate over 2000–2004 was 21.4%, with an uptick in 2004. Public investment has been 
declining, especially since 2002, and stands at around 8% of GDP. Foreign direct investment 
inflows picked up in 2004 but still constitute a low share of GDP (1.6%).  
 
7. Growth and Macroeconomic Adjustment. Uzbekistan has undertaken significant 
macroeconomic adjustment since 2000. Tight fiscal policies have considerably reduced budget 
and quasi-fiscal deficits; prudent external borrowing policies have improved debt indicators; and 
until 2004, tight monetary policies had reined in inflation (Box 1). 
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Box 1: Recent Macroeconomic Developments and Implications for Pro-Poor Growth 
 
Growth. For the past two years, growth has been significantly above trend because of surging exports and 
significant contribution from agriculture. Evidence that this growth has benefited the poor is weak, with real per 
capita consumption declining. The key issue is whether the acceleration can be sustained and whether growth will 
be broad-based.  
 
Fiscal Developments. Uzbekistan has undertaken appreciable expenditure-based fiscal adjustment since 1999. 
Consolidated budget expenditures fell from 40.9% of GDP in 1999 to 32.0% in 2004, with public investment 
registering the largest decline. Non-education social spending has also been affected, with falling shares in health 
care, social protection, and pensions. The adverse effects of falling social spending on living standards are to 
some extent offset by strengthened efforts to refocus it on basic education and primary health care that benefit the 
poor. Quasi-fiscal activities in the energy sector have been reduced with upward adjustment in energy tariffs. The 
adverse impact of higher tariffs on the urban poor is a concern.  
 
Debt Policy. The external debt position has improved since 2002, with the Government’s adherence to the policy 
of “zero net borrowing” for Government and Government-guaranteed debt. The external debt–GDP ratio stood at 
37.9% in 2004, down from 43.7% in 2003. A debt sustainability analysis included in the 2005 International 
Monetary Fund (IMF) Article IV Staff Report concluded that, under the baseline scenario, external and public debt 
levels are sustainable over the medium term. However, debt sustainability is vulnerable to a slowdown in growth, 
decline in export growth, and interest rates higher than in the baseline scenario.  
 
Monetary Policy. During 2004, to control monetary growth fueled by rising foreign exchange reserves, banks’ 
access to their correspondent accounts at the Central Bank was restricted, reportedly resulting in wage arrears at 
enterprises. The Central Bank has committed to ceasing this practice and allowing the market to determine the 
composition of monetary aggregates. The Government issued a decree on 5 August 2005 to regulate money 
circulation and increase the public’s access to cash.  
 
Price Developments. According to official estimates, consumer price inflation remained more or less stable at 
3.7% (end of period [eop]) in 2004 compared with 2003 and is estimated to have picked up moderately to 7.8% in 
2005.  However, IMF’s alternative estimate of the consumer price index (CPI) is 15.5% (eop) in 2004, up from its 
estimate of 7.7% in 2003 and inflation is estimated to increase to around 18% in 2005. The higher alternative 
estimate is consistent with monetary data: broad money grew by 48% in 2004 and 56% in 2005. The surge in 
inflation is likely to hurt the poor.  
 
Exchange Rate Management. In 2003, the multiple exchange rate system introduced in 1996 was dismantled, 
the exchange rate unified, and Article VIII convertibility adopted. In 2004, convertibility seemed to be working, 
according to IMF, resulting in increased availability of foreign exchange for export production. However, recently 
problems in conversion have reappeared. The nominal exchange rate adjustment over 2000–2005 has been about 
400%. 
 
External Trade. Exports grew by 31.6% in 2004, driven by favorable prices for commodity exports and volume 
increases in nontraditional exports. Import growth picked up to 27.3%. The current account surplus has been 
growing, and over the last 2 years, stood at 10% of GDP, contributing to a significant accumulation of reserves 
now estimated at 7 months of imports. A 2004 World Bank economic report argues that the Government’s efforts 
to improve the balance of payments and raise investment have come at the expense of consumption. It notes that 
the tradeoff made between accumulating reserves and using national savings for infrastructure development, 
physical and social, explains in part the paradox of why recent growth has not yet improved living standards.  
 
Source: International Monetary Fund; various reports. World Bank 2004. Uzbekistan Economic Assessment.  
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8. Growth and Employment. Job creation has been slow (2.1% over 2000–2004, 
compared with the average annual growth in working-age population of 3.2%), with the public 
sector, especially education and health services, accounting for the largest share of new jobs. 
Employment in agriculture contracted by 0.2% per annum; in industry it grew by 1.4%, and in 
services, by 2.5%. As in other developing countries, the service sector is highly diverse. The 
significant informal sector is engaged in less productive activities, suggesting that there are 
bottlenecks in labor absorption. Real wages have substantially increased, according to official 
statistics, but at alternate estimates of inflation or in US dollar terms they have not risen much.6 
Employment growth in the formal private sector will depend upon structural reforms that can 
facilitate reallocation of resources to more productive and better-paying activities. 
 
9. Potential Sources of Employment and Growth. A crucial source of private sector-led 
growth is agriculture. Making better use of the considerable agricultural potential will require 
giving farmers better incentives and more freedom to decide than under the prevailing state 
procurement system for cotton and wheat. In industry, Uzbekistan has a potential comparative 
advantage in labor-intensive light manufacturing, but realizing it will depend upon reducing 
pervasive state involvement and allowing truly private enterprises to compete on a level playing 
field. In services, development of skill-based subsectors could be facilitated by a better fit 
between the education system and labor market needs, and by a well-functioning information 
and communication technology (ICT) environment. There are also transit economy opportunities, 
given Uzbekistan’s strategic location. A prerequisite for tapping into these sources of private 
sector-led growth is an enabling business environment, with a reduction in the current high 
costs of operating in the official economy.  
 
C. Poverty 

10. Recent Trends in Poverty Incidence. Based on the household budget survey (HBS) 
data,7 poverty incidence remained at around 26% in 2000–2003. The headcount ratio declined 
from 27.5% in 2001 to 25.3% in 2002 before picking up again to 26.2% in 2003 (Appendix 3, 
section A). Most of the poor (70%) live in rural areas. Inequalities between agriculture and 
industry wages have risen even though agriculture has been a major contributor to recent 
growth. Moreover, wage arrears are more prevalent in agriculture.   
 
11. Regional Trends in Poverty. Regional patterns of poverty incidence shifted significantly 
during 2001–2003. Poverty incidence in the southern region, the country’s highest (47.4%) in 
2000–2001, declined significantly (26.4%) while it increased in Ferghana and Mirzachul in the 
eastern region. The link between regional economic performance and changes in poverty 
incidence is weak. For example, gross regional product grew at the same rate in the northern 
and central regions in 2001–2003, but poverty decreased in the northern region and increased 
in the central region. 
 
12. Changes in Non-Income Poverty Dimensions. Progress on social indicators has been 
mixed. Uzbekistan has achieved the universal basic education MDG, although the quality of 
education is a concern. Official data show that the infant mortality rate stands at 15.5 deaths per 
1,000 live births, while survey data applying international criteria indicate 62.0 deaths per 1,000 
live births.8 The maternal mortality ratio, officially estimated at 34 per 100,000 live births, has not 
improved since the mid-1990s. The incidence of communicable diseases is increasing. The 

                                                 
6 World Bank. 2003. Uzbekistan Living Standards Assessment. Washington, DC.  
7 Food poverty line based on calorific food value.  
8  ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant for the Woman and Child Health Development Project in Uzbekistan. Manila.  
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number of registered HIV/AIDS cases has doubled over the past 2 years, and tuberculosis 
incidence has risen. Table 2 summarizes progress toward the MDGs. 
 

Table 2: Progress Toward the Millennium Development Goals 
 

 
Item 

1992 or 
near 

Recent 
year 

Poverty (% of population below food poverty line) — 26.2 
School enrollment (net enrollment ratio in grades 1–9) 92.5 87.8 
Gender equality (ratio of girls to boys in primary and secondary education) 93.8 98.0 
Child mortality (under–5 child mortality rate per 1,000 live births) 51.7 24.3 
Maternal mortality ratio (per 100,000 live births) 30.1 26.9 
HIV/AIDS (infection rates per million people) 0 70.4 
Water access (% population using safe water) — 84.0 
— = not available, AIDS/HIV = acquired immune deficiency syndrome/human immunodeficiency virus. 
Source: World Bank. 2005. Growth, Poverty, and Inequality in East and Central Asia; Millennium Development 
Goals in East and Central Asia. Washington, DC.  
 
13. Characteristics of Poor Households. Poverty is related to educational attainment, 
occupation, quality of allotted land, and family size. The 2003 HBS suggests that families whose 
heads do not have secondary education are more vulnerable to poverty. Households where the 
head is employed in agriculture, in the informal sector, or in the public sector face higher-than-
average risks of poverty. Land quality is an important factor for living standards. The average 
poor household is larger than the average nonpoor household. Gender was not found to be 
significantly associated with poverty. Poverty incidence among female-headed households has 
dropped more (from 25% in 2001 to 22.2% in 2003) than in male-headed households (from 
28.0% to 27.2%). 
 
14. Working Poor. The 2003 HBS shows that 50% of the poor belong to families where the 
head is employed. An International Labour Organization (ILO) study9 notes that the number of 
working poor is high either because they have too many dependents to support, work for low 
wages, are subject to involuntary leave without pay or short hours, are paid irregularly, or 
because of some combination of these factors.  
 
15. Delivery of Services Needed by the Poor. The quality of service delivery to the poor is 
a bigger challenge than access. Access to basic education, as indicated by enrollment rates, is 
equal across income quintiles.10 In secondary education, however, enrollment rates are higher 
in the top quintile than in the bottom one. With regard to quality, reliable data are lacking on 
such crucial performance indicators as transition, attendance, and students’ learning outcomes 
in basic education. Health care service utilization rates do not reveal significant differences 
between the top and bottom quintiles. However, child and maternal health outcomes are better 
in the top quintile than in the bottom, indicating that the quality of health service delivery to the 
poor is a concern. One cause could be the skewed staff distribution, with eight times as many 
physicians posted in urban than in rural areas.11 
 
16. Mixed Progress on Poverty-related Public Expenditures. Although the overall share 
of public spending on education is the highest in the region, its composition could be made 

                                                 
9  Torm, Nina. 2003. The Nexus of Economic Growth, Employment, and Poverty During Transition: An Analysis of 

Armenia, Kazakhstan, the Kyrgyz Republic, Moldova, Tajikistan, and Uzbekistan. Geneva: International Labour 
Organization. 

10  World Bank. 2005. Growth, Poverty and Inequality: Eastern Europe and the Former Soviet Union. Washington, DC. 
11 World Bank. 2004. Project Appraisal Document on a Proposed Credit for the Health II Project to Uzbekistan. 

Washington, DC.  
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more pro-poor by focusing on improving the quality of rural basic education services. Rural 
schools lag behind urban schools in material (rooms, desk, learning materials) and human 
(qualified teachers) resources. The Government now recognizes this. The past imbalance in 
public spending, that was skewed toward senior secondary education, is being addressed under 
a new basic education reform initiative—the National Program of General School Education 
Development (NPSED) 2004–2009. Health-related expenditures, that were once biased toward 
hospital-based care, benefiting the better-off urban population, are being rebalanced toward 
primary health care. However, the poor still bear a disproportionately high share of out-of-pocket 
expenses. The Government has introduced, on a pilot basis, per capita financing of primary 
health care centers. 
 
17. Declining Social Transfers. The poor are dependent on social transfers—over 40% of 
the money income of the poorest quintile comes from this source. 12  Some administrative 
streamlining has decreased social transfers, but targeting and coverage of the poor could be 
significantly improved even if current spending levels were maintained. 
 
18. Poverty, Growth, and Employment. Overall, growth has not yet translated into poverty 
reduction, possibly because of the pattern of growth. The economy’s growth increment has not 
been redistributed broadly. Rather, aggregate demand composition has shifted from 
consumption to net exports. New, better-paying, private sector jobs for the poor are limited, as 
in other transition countries in the region. A recent World Bank study 13  notes that in the 
Commonwealth of Independent States (CIS) countries, the problem with jobs lies more in their 
quality—they are less productive and pay correspondingly little. Discouraged by the poor 
investment climate, private firms have not engaged sufficiently in finding new production niches, 
investing productively, and hiring more workers. 
 
D. Political Environment 

19. Genuine party-based political competition is regulated. Registration requirements for 
political parties limit the development of new parties and the growth of political competition, 
allowing concentration of power in the executive branch. On 26 December 2004, the third 
parliamentary elections since independence were held. A report by a limited observation 
mission fielded by the Organization for Security and Cooperation in Europe (OSCE)14 concluded 
that the elections fell short of OSCE commitments and other international standards for 
democratic elections. The Constitution guarantees citizens the right to engage in public life by 
holding rallies, meetings, and demonstrations, although in practice the exercise of this right is 
highly restricted. The Uzbek authorities are sensitive to some western media’s portrayal of the 
Andijan events as public protests resulting in civilian casualties, taking the position that they 
were instigated by criminal elements and militants. The authorities have also rejected calls by 
the United Nations (UN), European Union, OSCE, Amnesty International, and certain countries 
to hold an independent, international investigation of the events. In November 2005, the UN’s 
General Assembly Third Committee (Social, Humanitarian, Cultural) approved a draft resolution 
by which the General Assembly would strongly call on the Government to cooperate with UN 
human rights officials and grant permission to establish an international commission of inquiry 
into the incident. 
 
                                                 
12 Center for Economic Research. 2004. Quoted in Verme, Paolo. 2005. Country Poverty Analysis. Prepared for the 

Asian Development Bank.   
13 World Bank. 2005. Enhancing Job Opportunities in Eastern Europe and the Former Soviet Union. Washington, DC.  
14 Organization for Security and Cooperation in Europe, Office for Democratic Institutions and Human Rights. 2005. 

Republic of Uzbekistan Parliamentary Elections 26 December 2004. Limited Election Observation Mission Report.  
Warsaw. 
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E. Governance and Institutional Capacity 

20. Why Governance Matters. An effective governance structure facilitates poverty 
reduction by enabling the poor to participate in and benefit from the growth process. Institutional 
capacity also benefits the poor through delivery of quality services. People’s participation in 
development can improve social services. The country governance assessment15 provides a 
comprehensive analysis of the governance agenda.  
 
21. Policy Development and Coordination. Most ministries and agencies have little or no 
autonomy, authority, and thus capacity to develop policy. Public administration reforms have 
been introduced to improve the system’s efficiency and effectiveness. A presidential decree was 
issued in December 2004 reorganizing several public sector functions and rationalizing the 
government structure to eliminate duplication and reduce management overheads. These 
measures need to be complemented by efforts to strengthen the policy analysis and research 
capability of key economic ministries. 
 
22. Civil Service. The competence of officials at all levels of public administration has 
improved in recent years, but recruitment and promotion need to be more transparent and merit-
based. Uzbekistan still has no independent civil or public service commission responsible for 
recruitment and promotion standards. Corruption is significant, in part because of low pay. On a 
scale of 0 (highly corrupt) to 10 (clean), Uzbekistan scores 2.4 on Transparency International’s 
corruption perception index and its ranking has deteriorated since 2002 to 100 out of 133 
countries in terms of corruption. 
 
23. Public Financial Management. Ongoing steps to set up a single Treasury system 
constitute a major reform of Uzbekistan’s public financial management system. The single 
Treasury system will replace the myriad individual bank accounts of budget institutions. It will 
enable the Government to improve cash management, monitor budget execution, and 
strengthen debt management. This major institutional reorganization of the Ministry of Finance 
needs to be accompanied by integration of the public investment program process with the 
budget process. 
 
24. Tax Policy and Administration. The tax system is complex, includes numerous 
exemptions and privileges that make it difficult to quantify the tax base, and is subject to 
frequent ad hoc revisions. Tax administration has been improved, including through reform of 
the inspection system, but entrepreneurs are concerned that the current system does not 
respond to their interests. The Government is considering a draft revised tax code that 
proposes, inter alia, to remove special privileges and exemptions; consolidate tax rates, rules, 
and regulations; and strengthen tax administration.  
 
25. Transparency and Accountability. Progress on public information dissemination, an 
essential building block of Government accountability, has been slow. Legal provisions 
simultaneously provide for free access to information and numerous grounds for restricting such 
access, including the information category “state secrets”. This gives officials considerable 
discretion in interpretation and application. The law also guarantees public access to all laws 
and normative acts except those considered secret. Publication of official statistics meeting 
international standards of accuracy and consistency and “notice and comment” rule-making are 
among the measures the country governance assessment recommends to increase 
transparency and accountability. 

                                                 
15 Country Governance Assessment for the Republic of Uzbekistan (2005). Consultants' report prepared for the Asian 

Development Bank. Manila. See also Appendix 3, Section K. 
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26. Media and Civil Society. Although censorship has been formally abolished, self-
censorship by the media is common. Civil society organizations whose aims do not coincide 
with government objectives face difficulties. Registration and, since early 2004, re-registration 
requirements have constrained the growth of a representative nongovernment organization 
(NGO) sector. 
 
27. Governance Challenges. Thus, Uzbekistan faces a number of governance challenges: 
moving toward less centralized and more participative policy-making, improving incentives and 
performance in the civil service, increasing transparency and accountability in public financial 
management, and allowing the media and civil society to play a larger role in reflecting 
communities’ needs. 
 
F. Private Sector 

28. Private Sector Size and Structure. Getting a reliable measure of the size and structure 
of the private sector is difficult. The non-state sector produces around three quarters of the GDP, 
with farm enterprises constituting the largest subgroup, according to official statistics. However, 
as the private sector assessment (PSA)16 notes, a large part of what is officially reported as the 
non-state sector comprises enterprises in which the state holds a majority or retains control. The 
private sector has three tiers: (i) large, predominantly state-owned enterprises; (ii) a thin wedge 
of small and medium-sized enterprises (SMEs), (including state-controlled, privatized, and new 
firms); and (iii) a substantial informal sector. The PSA finds that the state is dominant even in 
SME manufacturing. SMEs in the formal sector have not significantly contributed to job creation.  
 
29. Privatization. After good progress during 1991–1997 in privatization of small-scale 
enterprises, recent progress has been slow. The actual extent of privatization is hard to gauge 
as enterprises where blocs of shares have been allocated for sale to outsiders and foreigners 
but that remain unsold, qualify as privatized enterprises. In March 2005, the Government 
announced its privatization program for 2005–2006, updating the list of enterprises to be 
privatized. 
 
30. Private Sector’s Perspective on Business Environment. The large and growing 
informal economy is explained by the high costs of doing business in the official economy. The 
private sector’s perspective on the business environment is that it is improving but key 
processes remain problematic. In surveys,17 enterprises rated the severity of impediments in the 
following order: (i) tax legislation unstable, (ii) access to cash problematic, (iii) private sector 
participants under increased pressure from public prosecutor, and (iv) regulatory restrictions 
relating to export–import operations onerous. The share of the 2003 survey respondents stating 
that they have not been investing in fixed assets is double the 2001 figure. A fifth of the survey 
respondents admitted to transferring a portion of their operational resources to the “shadow” 
economy because of business conditions. 
 
31. Industry Associations and Competition. The PSA identifies industrial associations as 
a root cause of anemic PSD. In principle, membership in associations is voluntary, and recently 
their formal powers have been curbed. In practice, their large size and market power continue to 
undermine competition from non-members. The internal structure of industrial associations 
weakens corporate governance at the level of the associations and member enterprises. 
                                                 
16 Lin Cyril and Jurgen Conrad. 2005. Private Sector Assessment for Uzbekistan. Manila. See also Appendix 3, 

section E.  
17 International Finance Corporation and (Swiss) State Secretariat for Economic Affairs (SECO). 2004 Business 

Environment in Uzbekistan as Seen by Small and Medium Businesses.  
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32. SMEs’ Access to Finance. The SME sector has difficulty accessing credit because of 
high interest rates, lack of collateral, and paucity of long-term loans. State-owned enterprises 
constitute the largest borrowing segment although their share has been declining. Banking 
sector weaknesses that the authorities plan to tackle over the next 3 years include the 
distinction between cash and non-cash transactions, and performance by commercial banks of 
functions inappropriate for financial intermediaries, including in tax collection and financial 
control. Implementation of these announced measures will raise public confidence in the 
banking system. The privatization of Asaka Bank and the National Bank of Uzbekistan for 
Foreign Economic Activities (NBU) has been on the Government’s agenda for several years. 
Recently, a presidential decree was issued, indicating the revised schedules for privatization of 
these two banks. 
 
33. In 2005, the authorities acknowledged many of the issues affecting the business 
environment by issuing a number of decrees, including changes to the tax code, reform of the 
banking sector, inspections and reporting, and curbing cash restrictions. Uzbekistan needs to 
move beyond partial reform measures and reach for a critical mass of reforms that will improve 
the business environment. This will help reduce the high costs private firms currently face to 
operate and grow in the official economy. 
 
G. Regional Cooperation  

34. Regional cooperation issues include trade, transport, and the water–energy nexus. 
 

(i) Trade. Regional demand for Uzbekistan’s exports is significant. The Russian 
Federation accounts for the largest share (47.4% of Uzbekistan’s exports and 
62.2% of its imports in 2004), followed by, among others, Central Asian 
neighbors (34.0% of exports and 21.6% of imports). Recently, President Karimov 
called for the establishment of a Central Asia common market, a laudable goal 
that will require reduction of nontariff barriers and border-related transaction 
costs. 

(ii) Transport. Regional cooperation is emerging in the transport sector. The 
Government envisions Uzbekistan as a transit country for trade between Europe 
and the rest of Central Asia and with the People's Republic of China (PRC). 
Transport costs are high, driving Uzbekistan’s quest for alternative regional 
transport routes. Within the framework of the Uzbekistan–Kyrgyzstan–PRC 
(east–west corridor) project, highways, and eventually railroads will be built 
linking Andijan (Uzbekistan) and Osh (Kyrgyz Republic) to Kashgar (PRC). Work 
is under way to improve transport corridors that will connect Uzbekistan with 
South Asia through Afghanistan, complemented by the development of internal 
regional transport corridors within Uzbekistan. 

(iii) Water–energy nexus. Progress on water–energy cooperation has been slow. 
The water–energy nexus stems from the uneven distribution of water and energy 
resources within the region, especially in the Syr Darya basin. This causes 
conflicting needs for water and the timing of its release between countries 
upstream (Kyrgyz Republic and Tajikistan) and downstream (Kazakhstan and 
Uzbekistan). Another problem for regional energy cooperation relates to 
transmission access and arises from the interdependence of these countries for 
transmission of power from one part of a country to another. Third-party and 
open access to the transmission grid is limited. These were some factors at play 
in the failure of the governments of Tajikistan and Uzbekistan to reach closure on 
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the Regional Power Trade Relations Agreement under the Regional Power 
Transmission Modernization project.18  

 
35. Thus, progress in regional cooperation has been mixed, perhaps reflecting perceptions 
among concerned countries that the distribution of costs and benefits is asymmetric. 
 
H. Environment  

36. Key Issues. Uzbekistan inherited an environment damaged by decades of 
unsustainable exploitation of its natural base, but the authorities are trying to address key 
concerns. 19  The most critical problems facing Uzbekistan, based on links to health and 
productivity risks, are the following: 
 

(i) degradation of land and water resources because of inefficient use and 
deteriorating irrigation and drainage infrastructure;  

(ii) air pollution caused by desiccation of the Aral Sea, linked to respiratory ailments 
in Karakalpakstan, high energy-use intensity, and inefficient abatement 
technologies at industrial facilities; and 

(iii) deterioration in the quality and quantity of drinking water because of pollution of 
underground water sources, inadequate maintenance, and reduced river flows. 

 
37. Environment–Poverty Link. The poor are disproportionately affected by exposure to 
environmental risks. Unemployment at the regional level is correlated with exposure to air and  
water pollution. Continued land degradation caused by salinization and waterlogging impair rural 
livelihoods, while limited access to safe drinking water is detrimental to the health of the rural 
poor. 
 
38. Capacity for Environmental Management. Stronger coordination of environmental 
policy-making and its mainstreaming with economic and financial planning structures are 
needed. The Program of Actions on Environmental Protection of the Republic of Uzbekistan for 
1999–2005 sets out the Government’s goals and targets for environmental improvement. The 
environmental information management system needs to be made more relevant for decision-
making, particularly on environmental health risks and the viability of natural resource systems. 
Environmental indicators are in Appendix 1, Table A1.4. 
 
I. Gender and Other Social Issues20 

39. Gender Gaps in Higher Education. There is no gender gap in basic education but it is 
increasing at higher levels. Girls account for around 49% of total enrollment in grades 1–9, 
indicating relative equality, but at the senior secondary level, women constitute only 35% of 
enrollments in academic lyceums. The share of women in secondary specialized (vocational) 
education has fallen from 49% to 26%—a matter of concern as female labor force participation 
is positively correlated with the level of education. 
 

                                                 
18 ADB. 2002. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Tajikistan and to the Republic of Uzbekistan for the Regional Power Transmission Modernization 
Project. Manila. 

19 Country Environmental Analysis for Uzbekistan. 2004. Consultant's report prepared for the Asian Development 
Bank. Manila. See also Appendix 3, section C. 

20 Asian Development Bank. 2005. Country Gender Assessment for Uzbekistan. Manila. See also Appendix 3, 
section I. 
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40. Maternal Health Care. Despite high attendance rates by doctors, prenatal care is poor. 
The primary cause of maternal mortality is from pregnancy and delivery complications. Maternal 
health care needs to be strengthened. Family planning programs are well established. 
Contraceptive use has risen while abortions have declined. 
 
41. Female Labor Force Participation. It is low (31%) although gender gaps in earnings 
are not significant. The proportion of women entrepreneurs is low (14%). Women have access 
to only a small part of the limited credit. The country gender assessment finds that women are 
not benefiting equally from the restructuring of shirkats (cooperative farms) into private farms 
(women represent only 4.8% of the private farmers). Women are more likely to become dekhan 
(peasant) farmers, with poor-quality plots. 
 
42. Child Labor. Uzbekistan has not ratified ILO Convention 182 to combat the worst forms 
of child labor. The Labor Code sets the minimum age for employment at 16 years, prohibits 
children under 18 years of age from working under unfavorable labor conditions, and 
establishes limited work hours for minors. Still, children have been mobilized to help harvest 
cotton. The Government has indicated that its ongoing agricultural reforms have obviated the 
need for involuntary child labor. 
 

II. THE GOVERNMENT’S DEVELOPMENT STRATEGY 

A. Development Goals and Strategy 

43. The Interim Welfare Improvement Strategy Paper (I-WISP). The I-WISP is a 
milestone in the evolving poverty reduction agenda. Covering 2005–2010, it was completed in 
early 2005 and presented to the boards of IMF and the World Bank in May 2005.21 The I-WISP 
builds on the Living Standards Strategy22 developed in 2004 with ADB technical assistance (TA). 
The full Welfare Improvement Strategy Paper (WISP) is to be completed in 2006. 
 
44. I-WISP and MDGs. The I-WISP commits to pursuing MDGs relevant to the country. 
Uzbekistan belongs to a region that has several unique features that influence what targets and 
indicators are most appropriate (Appendix 1, Table A1.1). The I-WISP provides targets and 
indicators for poverty reduction, GDP growth, and other macroeconomic aggregates. Poverty 
incidence is to be reduced from 26.2% in 2003 to 20.0% in 2010. The I-WISP targets 8.0–8.5% 
GDP growth per annum over 2007–2010. Accelerated growth is expected to be achieved by 
raising the industry sector growth rate to 11–13%, underpinned by tripling investment growth to 
12%. The authorities, however, are projecting slower agriculture sector growth of 4–5%. 
 
45. Four Pillars of I-WISP. The I-WISP identifies four pillars for reducing poverty incidence: 
 

(i) High growth rates by maintaining macroeconomic stability and 
accelerating structural reforms. GDP growth is to be accelerated through rapid 
industrialization. Key targets for maintaining macroeconomic stability include 
inflation stable at 4–5% and the share of budget revenues to GDP at 26–27%. 
The I-WISP discusses a number of structural measures to stimulate private 
investment, including tax and public expenditure management reforms, 
improvement of the financial environment, and trade liberalization.  

(ii) Human development and social protection. The quality of social services is to 
be improved, supported by a substantial increase in public spending on 

                                                 
21  Government of the Republic of Uzbekistan. 2005. Welfare Improvement Strategy Paper of the Republic of 

Uzbekistan for 2005-2010. Interim PRSP Document. (I-WISP). Tashkent.  
22 Republic of Uzbekistan. Living Standards Strategy for 2004-2006 and period up to 2010. Tashkent.  
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education, health, and social transfers. The quality of education services at all 
levels is to be increased and a number of measures will augment the physical 
and human resource base of the education system. Investment in primary health 
care will remain a priority, especially for maternal and child health. Assistance will  
target low-income families. The pension system is to be reformed.  

(iii) Reduced interregional inequalities in living standards. This pillar will target 
investments in physical and social infrastructure in lagging regions. Increasingly 
decentralized public administration will promote balanced regional development. 

(iv) Improve environment protection. Environmental protection policies and 
sustainable use of natural and biodiversity resources will be mainstreamed. 
Incentives will be improved for the sustainable use of land and water resources, 
NGOs and civil society will be involved in environmental issues, and regional 
cooperation will be enhanced in trans-border environmental issues. 

 
B. Resource Mobilization and Investment 

46. Investment Growth. The I-WISP envisages rapid growth driven by higher and more 
efficient investment. It requires investment growth to accelerate from 6.5% in 2004 to 10.0–
12.0% in 2010, but does not specify the likely sources of higher investment. The I-WISP also 
projects that over 2003–2015, the ICOR is to decline from 5.8 to 3.2. The I-WISP does not 
envisage significant additional mobilization of savings: gross saving as a share of GDP is 
projected to increase from 25% in 2004 to 26–28% in 2010. 
 
47. Financing. The I-WISP does not cost the proposed priority public actions, much less 
embed them in a consistent macroeconomic framework, or indicate sources of financing. The I-
WISP does outline a medium-term budget framework for 2005–2007, maintaining current high 
levels of social spending, especially in education. It refers to targets for revenues and for current 
expenditures for the next 3 years but provides aggregate figures only for the latter. State 
budgetary expenditures are projected to decline by 2.6% of GDP over 2005–2007, but the share 
of social expenditures is expected to be maintained. Spending shares are projected at 6.60% of 
GDP for education, 2.50% for health, 0.09% for social security, and 1.40% for social transfers. 
These social spending estimates do not take into account domestically financed centralized 
investments. 
 
C. Role of External Assistance 

48. Official net resource flows to Uzbekistan have been falling in recent years, from $294.9 
million in 2000 to $26.2 million in 2003.23 The external financing position has improved in the 
last 3 years in terms of the current account and debt servicing obligations. IMF projects that 
Uzbekistan will maintain current account surpluses over the medium term, which would indicate 
the absence of gross external financing needs.24 These projections may need to be revisited 
once the full welfare improvement strategy is prioritized and costed. This will likely entail scaling 
up of public investments, domestic resource mobilization, and official development assistance. 
 
D. ADB’s Assessment of the Government’s Development Strategy 

49. Pattern of Growth will be Key. To reduce poverty incidence to 20%, sustained high 
GDP growth needs to be matched with greater focus on the pattern of growth. The I-WISP sets 
a GDP growth target of 8.0–8.5% for 2007–2010. Although Uzbekistan did see a growth spurt in 

                                                 
23 World Bank. 2005. Global Development Finance 2005. Washington, DC.  
24 International Monetary Fund. 2005. Staff Report for the 2005 Article IV Consultation. Washington, DC.  
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2004–2005, maintaining high growth rates will be challenging, requiring both a higher level of 
investment and an improvement in its efficiency. It is unclear what the likely sources of higher 
investment (para. 46) will be, with the scope for public investment limited and foreign investors 
lukewarm. Raising the quality of investment, in terms of higher factor productivity growth and 
employment for a given rate of investment, will require removal of impediments to the 
development of a dynamic private sector that can provide new and better-paying jobs. It will also 
require ensuring greater efficiency and equity in public expenditures. 
 
50. The I-WISP recognizes the importance of PSD. However, it also proposes that 
Uzbekistan continue its activist industrial policy under the Localization Program and envisages 
the industrial sector as the main engine of growth. Targets for industrial growth are an extension 
of the Government’s interpretation of the sources of growth that has at its core the 
Government’s import-substituting industrialization strategy. Of concern is not the activist 
industrial policy per se. Productive diversification from traditional to nontraditional products, a 
developmental imperative, is more likely to take place with an industrial policy that provides an 
enabling environment for an  interactive process of strategic cooperation between the private 
and public sectors, that elicits information on business opportunities and constraints, and then 
generates policy initiatives. 25 However, such a system requires a mechanism of transparency 
and accountability. Otherwise, proactive industrial policies would favor certain firms. It is the 
absence of transparency and accountability that has inhibited the growth of genuinely private 
sector firms in Uzbekistan, especially domestic private manufacturing SMEs (para. 28), that 
could drive industrial growth. The prevailing policy of protecting domestic industries with a 
capital-intensive bias is less pro-poor than a strategy that fosters greater openness, export 
orientation, and competition. Reducing the market power of industrial associations would level 
the playing field for all private sector enterprises and encourage competition (para. 31). 
 
51. Potential for Agricultural Productivity and Growth. Agricultural productivity and rural 
development must be prioritized to reduce poverty. The I-WISP sets modest agriculture targets 
as it perceives industry as the engine of growth despite agriculture’s considerable potential. 
Uzbekistan could achieve higher-than-targeted agricultural growth and productivity if farm 
restructuring were completed and the state procurement system liberalized to allow farmers 
greater freedom to make production and marketing decisions. Rural SMEs, particularly in 
agroprocessing, could play a greater role in labor-intensive rural growth, but this would require 
linking private farmers and processors. 
 
52. Rural Infrastructure. Efficient rural infrastructure services are important to promote 
sustainable rural growth. The I-WISP recognizes that irrigation water could be used more 
efficiently, but the strategy needs to link investment in on- and off-farm irrigation with a 
liberalized state procurement system for cotton and wheat, and expand autonomous financially 
self-supporting water users’ associations to encourage farmers to use resources more efficiently. 
Improving rural access to safe water supply and electricity is also essential.  
 
53. Discussion of Key Governance Issues in the I-WISP. The full WISP should identify 
specific actions to address governance issues. The I-WISP refers in general terms to the 
Government’s commitment to strengthen governance, including in public administration, public 
financial management, corporate governance, and the legal and regulatory environment. 
However, it stops short of identifying specific governance issues to be tackled. The Government 
should acknowledge the main problems and develop specific action plans such as an 
anticorruption strategy. The full WISP should also provide details on how to deepen 
decentralization while building the capacity of local governments. 

                                                 
25 Rodrik, Dani. 2004. Industrial Policy for the Twenty-First Century. Boston: Harvard University.  
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54. Likelihood of Achieving the Millennium Development Goals. Although the I-WISP 
indicates a commitment to achieving the MDGs, it does not discuss the prospects for doing so 
or the policy and institutional efforts that will be made to this end. Meeting the income poverty 
target (Figure 1) will require sustained broad-based growth. Uzbekistan has already achieved 
universal basic education (MDG 2) with no gender gap (MDG 3). Based on official data, 
Uzbekistan is likely to meet the under-5 mortality MDG. It may meet the maternal mortality MDG 
with better policies and additional resources. MDG 6 will be challenging because, although 
policies for prevention and treatment of HIV/AIDS, tuberculosis, and malaria are in place, public 
resources are inadequate. The gap in sustainable access to safe drinking water (MDG 7) may 
be closed, but the Government will need to target rural areas, where the deficit is much wider 
than in urban areas. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

III. ADB’S DEVELOPMENT EXPERIENCE 

A. Impact of Past Assistance 

55. Objectives of the Last Country Operational Strategy. The Uzbekistan COS endorsed 
by the Board in April 2000 had an ambitious agenda: (i) enable transition and support its social 
costs; and (ii) enhance the potential for growth through regional cooperation, investment in the 
rural sector, and direct support for the private sector. It proposed involvement in eight sectors: 
agriculture, education, health and nutrition (for early childhood development [ECD]), energy, 
transport, urban social infrastructure, enterprise development, and finance. It also identified a 
number of options for private sector operations without government guarantee. Since the COS 
was endorsed by the ADB Board, there have been three CSP updates. 
 
56. COS Lacked Monitorable Indicators. Assessing the impact of assistance in the 
absence of clearly defined indicators for ADB performance is difficult, but positive results in 
some areas are evident:  
 

(i) Improvement of living standards put on the Government’s development 
agenda. The Living Standards Strategy (para. 43 and footnote 21) marked an 
important breakthrough in putting poverty reduction on the Government’s agenda. 
It also provided the basis for preparing the I-WISP. 

(ii) Moderately successful pilot reform of state procurement system in 
agriculture. Lower quotas and the introduction of a system for encashing net 
surplus under the Ak Altin Agriculture Development Project have improved 
producer incentives, though the state procurement system could be liberalized 

Figure 1: Uzbekistan: Prospects for Achieving Global Millennium Development Goals 
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further. Extension services and access to new farm machinery have improved 
yields. 

(iii) More textbooks for basic education. ADB’s Basic Education Textbook 
Development Project introduced private participation in textbook production and 
made textbooks more available to poor students through the textbook rental 
scheme. 

(iv) Strengthened framework for enterprise governance. The TA for corporate 
governance reform helped develop a decree26 that redefines the authority and 
responsibilities of (a) state trustees and trust managers in joint stock companies, 
and (b) production trade associations.  

(v) Legal and policy framework for foreign investment developed. ADB helped 
the Ministry of Justice develop a medium-term foreign investment strategy 
covering the legislative and regulatory framework, the institution and procedure 
framework, and the economic policy framework.  

(vi) Legal framework for microcredit. The Law on Credit Unions was a direct 
consequence of policy dialogue during the processing of the Small and 
Microfinance Development Project. 

 
57. Areas where ADB’s assistance has worked less well include the following: 
 

(i) Senior secondary education. ADB’s experience has been mixed. The borrower 
was primarily interested in equipment that could be procured with the loan, and 
less so in ADB’s emphasis on capacity building. 

(ii) SME credit lines. The performance of SME credit lines extended by ADB has 
been mixed, with the portfolio of two participating banks deteriorating. This 
suggests that constraints other than availability of financial resources are major 
impediments to SME development.  

(iii) Regional energy development. The Regional Power Transmission 
Modernization Project was terminated 30 months after Board approval.   

 
58. Findings of the Operations Evaluation Department (OED). OED has independently 
assessed27 ADB’s assistance program to Uzbekistan since country operations commenced in 
1996. OED found the country strategy well focused and designed to achieve ADB’s corporate 
objectives of economic growth and social development. The strategy was rated “good” in terms 
of advancing ADB’s corporate goals of promoting economic growth and social development. 
However, the report observed that the strategy had little to say on how ADB could advance 
good governance. Sector programs other than the private sector’s were rated “above average”. 
With regard to PSD, OED found that credit lines were provided before ensuring that conditions 
were in place to allow credit to work effectively. The report noted that in program implementation, 
the focus had expanded beyond the strategy’s original intentions. All projects except two were 
better than average for relevance and efficacy. The report recommended that (i) Strategy 
formulation and program management need to be improved; (ii) ADB should identify niches 
where the Government would welcome ADB playing a leading role in helping the transition to a 
market economy by strengthening the governance system; (iii) ADB should improve the 
management of the TA program and the results achieved;  (iv) ADB should become a better 
development partner by avoiding the imposition of ADB-driven conditions and taking a long-term 

                                                 
26 Presidential Decree 3202. 2003. On Measures to Radically Increase the Share and Significance of the Private 

Sector in Uzbek Economy. Tashkent. The decree, among others, provides for (i) state shareholdings of 25% or less 
to be sold through the stock market, (ii) abolition of veto rights of state trustees and managers over board decisions 
in joint stock companies, (iii) reduced interference by the production and trade associations in the operations of 
member enterprises, and (iv) reforming the processes of director appointment and managerial accountability. 

27 ADB. 2006. Country Assistance Program Evaluation for Uzbekistan. Manila.  
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view of Uzbekistan’s transition to a market economy; and (v) ADB should define a larger role of 
the Uzbekistan Resident Mission, building on its proven strengths, and revise the balance of 
resources between the Resident Mission and ADB headquarters.   
 
59. OED’s recommendations (Appendix 2) are generally supported. However, governance 
and institutional development impinge on all sectors. As such, ADB support for governance 
cannot be a “niche” or compartmentalized type activity and should be woven into project design. 
This is likely to be a more effective way of building a critical mass of changes at the sectoral 
level than a stand-alone governance strategy that could run into political hurdles.  
 
B. Portfolio Performance and Status 

60. Since 1996, ADB has approved 21 loans for 19 projects totaling $914.7 million to 
Uzbekistan. The largest share of lending went to the education sector (34.7%), followed by 
agriculture (21.3%), water supply and sanitation (15.6%), and transport (11.0%). TA amounting 
to $32.0 million for 62 projects was provided over this period. (Indicators of progress in portfolio 
performance are in Appendix 1, Tables A1.6–A1.8.) 
 
61. The portfolio experienced implementation problems in the past. A joint World Bank 
and ADB portfolio and procurement assessment28 undertaken in 2002 concluded that common 
problems impacting their respective portfolios included (i) lack of political will to carry out 
reforms; (ii) unclear ownership of projects; (iii) over-complex design and ambitious policy 
frameworks; (iv) time-consuming internal decision making procedures within Government; and 
(v) weak local project preparatory, coordination and management capacity. The review 
highlighted the problem of incompatibility of national procurement legislation and procedures 
with procurement guidelines of international financial institutions as well as problems of time-
consuming contract registration requirements and post contract approval price verification and 
negotiation. Additional portfolio implementation issues included lack of decision making 
autonomy of project implementation units, shortage of qualified staff and excessive bureaucratic 
administrative procedures.  
 
62. Improved Portfolio Performance in the Last 3 Years. The ADB portfolio presently 
comprises 15 public sector loans, including two from the Asian Development Fund (ADF) for a 
total of $633.6 million. The average age of the current portfolio is about 3.3 years. At the end of 
December 2005, the portfolio had no projects “at risk”, compared with three at the end of 2004 
and four at the end of 2002. In the last year, one project29 was terminated in July 2005, while the 
other two are now rated satisfactory in terms of development objectives and implementation 
performance. The disbursement ratio at the end of December 2005 was 20.7% compared with 
17.8% in 2004. The contract award ratio reached 26.3% compared with 23.7% in 2004. These 
ratios have steadily improved since 2002. The improved performance is a result of the 
Government’s closer supervision and monitoring of ongoing projects as well as ADB efforts in 
portfolio management and greater delegation to and follow-up by the resident mission. 
 
63. The 2005 country portfolio review concluded that while performance had improved over 
previous years there remained portfolio performance issues as follows: 
 

(i) Startup performance. The total time taken from loan approval to loan signing 
(averaging 5.2 months) and from loan signing to loan effectiveness (5.6 months) 

                                                 
28  World Bank 2003. Country Procurement Assessment Report. Washington D.C. 
29 See footnote 18.  
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remains too long, mainly because of the time taken to approve the requisite 
Government project resolutions.  

(ii) Procurement performance. Project implementation progress continues to be 
impacted by delays in the registration of contracts caused by the price verification 
exercise undertaken for each contract that in turn negatively impacts 
disbursements. Other problems include the difficulties some projects face in 
getting tender committees to meet, and some agencies’ insufficient procurement 
capacity.  

(iii) Other Project implementation performance. Several projects continue to 
experience staffing problems. Low, noncompetitive salaries continue to impede 
recruitment and retention of qualified staff. There are often delays in fielding 
consultants. 

(iv) Submission of audited project accounts and agency financial statements. 
There are often delays in submission and problems in quality of audited project 
accounts and agency financial statements. 

 
C. Conclusions and Lessons for the Country Strategy and Program 

64. Staff assessment of the 2000 COS and the subsequent CSP updates highlights the 
following lessons for the new CSP: 
 

(i) Focus on broader sharing of the benefits of growth. Since the last COS, 
more reliable information has become available about Uzbekistan’s poverty 
profile and the growth–poverty link. The benefits of growth have clearly not been 
sufficiently broadly based. Thus, it is important not only to “unlock the potential 
for growth” but also to ensure that growth creates jobs for the poor so that they  
can participate in and benefit from accelerating growth.  

(ii) Be realistic in identifying the critical mass of policy reforms and time frame 
needed for the transition. The COS’s goals were broad-brush and ambitious—
no less than managing the transition to a market economy. ADB, in coordination 
with other development partners, needs to work with the Government in 
identifying a coherent reform program with appropriate sequencing of measures.  

(iii) Link results-orientation with monitorable indicators to ADB interventions. 
Strong efforts are needed to link long-term country goals with outcomes that ADB 
can realistically be expected to achieve during the CSP period. The indicators 
used to track CSP performance should be related to ADB interventions and 
should be monitorable and integral to portfolio management and project 
administration systems.  

(iv) Recognize that supporting an enabling environment for PSD has 
implications for public sector reform. ADB assistance should aim to shift 
public administration’s approach to PSD away from controlling it to minimizing 
officials’ discretionary actions.   

(v) Systematically address governance improvement in all CSP interventions. 
Governance and institutional issues impact all sectors and is proposed to be built 
into ADB interventions. To ensure that efforts are not fragmented, the results 
matrix will be used to mainstream governance and institutional concerns.  

(vi) Be selective. This involves prioritizing limited resources for stronger  
development impact and could entail using the following criteria:  

 
(a) The sector is highly relevant to reducing poverty and creating the basis 

for more sustained and equitable growth.  
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(b) The policy and institutional environment is supportive, and the 
Government has a good track record of policy and institutional 
development in the sector.  

(c) Good potential exists for value addition by ADB taking into account 
activities of other development partners.  

(d) There is a reasonable likelihood of achieving expected outcomes and 
managing the risks of ADB involvement.  

 
Applying these criteria across existing and potential areas of ADB engagement 
yields a range of strategic choices (Table 3): (a) “do more of”—scale up existing 
engagement or plan new entry into an area because of its high relevance, 
supportive policy and institutional environment, potential value addition by ADB, 
and a reasonable likelihood of achieving expected outcomes; (b) “do less of”—
plan a phased exit from the area of engagement because of insufficient 
absorptive capacity, limited value addition, and/or the presence of other partners; 
(c) “stop doing”—plan the exit earlier rather than later because of mixed portfolio 
performance, combined with a weak policy and institutional environment; (d) “do 
not do”—do not plan entry because ADB lacks comparative advantage and other 
partners are providing assistance. 

(vii) Design a series of linked interventions. Development impact can be enhanced 
through a series of linked project and TA interventions within a sector and 
thematic area, simpler project designs, and realistic time frames. TA clusters 
could be used. 

(viii) Conditionalities in ADB assistance. Conditionalities should be relevant to the 
goals of the intervention and support the achievement of its objectives. They 
should be reasonable, mutually agreed upon, and within the Government's 
capacity to implement. 

(ix) Mitigate potential sources of startup delays in project implementation. 
Startup delays in project implementation must be reduced to ensure delivery of 
investment and TA under the CSP. 

 
Table 3: Making Choices 

 

Theme Level of Engagement 
Rural Development Take a holistic approach. 70% of the poor are from rural areas, so rural development is key to poverty 

reduction. Synergies are to be gained from linking interventions across sectors in the rural space.  
• Agricultural productivity and 

growth 
Do more. Given agriculture’s central role in the economy and significant remaining growth potential, 
deepen operations that encourage productivity.  

• Rural nonfarm enterprise 
(RNFE) development 

Do more. RNFE has forward and backward links with agriculture and can absorb labor released from 
agriculture. Conduct complementary analytical work to identify constraints on RNFE.  

• Infrastructure  
- Water supply Do more. Uzbekistan risks missing the MDG on access to safe drinking water because of inadequate 

coverage in rural areas. Access to safe water supply and sanitation services is a powerful link between 
environmental improvement and poverty reduction, with an especially strong impact on maternal and 
child health. 

- Renewable energy Start doing. Help increase rural access to energy and protect the environment. 
Urban Development Do less. Giving greater priority to rural development will mean limiting engagement in urban 

development, specifically urban social infrastructure services, where ADB has one ongoing operation. 
Participation by other development partners in municipal services is high. 
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Theme Level of Engagement 
Human Development Continue to do. Achieving MDGs will require support for critical human development subsectors, 

balancing sustainability of financing with access to affordable quality services. 
• Early childhood 

development (ECD) 
Start doing. Given ECD’s linkage with MDGs 2 and 4, and given falling preschool enrollments with the 
decline in the availability and quality of ECD’s services, invest in ECD. 

• Health (other than ECD-
related) 

Do less. Participation by other development partners is high.  

• Basic education Continue doing. The policy and investment needs in basic education are significant and ADB has a 
comparative advantage in the field. Investment focus should be on resource-poor rural schools.  

• Senior secondary 
education 

Stop doing. ADB cannot be involved in all levels of education. Its comparative advantage is in basic 
education. Experience with senior secondary education has been mixed. Focus on capital investments 
in senior secondary education may be diverting budget resources from basic education.  

• Social protection Do not do. ADB lacks comparative advantage in this field and cannot spread its resources too thinly. 
Analytical work on social protection issues, however, should be pursued.  

Regional transport and 
customs transit 

Continue doing. Consistent with ADB’s comparative advantage and the Regional Cooperation Strategy 
and Program for Central Asia, with focus on market access, reduce transaction costs to transport and 
customs transit. 

• Customs modernization Do more. Harness synergy between activities promoting facilitation of regional trade and regional 
transport.  

• Regional transport Do more. Provide assistance as part of regional transport corridor initiatives. 
Energy Hold reentry. First regional energy trade project was cancelled. Enabling environment for regional 

energy trade is a prerequisite for ADB reentry. 
Private sector development Assistance from the public and private sector windows for PSD should be complementary.  
• Public sector window  

- Governance and 
institutional support 

Do more. Support an enabling environment for SMEs and future private investment with focus on 
institutionalizing business regulatory reforms.  

- SME credit lines Do less. Hold back on new credit lines until the enabling environment for SMEs and portfolio 
performance improve.  

- Financial sector Do less until there is tangible progress on planned reforms to remove sector distortions and increase 
transparency.  

• Private sector window Do more. Help improve the investment climate, catalyze private investment flows, support privatization 
planning and specific privatization transactions.  

Public administration  Do not do. ADB lacks a comparative advantage in this field. Other external partners are active.  
Public financial 
management  

Do not do. Other external development partners are active.  

 

IV. ADB’S STRATEGY 

A. Summary of Key Transition and Development Challenges 

65. Uzbekistan’s prospects for poverty-reducing development are good but depend on 
prioritizing and implementing public actions to address key transition and development 
challenges. The link between each dimension of poverty reduction (increasing jobs and income, 
capabilities, security, and empowerment) and the main transition and development themes 
(economic growth, human and inclusive social development, governance and institutional 
development, and regional cooperation) are summarized in Table 4.  
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Table 4: Summary of Key Transition and Development Challenges 

 

 
Transition and development themes: Links with poverty reduction 

Sustainable Economic Growth Human Capital and Social 
Development 

Governance 
and 

Institutional 
Development 

 

Stable macroeconomic 
environment  

Enabling private 
sector development 

Environmentally 
sustainable rural 

development 

Education, health, and gender 
results that impact on MDGs 

Public sector 
management 

Regional 
Cooperation 

Em
pl

oy
m

en
t a

nd
 In

co
m

e 

- Non-distortionary 
revenue mobilization  

- Enhanced efficiency and 
pro-poor orientation of 
public spending  

- Cash availability 
maintained 

- Current account 
convertibility unimpeded 

- Trade policy regime 
liberalized to realize 
export potential 

- Enterprise 
restructuring 
accelerated  

- Costs of operating in 
official economy 
reduced  

- Oversight functions of 
commercial banks 
and cash non-cash 
distinction abolished 

- State procurement 
system liberalized to 
improve incentive 
framework in 
agricultural 
production 

- Private agricultural 
service providers’ 
network expands 

-  Rural nonfarm jobs 
created  

- Rural financial 
services developed 

 

- Quality of basic 
education and 
efficiency of 
schooling system 
enhanced  

 
 

- Reduced 
gender gap in 
secondary and 
vocational 
education 

- Women’s 
participation in 
the labor force 
raised  

 

- Anticorruption 
strategy 
adopted to 
reduce waste 
of public 
resources 

- Budgetary 
reform 
followed 
through 

- Procurement 
reform  

 

- Physical and 
economic 
distance to 
outside 
markets 
reduced 
through 
efficient 
transport and 
customs 
facilitation 

- Water–energy 
cooperation 
opportunities 
pursued 

D
im

en
si

on
s 

of
 P

ov
er

ty
 R

ed
uc

tio
n 

C
ap

ab
ili

ty
 

Macroeconomic incentive 
framework  (actual price 
changes, exchange rates, 
foreign exchange and 
credit availability) fosters 
private entrepreneurship 
and productivity 

Access to business 
development services, 
market information, 
and training increased 
for private small and 
medium-sized 
enterprises  
 

- Agricultural extension 
services for improved 
technology and 
information 

- Rural–urban gaps 
narrowed in 
affordable quality 
basic services 
(education, health, 
water supply) 

- Reliable power supply 
in remote areas 

 

- Early childhood 
development 
services 
developed  

- Teacher training 
programs 
improved 

Business training 
for women 

- Civil service 
career 
development 
programs 

- Local 
governments' 
capacity for 
service 
delivery 
enhanced 

Institutional 
networks to 
share information 
and experiences 
on public policy 
developed 
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HIV/AIDS = human immunodeficiency virus/acquired immune deficiency syndrome, MDG = Millennium Development Goal.  
 

Transition and development themes: Links with poverty reduction 

Sustainable Economic Growth Human Capital and Social 
Development 

Governance 
and 

Institutional 
Development  

Stable macroeconomic 
environment 

Enabling private 
sector development 

Environmentally 
sustainable rural 

development 

Education, health, and gender 
results that impact on MDGs 

Public sector 
management 

Regional 
Cooperation 

Se
cu

rit
y 

Management of commodity 
price volatility to protect 
farmers’ incomes 

Transparency in and 
protection of property 
rights increased 
 
 
 
 
 

- Cadastral reform 
- Environmentally 

sustainable land and 
water management 
policies  

- Out-of-pocket cost 
of education 
reduced 

- Adverse financial 
effects of health 
problems 
reduced 

- Social transfers 
targeting 
improved 

Protection of 
women against 
domestic 
violence 

Improved 
access to 
justice (judicial 
reforms)  

Regional 
coordination in 
preventing 
HIV/AIDS, 
malaria, 
tuberculosis 

 

Em
po

w
er

m
en

t 

Publication of official 
macroeconomic statistics 
meeting international 
standards 

Improved business–
government dialogue 
on issues affecting the 
private sector 

Accelerate pace of 
institutional reform 
through water users’ 
associations in 
irrigation sector 

Community-driven 
initiatives in human 
capital 
development. e.g.  
early childhood 
development 

Participation of 
women in public 
life 

- Checks and 
balances on 
executive 
power 

- Transparency 
reforms in 
public 
financial 
management 

- Civil society–
government 
partnership 

Regional 
negotiating 
machinery in 
international 
trade fora 
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B. Country Strategy and Program Strategic Focus 

66. The development challenges summarized in Table 4 above indicate that the agenda is 
large and that ADB will need to be selective and make choices in the proposed areas of 
engagement to leverage its impact. This CSP is anchored in a results framework that will help 
improve selectivity by linking in a results chain (i) the overall goals of the I-WISP and long-term 
outcomes; (ii) the opportunities and constraints on achieving those outcomes; (iii) expected CSP 
medium-term outcomes; (iv) intermediate indicators and milestones to track progress towards 
those outcomes; and (v) ADB and partner interventions, ongoing and proposed, to support 
expected CSP outcomes. 
 
67. Based on the constraints on transition and development, the Government’s development 
vision as reflected in the I-WISP, the lessons learned from ADB’s operations, and the selectivity 
framework and its application, the new CSP will help promote pro-poor growth by pursuing the 
following four strategic priorities (Figure 2):  
 

(i) Accelerate environmentally sustainable rural development by supporting a 
diversified, productive, and sustainable rural sector, to create rural jobs and raise 
rural incomes. 

(ii) Enable PSD by enhancing public sector capacity for PSD reforms and catalyzing 
private domestic and foreign investment through ADB’s private sector operations. 

(iii) Promote regional cooperation in transport and customs transit by helping develop 
regional transport corridors and modernizing customs administration. 

(iv) Build the human capital of the poor by improving access to ECD services and 
quality basic education. 
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Agricultural productivity and 
farm profitability improved in a 
sustainable manner 

Rural nonfarm employment and 
productivity increased 

Access to and efficiency of rural 
infrastructure increased 

Healthy young children ready to 
learn 

Expanded spatial reach and 
scope of merchandise trade 

Competitiveness of private 
enterprises enhanced with 
improved business environment

• High growth rates 
by maintaining 
macroeconomic 
stability and 
accelerating 
structural reforms 

 
• Human 

development and 
social protection 

 
• Reduced 

interregional 
inequalities in 
living standards 

 
• Improved 

environment 
protection 

Rural-urban differences in 
quality of basic education 
reduced 

Private foreign and domestic 
investment raised 

Customs partnership with trade 

I-WISP Goals CSP Strategic Priority Long-term Country Outcomes 

Figure 2: Alignment of CSP Strategic Priorities with the I-WISP Goals 

CSP Strategic Priority 1
 
Accelerate environmentally 
sustainable rural 
development 

CSP Strategic Priority 2
 
Enable private sector 
development 

CSP Strategic Priority 3
 
Facilitate regional transport 
and customs transit 

CSP Strategic Priority 4
  
Build the human capital of 
the poor 
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68. Selectivity. The subset of activities to be included under each theme is being carefully 
selected. For example, in its rural work, while seeking greater coherence across sectors, ADB 
will keep the number of subsectoral themes to the minimum necessary to exploit synergies and 
increase development impact. This CSP has identified the areas where ADB will do less, stop 
its activities, and do nothing (Table 3). The risk of “drift” in making thematic, as distinct from 
sectoral, choices will be mitigated by anchoring the assistance strategy and program in a results 
framework.  
 

1. Accelerate  Environmentally Sustainable Rural Development 

a. Context 

69. Poverty cannot be reduced without strong sustainable growth of agriculture and, more 
broadly, the rural sector. Over 70% of the poor live in rural areas. Agriculture contributes about 
a  third of GDP, over a third of employment, and around 40% of exports. The two main crops, 
cotton and wheat, are grown on over 80% of irrigated land under the state procurement system. 
The I-WISP indicates that under the full WISP, a rural development strategy is to be developed, 
covering agriculture, water management, production and market rural infrastructure, and 
development of the rural nonfarm economy. A detailed assessment of rural development issues 
is in Appendix 3, section B–D. 
 

b. Constraints and Opportunities 

70. The 3 “I”s. The main constraints on rural development can be broadly classified under 
three interrelated categories: incentives, institutions, and infrastructure. 
 

(i) Incentives. The main constraint on higher agricultural productivity and growth is 
the state procurement system for cotton and wheat that involves state 
intervention in inputs, financing, outputs, and marketing of these crops. Farmers’ 
freedom to decide is restricted. This factor, together with insecure land tenure, 
provides farmers with few incentives to increase productivity. The main plank of 
the Government’s rural reform program is the transformation of shirkats into 
private farms. While this has helped improve incentives and productivity, 
subjecting private farms to the state procurement system for cotton and wheat—
as largely remains the case—means that the impediments to genuinely private 
farming will remain. The growth of rural nonfarm employment is below potential, 
limiting rural poverty reduction. The incentive framework for private investments 
in rural off-farm enterprises is weak because of underdeveloped rural financial 
services and limited access to market information, among other factors.  

(ii) Institutions. The transition to a market-based rural economy will depend on 
addressing the following: (i) insecure tenure rights; 30  (ii) input supply and 
marketing institutions that are de facto Government monopolies and reinforce the 
state procurement system; (iii) rural financial institutions that are underdeveloped, 
constraining rural entrepreneurs’ access to commercial credit; 31  and (iv) 

                                                 
30 The impediments to effective land tenure are the contingent nature and nontradability of leases, inability to use 

leasehold rights as collateral to raise credit, and revocability of leases with inadequate due process. USAID. 2005. 
Uzbekistan Land Reform Assessment. Final Report.  

31 Pakhtabank and Ghallabank are expanding their rural branch network, setting up so-called mini-banks. A draft law 
on microcredits and microcredit institutions is to be discussed by Parliament. ADB could consider a study on the 
mini-banks focusing on the reach, cost-effectiveness, and staff capacity to meet the needs of rural entrepreneurs 
under its proposed rural development TA cluster, that includes a subcomponent on rural finance.  
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infrastructural institutions that are financially strapped, resulting in poor service 
delivery. 

(iii) Infrastructure. Rural infrastructure deficiencies constrain growth. Inadequate 
spending on irrigation and land, and underpricing of water have led to land 
degradation and inefficient use of water. Irrigation and drainage systems, built to 
respond to the state procurement system, need to be restructured and focused 
on market-oriented diversified agriculture. Water users’ associations to manage 
irrigation in a financially self-supporting manner need to be further developed. 
The electricity grid has a broad reach but electricity supply is unreliable in remote 
rural areas. Alternative energy sources suitable for rural areas need to be 
considered. Rural areas have problems accessing safe drinking water and 
sanitation because of the dilapidated supply network and low collection rates, 
harming the health of vulnerable groups, particularly children. The Government 
recognizes that gaps in rural infrastructure need to be bridged to sustain rural 
productivity and growth. The Government has prepared a water supply strategy 
for 90% coverage by 2010. Other rural social infrastructure needs such as 
education service delivery are of high importance, and dealt with under the 
subsection on human capital for the poor.  

 
c. Key Strategic and Practical Choices for ADB  

71. Rationale. By focusing on rural development, ADB can help Uzbekistan achieve MDG-
relevant results, especially enhanced rural jobs and incomes, environmental sustainability, and 
rural governance. Also, ADB can build on its generally positive experience (para. 56) to promote 
the rural transition agenda. Continuing involvement by the World Bank in the rural sector is 
expected, but the vast unfinished agenda allows space for value added by ADB. 
 
72. More Integrated Approach to Rural Development. ADB’s rural development strategy 
needs to go beyond agriculture and look holistically at other key aspects such as support 
services, infrastructure, and environmental management. Concerted actions in rural sectors are 
needed to increase jobs and growth. Another dimension of a coherent rural development 
strategy within a given resource envelope is shared geographic focus, where possible, between 
agricultural and nonagricultural activities, to realize potential synergies.  
 
73. ADB’s support for rural development will have the following elements: 

(i) Agricultural productivity and growth 
(a) Progress toward market-oriented agricultural policies 
(b) Improved land and water use management  
(c) Land administration reform 

(ii) Private rural enterprises and rural finance 
(iii) Rural infrastructure and services 

 
74. Rural Development–Environment Links. Given the serious land degradation and 
irrigation management problems, ADB support will be vital for environmentally sustainable 
development. Providing safe water in rural areas is strongly linked to improving the environment 
and reducing poverty, with an especially strong impact on maternal and child health. ADB has 
gained valuable experience from rural water supply projects in Uzbekistan and could do more. 
  
75. Integrating Gender into Rural Development Activities. The CSP will focus on 
increasing jobs for rural women by improving their access to good land, technology for crop 
diversification and agro-processing, and other income-generating assets. Awareness of gender 
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issues relating to water management in rural areas will be raised. Progress in integrating gender 
issues will be monitored using appropriate gender-sensitive indicators in the CSP results matrix. 
 

2. Strategic Priority: Enable Private Sector Development 

a. Context 

76. While the authorities recognize the need to create jobs and earn foreign exchange 
based on Uzbekistan’s comparative advantage, industrial policy does not provide a level playing 
field for all entrepreneurs. Shifting the role of the state from lead agent to facilitator of PSD is 
imperative to sustain high rates of poverty-reducing growth. A detailed assessment of PSD is in 
Appendix 3, section E. 
 

b. Constraints and Opportunities 

77. The cost of doing business in the official economy has been high causing increased 
informalization of economic activities. Regulatory reforms introduced through decrees need to 
be followed through with effective implementation. To ensure coherence and maintain reform 
momentum, a critical mass of reforms is needed, especially the following: 
 

(i) an improved business environment to reduce the costs to private enterprises of 
operating in the formal economy and to stimulate their competitiveness, including 
enhanced public sector capacity to continuously undertake regulatory reforms; 

(ii) deeper reform of industrial associations so that private firms can access 
resources based on merit and not their association membership status; 

(iii) banking sector reform that, on the demand side, engenders public trust in the 
banking system by eliminating inappropriate functions of commercial banks, and, 
on the supply side, improves banks’ credit risk assessment capacities and 
incentives so that they perceive private firms with viable projects to be as 
creditworthy as state enterprises; and 

(iv) trade reform, external and internal, that removes administrative barriers to 
imported inputs needed by private firms, and ensures that domestic enterprises 
are exposed to efficiency effects of competing imports. 

 
c. Key Strategic and Practical Choices for ADB  

78. Support for Regulatory Reform Capacity. ADB will need to identify a manageable 
subset of pro-PSD reform areas to support in order to catalyze reform in other areas. 
Weaknesses in the business environment, particularly high regulatory compliance costs, impede 
PSD more than lack of financial resources. ADB will therefore focus on building public sector 
capacities to plan, implement, and review regulatory reform.  
 
79. Prospective Credit Lines under Certain Conditions. OED’s country assistance 
program evaluation points out that providing credit before ensuring that conditions are in place 
to allow it to work effectively is not sound (para.58). Provision of new credit lines will depend 
upon improved performance of the current portfolio, a conducive business environment, and 
feasibility studies covering market demand and financing issues for enterprises. Specifically, 
ADB needs to know more about the effective demand for credit, and banks’ willingness to lend 
to potential borrowers that are not linked to industrial associations.  
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80. Reform of Industrial Associations. Having identified industrial associations as a major 
impediment to PSD, the PSA went on to recommend ADB support for a pilot project for 
integrated and comprehensive reform of the light industry industrial association. At this point, 
such an initiative may not have adequate traction. The Government does not see this as an 
issue, and ADB does not have a suitable instrument for intervention. However, ADB can help 
the Uzbek authorities make enterprises more competitive, including by designing and 
implementing industrial policy premised on strategic cooperation between the public and private 
sectors. 
 
81. Financial Sector Restructuring and Privatization. Key considerations in the financial 
sector include (i) the instrumental role played by the banking sector in the import-substituting 
industrial policy; (ii) moral hazard in supporting a banking sector where significant distortions 
exist and financial transparency, particularly in state-owned banks, is lacking; and (iii) the 
Government’s reluctance to share critical data, including on nonperforming assets. The World 
Bank’s Financial Sector Institution Building loan included a bank privatization and restructuring 
component covering the two largest banks, NBU and Asaka Bank. EBRD provided TA to 
privatize Asaka Bank. However, progress on bank privatization has been slow. ADB has an 
ongoing TA32 that includes a diagnostic study on the banking sector that will recommend to the 
Government measures to ease constraints on sector development. The TA results will 
determine the scope for ADB’s support in the financial sector.  
 
82. Allowing Other Development Partners to Lead in Trade Policy Reform. It is not clear 
that ADB has a comparative advantage in trade reform, although it recently conducted a study 
to address concerns that shuttle and small retail traders are discriminated against in terms of 
tariffs and operating hurdles, and recommends ways to level the playing field for all importers. 
IMF has undertaken some analytical work on trade policy at the country level. It also heads the 
Trade Policy Coordination Committee under Central Asian Regional Economic Cooperation 
(CAREC).  
  
83. Private Sector Operations. Although an ADB–Government private sector framework 
agreement was signed in 2002, there have been no private sector operations to date. 
Weaknesses in the investment climate have limited the private sector operations program. This 
CSP proposes an integrated strategy for PSD, encompassing assistance from the public sector 
window for institution-building and from the private sector window for selective operations. The 
relationship between the two is critical: realizing potential private sector operations depends on 
private investment, which, in turn, depends on investor perceptions of the business environment. 
ADB’s Private Sector Operations Department (PSOD) will facilitate foreign direct investment 
through debt and equity investment. It will provide privatization and post-privatization support in 
selected sectors, particularly infrastructure and utilities. In the financial sector, PSO will focus its 
activities on private local banks, particularly those oriented toward SME activities.  
 
84. Gender in Private Sector Development. The CSP will support more jobs for women in 
a competitive private sector. Building on the country gender assessment, analysis of gender 
differences in accessing credit lines—microcredit and SME—will be undertaken. Activities to 
help stimulate women’s entrepreneurial activities will also be undertaken, including providing 
business and skill training programs. 
 

                                                 
32 ADB. 2005. Technical Assistance to Uzbekistan for Financial Sector Infrastructure Development. Manila.  
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3. Strategic Priority: Promote Regional Cooperation in Transport and 
Customs Transit 

a. Context 

85. Given its location and market size, Uzbekistan plays an important role in Central Asia. 
Regional cooperation to reduce trade costs is a priority for double-landlocked Uzbekistan and 
the countries in the region, especially Uzbekistan’s immediate neighbors. Uzbekistan’s 
competitiveness would benefit from regional cooperation initiatives that reduce the physical and 
economic “distance” from markets, allowing it to offer speedy time-definite delivery of goods and 
services in which it has a comparative advantage. Uzbekistan aspires to World Trade 
Organization (WTO) accession, a goal that will have associated competition and efficiency-
enhancing effects. An assessment of transport and transit issues is in Appendix 3, section F.  
 

b. Constraints and Opportunities 

86. There are significant trading complementarities between Uzbekistan and its regional 
neighbors that remain underexploited because of policy and institutional barriers, including 
trade-restricting policies and practices, weak cross-border cooperation, limited availability of 
multi-modal transport operations, high transit costs, and other “behind the border barriers to 
trade”.33 Sectors where Uzbekistan has a potential comparative advantage include food and 
agro-processing, light manufacturing (including textiles), and natural gas. Reforms in trade 
policy, customs administration, removal of bottlenecks along transport corridors, and reforms to 
boost efficiency in sectors with export potential would set in motion a virtuous cycle of greater 
economies of scale, lower costs, increasing trade, more jobs, and higher growth for Uzbekistan 
and the region. 
 

c. Key Strategic and Practical Choices for ADB  

87. Regional Transport Infrastructure and Transit System. The regional cooperation 
strategy and program for Central Asia aimed to secure access to profitable markets in large 
neighboring countries for exports from Central Asian republics, and to reduce transaction costs 
and facilitate transit and transport across the region. The CSP focuses on regional transport 
corridors to complement the regional strategy and help Uzbekistan gain better access to 
regional and trans-regional markets. ADB will pursue synergies in transport infrastructure and 
trade facilitation by linking investment support for transport projects to transit facilitation.  
 
88. Customs. While Uzbekistan has progressed in modernizing its customs administration, 
particularly in ICT-enabled customs, customs clearance remains costly and slow. ADB has 
experience and comparative advantage in this area and can help enhance customs 
administration efficiency.  
 

                                                 
33 UNDP 2005. Central Asia Human Development Report. Bringing Down Barriers: Regional cooperation for human 

development and human security. Bratislava.   
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4. Strategic Priority: Build the Human Capital of the Poor 

a. Context 

89. Across the republics of the former Soviet Union, the transition process strained 
structures that had produced high levels of human development. Uzbekistan has made 
commendable efforts to mitigate the social costs of transition and to maintain past levels of 
human development. Uzbekistan’s approach to reforms has been shaped in part by a concern 
for maintaining social stability. One dimension of this concern is that Government reforms in 
education, health, and social protection have focused on balancing fiscal sustainability of human 
development sector programs with maintaining public access to affordable basic services. 
Uzbekistan’s commitment to education and health, as indicated by public spending, is stronger 
than the region’s other countries’. Nevertheless, maintaining access to quality human 
development services, particularly in the underserved rural areas, remains a challenge. Human 
development issues are assessed in Appendix 3, sections G and H.  
 

b. Constraints and Opportunities 

90. Education spending has remained high (9% of GDP) but quality and equity could be 
improved. The main issues relate to access to preschool education, differences in quality of 
rural and urban basic education, education sector efficiency, sector governance, and financing. 
 
91. Early Childhood. Preschool enrollment has dropped sharply (below 20%). Rural 
children have less access to preschools than urban children. This trend is of concern given that 
the first 2 years of pre-primary education are important in children’s physical and cognitive 
development. The public health strategy gives insufficient attention to malnutrition, which 
contributes to ill health of children and mothers, who particularly suffer from anemia and 
micronutrient deficiencies. 
 
92. Rural–Urban Gaps in Resourcing Basic Education. Closing these gaps (para. 16) will 
be essential for education to serve as an enabling factor for students from low income families 
in rural areas to avail of productive employment opportunities. The decentralization of 
management of most preschools and of primary, secondary, and specialized secondary schools 
to local governments is not supported by a sufficient transfer of resources.  
 
93. Government’s Priorities. The National Program for Personnel Training, launched in 
1997, focuses on senior secondary education. The NPSED 2004–2009 focuses on basic 
education. The investment costs of NPSED are estimated at $1.2 billion, to be financed by a 
combination of external and budget financing. 
 

c. Key Strategic and Practical Choices for ADB  

94. Early Childhood Development (ECD). ADB should enter this area because a more 
extensive and affordable ECD network would deliver critical child education, nutrition, and 
health interventions to poor areas. The 2000 COS recommended that ADB explore options for 
early childhood but these were not pursued. ADB has established a strong foundation for 
cooperation with the Ministry of Public Education for entering early childhood education.  
 
95. Basic Education. ADB should continue to be involved in basic education because the 
Government has demonstrated commitment to sector reform and attaches high priority to its 
medium-term basic education development program that includes filling resource gaps in school 
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infrastructure, training, and materials. ADB has been the lead external partner in basic 
education, with results to show. However, ADB needs to be mindful of absorptive capacity 
constraints. Three ADB projects are under implementation with the Ministry of Public Education 
(MOPE): the Education Sector Development Program, the Second Textbook Development 
Project, and the ICT in Basic Education Project. Over the CSP period, ADB will focus its 
investment lending on poorly resourced rural schools. 
 
96. ADB Priorities for Human Development. ADB will help the Government improve the 
quality and efficiency of service delivery and enhance equity-oriented policies in human capital 
services. Priorities for assistance will include the following: 
 

(i) Early Childhood Development  
(a) Strengthened policy framework for providing ECD services 
(b) Investment in ECD: delivering services to young children, with emphasis 

on the poor or disabled  
(c) Promotion of community involvement in service delivery 

(ii) Basic education 
(a) Rural basic education 
(b) Strengthened reform management capacity and sector efficiency in basic 

education 
 

97. Gender Dimensions of the Human Development Strategy. Elements of ECD can help 
women save time. Women receiving basic education could attend ICT training courses in 
mahallas (local community organizations). 
 

5. Mainstreaming governance 
 
98. Governance and institutional issues impinge on all sectors (para. 59). This CSP takes 
the approach that within each of the four strategic priority areas discussed above, a core set of 
governance and institutional outcomes will be pursued, with progress monitored through the 
results framework. The contribution of interventions under the strategic priorities to key 
dimensions of governance and institutional development are summarized below.  
 

Table 5: Strategic Priorities, Governance, and Institution-building 
 

Links with governance and institutional development Strategic 
Priority Institution-building   

 
Accountability and 

Transparency 
Participation and 

Partnerships 
Accelerate 
environmenta
lly 
sustainable 
rural 
development  

• Transforming role of local 
hokimiyats from enforcer of 
state procurement system 
to facilitator of diversified 
rural production system. 

• Institutional strengthening 
of rural vodakanals for 
improved planning and 
financial management in 
water supply service 
delivery 

Improved cadastre 
system and transparent 
and simplified land 
registration procedures 
for security of tenure.  

• Community land and water 
management organizations 
involved in the 
management, operation, 
and maintenance of 
irrigation and drainage 
facilities 

• In rural water supply sector, 
building community 
participation structures. 
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Links with governance and institutional development Strategic 

Priority Institution-building   
 

Accountability and 
Transparency 

Participation and 
Partnerships 

Enable 
private sector 
development 

• Government capacity for 
regulatory planning, 
management, and review. 

• Institution-building of 
competition agency 

• Regulatory 
transparency, 
accountability, and 
consistency 

• Transparency in 
privatization process 

• Reduced private 
enterprise perceptions 
of lack of transparency 
and pervasive 
corruption 

 

• Institutionalizing public-
private consultations on 
proposed legislation and 
regulations affecting private 
businesses. 

• Role of industrial 
associations reoriented to 
serve as training and 
information resource centers 
for private small and 
medium enterprises 

Promote 
regional 
cooperation 
in transport 
and customs 
transit 

Strengthened capacity of 
transport and trade facilitation 
institutions for coordination 
and cooperation within 
country and with regional 
partners 
  
 

Good governance and 
sound integrity within 
customs administration  
 

Information exchange and 
dissemination of regional best 
practices in transport sector 
and customs reforms 
 

Build human 
capital of the 
poor 

National capacity for 
education policy formulation, 
planning, and financial 
management 

Reliability and quality of 
education information 
base increased 
 

• Community participation in 
early childhood 
development project 
designs and implementation 

• Building private-public 
partnerships and facilitating 
private initiative in the 
education sector 

 
 

V. ADB’S ASSISTANCE PROGRAM 

A. Overall Assistance Level 

99. Uzbekistan regained ADF access in 2005 after it was reclassified from group C to group 
B2.34 It is eligible to borrow limited amounts of ADF in addition to ordinary capital resources 
(OCR). The ADF component of lending resources for Uzbekistan will be determined by the 
outcomes of the performance-based allocation exercise. The biennial allocation of ADF 
resources to Uzbekistan for the 2007–2008 period is $87.5 million. The main criteria under the 
country performance assessment that affect ADF allocations are shown in Table 6. The 
performance assessment ratings that form the basis for the 2007–2008 ADF allocations will be 
made publicly available shortly. 
 

                                                 
34 ADB. 2004. Review of the Classification of Uzbekistan under the Asian Development Bank's Graduation Policy. 

Manila (R-159-04).  
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Table 6: Country Performance Assessment: Progress and Areas for Improvement 
 
Criteria Progress and Areas for Improvement 
Economic Management • Implement announced measures to eliminate cash shortages and allow the market to 

determine the composition of monetary aggregates. 
• Continue the policy of limiting government guarantees to help mitigate the risk of potential 

contingent fiscal liabilities. 
• Maintain prudent external borrowing policy. Strengthen analytical capacity for debt 

sustainability analysis and risk management. 
• Adhere to Article VIII convertibility obligations with foreign exchange available for timely 

conversion. 
Structural Policies • Ease nontariff barriers to trade, further streamlining procedures for foreign-trade contract 

registration, certification, customs clearance, and transit costs. 
• Implement announced intentions to terminate inappropriate functions performed by 

commercial banks, restrictions on their access to correspondent accounts at the Central 
Bank of Uzbekistan, and the distinction between cash and non-cash transactions. 

• Implement announced intentions to improve the business environment, including removal 
of administrative impediments, and level the playing field. 

Policies for Social 
Inclusion and Equality 

• In the health sector, address the staffing imbalance between rural and urban areas. In 
basic education, close rural–urban disparities in physical and human resourcing of schools. 

• Ensure improved access to credit for women entrepreneurs.  
• Adequately fund programs to control HIV/AIDS, tuberculosis, and malaria. 
• Improve targeting efficiency of social benefits program. 
• Mainstream environmental policy-making in economic and financial planning structures.  

Public Sector 
Management and 
Institutions 

• Make the legal basis for secure property rights more transparent. 
• Hold more frequent consultations with the private sector before passing business-related 

legislation and regulations. 
• Strengthen budget links to policy priorities.  
• Build capacity to implement a single Treasury system. 
• Move toward a system of timely audited public accounts. 
• Strengthen the match between assignment of revenues and expenditures at different levels 

of government.   
• Implement announced measures to comprehensively revise the tax code and strengthen 

tax administration. 
• Move toward merit-based recruitment and promotion of civil servants. 
• Increase citizens’ access to information. Form partnerships with nongovernment 

organizations in delivering social services and obtaining feedback on their quality.  
Portfolio Performance Address problems relating to startup, price verification, and contract registration. 
 
100. This CSP envisages a combined annual ADF and OCR lending level of around $100 
million, taking into account Uzbekistan’s debt repayment capacity, absorptive capacity, and 
portfolio performance. Uzbekistan's debt repayment capacity for moderate amounts of OCR 
borrowing is satisfactory, an assessment supported by recent debt sustainability analyses (Box 
1). Actual assistance levels will depend on the Government’s success in achieving intermediate 
results agreed to herein, as well as its portfolio performance. Lending could be augmented with 
OCR resources. Overseas development assistance loan and grant cofinancing and 
opportunities for commercial cofinancing and guarantees will be sought for appropriate projects. 
 
101. Nonlending assistance is expected to be about $2 million per year. Provision has been 
made for a TA for CSP monitoring for results. Advisory TA operations will be based on multi-
year sequencing through the TA cluster modality. Loan-linked capacity-building TA will be 
considered when capacity bottlenecks could hamper investment operations. 
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102. Instrument Selectivity. ADB has extended only project investment loans to Uzbekistan, 
except for one sector development program loan approved in 2002. The track record on reform 
suggests continued caution in providing policy-based lending. A proposal has been mooted for 
development partners to adopt a sector-wide approach (SWAp) in education, where reform has 
made good progress. A SWAp would be premature as frameworks for sector policy and 
monitoring and evaluation (M&E) need to be further developed, and progress made toward 
common implementation arrangements. Should this position change, ADB would be prepared to 
consider this approach. 
 
103. Project Prioritization. Given its limited resources, ADB needs to be selective in its 
assistance within the priority areas to ensure maximum impact. A checklist for project 
prioritization (Box 2) will be used.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
104. Knowledge Management. The core diagnostic studies undertaken in 2004–2005 
(country poverty analysis, country environment assessment, agriculture sector review, country 
governance assessment, and private sector assessment) have helped initiate policy debate 
within Uzbekistan and provided a good foundation for CSP formulation. ADB will continue 
analytical work linked to the strategic priorities during 2006–2010. Areas of emphasis in the next 
few years will include rural development (strengthening agriculture and rural development focus 
of the WISP, agricultural competitiveness, rural finance); enabling PSD (regulatory reforms, 
competition and industrial policies, privatization); gender (needs assessment for dekhan farmers, 
particularly women; surveys to determine gender differences in time burdens); and, possibly, 
social protection issues.  
 
B. ADB Assistance for the Strategic Priorities 

105. The lending and nonlending program (Appendix 1, Tables A1.9–A1.10) has been 
designed to reflect the application of project prioritization criteria (Box 2) to the four strategic 
priorities identified in Section IV. About 71% of the 3-year forward lending program (and 62% of 
the projects) will be for rural development, including support for the rural private sector, followed 
by human development and regional cooperation (13% each) and energy (3%), the last a 
carryover from the last CSP update. About 40% of advisory TA will be allocated to rural 
development, 33% to PSD, 18% to human development, and the balance to regional 
cooperation.  
 

Box 2: Checklist for Project Prioritization 
  

1. Does the project fit in the Government’s Interim Welfare Improvement Strategy Paper and 
investment plan?  

2. Does the project fit with the proposed focal areas of ADB assistance?  
3. Does the project address poverty, reaching the poor as directly as possible and/or contribute 

to regional cooperation?  
4. Are expected results and the changes needed to achieve them clear? 
5. Is the policy environment conducive and will the project support sector and subsector 

governance and institutional development?  
6. Is involvement of the Asian Development Bank justified, taking into account its comparative 

advantage and other donor involvement? 
7. Is the track record of previous projects in the proposed area satisfactory? 
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1. ADB Program for Accelerating Environmentally Sustainable Rural 
Development 

106. ADB is assisting the Ministry of Agriculture and Water Resources in three projects that 
will help reform the state procurement system, boost agricultural productivity, and rehabilitate 
irrigation infrastructure. The land improvement project planned for Board consideration in 2006 
will work with local governments and rural communities in implementing policy reforms and 
supportive investments for improved agricultural productivity. Under the ADB-led Central Asian 
Countries Initiative for Land Management (CACILM), policy and program actions are planned to 
reverse land degradation with significant grant cofinancing from the Global Environment Facility. 
ADB will continue to support a sustainable cost recovery policy in the water sector initiated 
under the Amu Zhang Irrigation Rehabilitation Project. To advance the transition in agriculture, 
ADB will support market infrastructure and farm support services. Complementary financing for 
market infrastructure and farm support services will be considered under rural small enterprise 
development project that will include various rural financing options such as leasing. The rural 
water supply project will help bridge rural–urban disparities in access to safe drinking water and 
move toward achieving the associated MDG. The rural renewable energy project, with its 
emphasis on small hydropower, will expand access to reliable energy supply. 35  The rural 
development TA cluster will help link ADB’s initiatives across the rural space. 
 
107. Specific Issues. The timing of Board consideration of the rural small enterprise 
development project will depend upon the results of the market demand and rural finance 
studies, that will assess the performance of related projects in the portfolio. The rural 
development TA cluster will be designed and implemented by the Uzbekistan Resident Mission 
(URM). 
 

2. ADB Program for Private Sector Development 

108. ADB will provide programmatic TA comprising a series of linked TA projects for PSD. 
The TA cluster’s scope will include improving institutional capacity of agencies working in areas 
that interface with the private sector to continuously undertake regulatory reforms, and helping 
the Government increase transparency of privatization. Key results expected from the cluster 
TA include (i) a regulatory reform strategy framework and strengthened institutional capacity for 
advancing the business environment reform agenda, including the use of regulatory impact 
analyses; (ii) strengthening the competition policy framework, linked with helping the authorities 
refine industrial policy so that it does not hinder competition or increase the regulatory burden; 
and (iii) assistance to make privatization transparent, and backstopping support for PSOD in 
privatization transactions.  
 
109. ADB is pursuing support for the EBRD-sponsored Trade Finance Facilitation Program. 
PSOD could consider providing advisory services for privatization and post-privatization support 
in infrastructure and utility services. There are a number of potential transactions from the 
private sector operations side in the financial and infrastructure sectors. Indicative investments 
that ADB might consider include (i) equity, debt, and/or guarantee financing for infrastructure 
projects in sectors such as water, power, energy, transportation, and telecommunications; (ii)  
equity investments in one or more private local banks as well as loans in the form of tier-2 
                                                 
35 The 2005–2006 CSP update, endorsed by the Board in October 2004, included the Energy Efficiency and 

Renewable Energy Project, which has been split into two: (i) the Rural Renewable Energy Project, and (ii) Energy 
Transparency and Efficiency Project. The CSP proposes continued support for rural renewable energy under the 
rural infrastructure theme.  
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capital or designated credit lines; (iii) inclusion of commercial banks in ADB’s Trade Finance 
Facilitation Program; (iv) equity investments or provision of credit lines to leasing companies or 
other nonbank financial institutions; (v) credit enhancement for securitization of mortgages and 
leases or other capital market transactions; and (vi) equity in investment funds. 
 

3. ADB Program for Regional Cooperation in Transport and Customs Transit 

110. ADB is providing TA to Uzbekistan for preparing a transport sector strategy, that is 
expected to identify possible areas for ADB assistance under the new CSP. A regional road 
project is planned for 2007. A regional railway rehabilitation project is expected to be taken to 
the Board in 2008. ADB has been instrumental in setting up the Customs Cooperation 
Committee that has provided a forum for discussing customs service procedures reform and 
integrated customs information systems. The Kyrgyz and Uzbek authorities plan to develop the 
data exchange conceptual framework, including the cost estimate for the pilot single information 
area for customs services, and reach a legal agreement to support pilot-testing and 
implementation. ADB will be prepared to consider the Government's request once this is done.  
 

4. ADB Program for Building Human Capital of the Poor 

111. ADB is helping MOPE implement the Education Sector Development Program to 
address critical gaps in the policy framework, textbook development, and ICT-enabled basic 
education. ADB expects that the proposed rural basic education project, for Board consideration 
in 2007, will continue to support the basic education sector, with emphasis on reducing rural–
urban disparities. Assistance to MOPE is proposed for an early childhood education initiative in 
2008. 
 
C. External Funding Coordination and Partnership Arrangements 

112. Although official development assistance has become less significant in recent years, a 
number of development partners are still spread across the sectors. Among the multilateral 
partners, the World Bank, EBRD, the UN group, and the Islamic Development Bank are active. 
Among the bilateral partners, the PRC and Japan account for the largest share. The detailed 
development coordination matrix covering all sectors is in Table A1.5. 
 
113. The World Bank has been active in public sector financial management, agriculture, 
environment, health, and urban water supply. The Uzbekistan Country Assistance Strategy 
(CAS) 2006–2009 of the World Bank is soon to be discussed by its Board. The new 
International Development Association (IDA) resource envelope, based on its performance-
based allocation system for Uzbekistan, is $107 million per year. The funding is to be provided 
only by IDA in light of the decline in Uzbekistan’s gross national product (GNP) per capita since 
the last CAS was discussed by the Board, and the World Bank’s assessment of Uzbekistan’s 
inadequate creditworthiness for International Bank for Reconstruction and Development (IBRD) 
borrowing. This position will be reviewed during the midterm CAS review. The World Bank 
proposes to follow a dual-track approach comprising (i) a core program with focus on human 
development and environmental protection; and (ii) selective lending and significant analytical 
support for economic growth through macroeconomic stability and acceleration of structural 
reforms, as these are areas for potential enhanced engagement. 
 
114. EBRD has been active in finance, the private sector, energy, transport, and urban 
infrastructure. In 2005, it approved a new country strategy for Uzbekistan that limits EBRD 
assistance to only those private sector projects that are not linked with the Government and its 
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officials. The Government considers this approach appropriate given the semicommercial nature 
of EBRD’s loans. 
 
115. The UN agencies have prepared an MDG baseline study to develop MDGs, targets, and 
indicators relevant to Uzbekistan. These are expected to be integrated into the WISP as its M&E 
framework. The UN is also supporting tax code revision. Specialized UN agencies are active in 
Uzbekistan.  
 
116. There are some formal mechanisms for aid coordination among external development 
partners; they exchange information and dialogue on policy issues through informal 
mechanisms such as the Economists’ Forum and sector-specific donor coordination meetings 
(e.g., education led by ADB and water resources). ADB has established good relations with 
international partners in Uzbekistan. URM has played an important role in policy dialogue and 
partner coordination.  
 
117. Cofinancing. ADB has mobilized cofinancing amounting to $122 million in Uzbekistan. 
In conjunction with its lending program, ADB will continue to pursue cofinancing, mainly from 
official sources, particularly with concessional loan cofinanciers. The Islamic Development Bank 
(IsDB) and OPEC Fund have indicated their interest. However because of project-specific 
issues, these potential cofinancing opportunities went unrealized. IsDB, OPEC Fund, and the 
bilateral Middle-Eastern Funds are expected to be the main sources of cofinancing in the 
midterm. ADB will explore opportunities for grant cofinancing from multilateral sources, 
particularly for inclusive rural and human development efforts. ADB through URM will formalize 
cofinancing efforts by developing a cofinancing strategy.  
 
118. WISP Partnership. Now that Uzbekistan is developing its first comprehensive national 
poverty reduction strategy, external development partners can respond to the Government’s 
vision. The I-WISP provided a foundation for development partner coordination for World Bank 
and ADB strategy formulation. The next steps are to prioritize the list of sectoral intentions in 
each area and to cost them for inclusion in the full WISP. Stakeholder participation could be 
enhanced. Undertaking policy analysis included in the outline WISP will require capacity 
building in sector-related poverty assessments and in development of key monitorable outcome 
indicators in the medium and long term. This would pave the way for closer alignment between 
the national strategy and externally supported programs. 
 
119. Consultations. During 2004 and early 2005, ADB conducted a number of pre-CSP 
assessments with developing member country stakeholders on the private sector, governance, 
the environment, and gender. ADB also consulted with concerned sector ministries and 
agencies while preparing the thematic results frameworks. 
 
120. Informal Board Seminar. In line with involving the Board in CSP preparation, an 
informal Board seminar was held in early September 2005. Highlights of the discussions follow: 
 

(i) Governance. How does ADB propose to address governance in the new CSP?  
(ii) Private sector development. An integrated approach to PSD is necessary, 

encompassing public and private sector operations.  
(iii) SME credit lines. The reasons for SMEs’ mixed performance should be 

examined. Are SMEs constrained by inadequate financing (in which case ADB 
could consider continuing assistance) or by the policy environment?  
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(iv) Selection criteria. The selection criteria developed for the CSP’s strategic 
priorities are useful. The challenge will be to align ADB’s strategy with the 
country’s priorities.  

(v) Proposed focal areas. ADB supports (a) accelerating rural development, (b) 
building human capital, (c) facilitating regional trade and transport, and (d) 
building capacity. The issue is how resources are to be allocated among them.  

(vi) Regional cooperation. Lessons learned from ADB’s experience with regional 
cooperation projects should be reflected in the next strategy. The Government’s 
commitment to regional cooperation is not evident.  

(vii) World Bank and EBRD strategies. How does ADB’s proposed approach to 
operations compare with the World Bank’s and EBRD’s?  

(viii) Proposed indicative lending levels. The levels are a working premise. 
However, the reasons for lowering OCR lending levels are unclear, particularly 
given that the external debt outlook is judged as sustainable and the World Bank 
is expected to significantly step up its lending to Uzbekistan.  

(ix) Results framework. The inclusion of a results framework is appreciated. Data 
and monitoring challenges need to be tackled.  

 
121. During the CSP formulation mission, consultations were held on the CSP’s proposed 
directions with representatives of local NGOs, the Economists’ Forum (comprising 
representatives from the international development community), the American Chamber of 
Commerce, and students and staff of the University of World Economy and Diplomacy. 
Feedback from these consultations is summarized in Box 3.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Box 3: Feedback from the Country Strategy and Program Consultations 
 
• Nongovernment Organizations (NGOs). ADB has been working with the Business Women’s 

Association (BWA) and has had notable success, particularly in establishing credit unions (12 of the 
16 credit unions set up with ADB assistance are affiliated with BWA) and in the microfinance activities 
of the Japan Fund for Poverty Reduction (JFPR) project in Karakalpakstan. Assistance is needed to 
raise women’s employment. ADB should build on its experience, focusing particularly on replicating 
the Karakalpakstan interventions, possibly in Ferghana, Jizzak, and Syr Darya. The Farmer’s 
Association would welcome capacity-building assistance from ADB, particularly for training farmers in 
best practices. An educational NGO has evaluated education interventions for disabled children and 
ADB might find it useful to disseminate key findings. Research by Camelot, an NGO for youth 
activities, shows that many graduates find themselves with nonmarketable skills, unable to find jobs, 
and with little support from banks to set up enterprises. A market study should ascertain labor market 
needs. Several NGOs said that ADB should more actively seek ways of involving NGOs in designing 
and implementing projects.  

 
• Economists’ Forum. Among the issues raised were (i) ADB’s positioning vis-à-vis the World Bank 

and European Bank for Reconstruction and Development (EBRD); (ii) explanations for why regional 
cooperation is so difficult to achieve (differential benefits, one hypothesis offered); and (iii) whether 
ADB planned to have a geographical focus (this from United Nations Development Programme 
[UNDP]) on Namangan and Kashkadarya).  

 
• University of World Economy and Diplomacy. Issues raised by students included (i) the importance 

of improving awareness of entrepreneurs’ rights, (ii) the need to increase public confidence in the 
court system, (iii) problems relating to property rights, and (iv) why ADB does not plan to support 
industry.  

 
• Private Sector Forum. A range of challenges facing the private sector was raised, including (i) the 

banking sector as a major impediment to private sector development, (ii) support for microfinance as a 
preferred option to small and medium-sized enterprise credit lines, and more generally, (iii) concern 
that the Government’s approach to market reforms is not market-oriented.  
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122. NGOs have helped implement grant- and loan-funded components of projects, including 
the Japan Fund for Poverty Reduction (JFPR) project in Karakalpakstan. NGOs could be more 
involved in project design, implementation of components, and evaluation, as noted during the 
consultations (Box 3). However, the limits to significant NGO involvement have to be recognized, 
given that funding has to be channeled through the authorities and given the environment for 
NGOs. 
 
D. Indicative Internal Resource Requirements 

123. An assessment of indicative staff resources required to ensure adequate delivery of the 
program for the next 3 years indicates that additional staff resources in URM will be required. In 
2006, to strengthen the economic and sector work, a professional staff economist position will 
be moved to URM. This will need to be supplemented by a national economics officer position. 
In terms of portfolio management, a project analyst position is being added in 2006 to support 
the portfolio management team comprising one professional staff and four national officers. 
Also, as further project delegation proceeds, the transfer of a sector specialist position (with 
sectoral expertise that complements the expertise of URM's present staff) to URM would be 
necessary. These proposals will also enable URM to take on a greater responsibility for 
implementing and monitoring the CSP. 
 

VI. RISKS AND PERFORMANCE MONITORING AND EVALUATION 

A. Risks 

124. Political and Governance Risks. The country governance assessment notes that the 
underdeveloped nature of civil society could undermine human development and social stability. 
ADB will continue to engage in dialogue with the Government, encouraging it to view NGOs as 
a resource to help achieve the country’s civic and economic potential. ADB, along with other 
development partners, will help the Government forge partnerships with NGOs to develop and 
implement the WISP. Also, ADB will continue to work with NGOs to the extent feasible (para. 
122) to design and implement innovative projects. Another dimension of governance risk is that 
subnational local governments have limited autonomy to deliver social services and maintain 
social safety nets, particularly in economically depressed rural areas. Through its interventions 
in the human capital sectors, ADB will ensure that rural-urban gaps are addressed and the 
quality of rural schools boosted. Implementation of rural reforms could run into vested interests 
embodied in hokimiyats (local governments), whose power base would be undercut with the 
dismantling of the state procurement system and related institutional changes. In its rural work, 
pilot ADB interventions designed for local implementation could help transform the role of 
hokimiyats from enforcer of state procurement system to facilitator of a diversified rural 
production system. 
 
125. Regional Frictions. Regional frictions stemming from perceptions of conflicting national 
interests, including maintenance of border security and differential benefits from economic 
cooperation, could escalate and threaten the region’s quasi-stability. ADB involvement in 
regional transport and customs transit will seek to mitigate the perceived costs of regional 
cooperation and increase appreciation of the benefits of the cross-border flow of people and 
goods. The CAREC mechanism also provides a forum for inter-governmental dialogue and 
coordination. 
 
126. Economic Management. Improved economic performance in 2004–2005 may 
engender complacency in economic management, resulting in policy slippage, particularly in 



   
 

 

39

tackling structural problems—in trade, the business environment, and finance—that could 
dampen long-term growth prospects. The policy and institutional environment will continue to be 
monitored through the annual country performance assessment exercise under the 
performance-based allocation policy and through economic and sector work. This, together with 
the results framework, will be used during CSP implementation to help assess whether 
implementation is on track and if not, why not. 
 
127. Gaps in WISP Implementation Arrangements. The Government has indicated its 
intention to set up a high-level coordination council to support the WISP’s development. To 
implement the WISP, it is hoped that a system will be put in place, including dedicated staff with 
capacity to monitor progress. This will be particularly demanding since inter-ministerial 
coordination tends to be weak, as noted in the country governance assessment. Also, the M&E 
systems in Uzbekistan are weak. ADB will need to work with the Government and other external 
partners to ensure that enduring institutional arrangements are set up to implement and monitor 
the WISP. 
 
128. Exogenous Economic Shocks. Risks on the external side include fluctuations in cotton 
and gold prices, and the banking system’s vulnerability to fluctuations in foreign capital inflow 
and to exchange rate risk. An improved policy framework could be important in mitigating the 
impact of shocks. Key CSP objectives are, among others, to diversify sources of rural growth 
and, thereby, reduce vulnerability to shocks. 
 
B. Monitoring Process and Plan 

129. The CSP results framework, that follows this section, identifies the outcomes and 
associated intermediate indicators that ADB expects to help Uzbekistan achieve. The results 
matrix under each strategic priority serves a dual purpose: (i) as a sector strategy or road map 
showing how ADB’s assistance over the medium term will contribute to long-term sector 
outcomes, and (ii) a framework for forging linkages within each thematic area, particularly in the 
cross-cutting areas of governance, private sector development, and gender.  
 
130. Results-based M&E of the CSP. There are several challenges to developing and 
implementing a CSP M&E framework. The information environment is shaped by a legislative 
and institutional framework of secrecy provisions, where access to information, particularly 
economic and financial, is restricted.36 The statistical system has improved in recent years, but 
international organizations remain concerned about data quality and integrity, and gaps in public 
dissemination of data. There are significant gaps in the fiscal, financial, and external sectors. 
Social sector data focus on inputs rather than outcomes. Data provision to international 
organizations is based on a special decree listing the data categories to be provided. Access to 
information even across and within government agencies can be problematic, imposing high 
transaction costs.  
 
131. The I-WISP is grafted onto this restrictive information environment. It includes an 
assortment of indicators, many focusing on inputs rather than outcomes. The Government 
recognizes that effective WISP implementation will require clear performance indicators and an 
effective monitoring strategy. The chapter outline in the I-WISP includes a section on WISP 
monitoring indicators and mechanisms. The ADB TA for developing the living standards strategy 
included a poverty statistics component, which is soon to be activated. ADB will work with the 

                                                 
36 World Bank. 2003. Data, Public Disclosure, and Transparency in Uzbekistan. (Background study for the World 

Bank’s Uzbekistan Country Economic Memorandum). Washington, DC. 
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Government, the World Bank, and other external development partners to ensure that the WISP 
M&E system focuses on outcomes. 

 
132. ADB will engage the authorities and other stakeholders in systematic M&E of the CSP. 
In addition to supporting the annual review of the CSP results framework, the CSP monitoring 
for results TA will (i) support studies in each strategic priority area to establish baselines and 
refine targets; (ii) help the authorities pilot a results-oriented sector strategy in a key strategic 
priority area (e.g., basic education); and (iii) identify M&E training needs for resident mission 
staff. 
 
133. Portfolio Management Targets and Monitoring. The 2005 country portfolio review 
mission has developed a series of results-oriented portfolio performance indicators and targets 
to monitor progress in resolving the outstanding portfolio issues (para 63). Future reviews 
including the quarterly portfolio review, loan review missions and the CPRM will monitor and 
support the Government in the achievement of these targets. The targets are as follows: 
 

(i) Project startup delays. The average length of time from approval to 
effectiveness should be reduced from 10.1 to 8 months by 2008 by encouraging 
advance preparation of the requirements for the Government resolution and 
other pre-project activities. 

(ii) Contract award period. With more streamlined procurement processes 
expected and resolution of contract price verification issues, the time from bid 
notice to contract award should be reduced from 14.7 months to 9 months by 
2008. 

(iii) Submission of audited project accounts and agency financial statements. 
Timely and complete submission of audited accounts should be increased from 
the present 30% mainly a result of delayed compliance to near full timely 
submission by 2007 and maintained thereafter. 

(iv) Projects “At Risk” (at year end). All efforts will be taken to maintain the status 
quo, where no projects are rated at risk in terms of either implementation 
progress or development objectives.  

 
134. In addition to careful monitoring and support for project administration, to meet the 
targets, future project loan processing will endeavor to (i) carefully assess institutional capacity 
to implement the project and ensure that necessary capacity is in place; (ii) ensure project 
implementation unit staff are appointed through a competitive process, are properly qualified 
and remunerated; (iii) identify training needs in ADB procedures; (iv) develop a detailed 
procurement plan with monitoring framework; and (v) ensure that tender committees are 
appropriately staffed with technically qualified and experienced staff.  
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MATRIX: COUNTRY STRATEGY AND PROGRAM RESULTS FRAMEWORK 2006–2010 

 

Long-term Country Development 
Outcomes 

 
 
 

(I) 

Development Issues and Opportunities 
 
 
 
 

(II) 

CSP 
Outcomes 
that ADB 

Expects to 
Influence  

(III) 

Mile-
stones 

and 
Indica-

tors 
(IV) 

ADB and 
Partner 

Interven-
tions  

 
(V) 

As-
sump-
tions 
and 

Risks 
(VI) 

Poverty Reduction. Poverty incidence 
reduced to 20% by 2010  
- GDP Growth. Average of 8.0–8.5% over 

2007–2010   
- Industry growth (11–13% p.a. sector 

growth)   

Since poverty is primarily rural, a pro-poor growth strategy should focus 
on sectors that benefit the rural poor. 
 
Economic growth has not translated into significant poverty reduction 
because of limited opportunities for productive employment and returns 
to labor. 

ADB support will focus on a holistic strategy for 
environmentally sustainable rural development. 
 
See results framework for strategic priority 1 
below. 

Job Growth. Number of employed to rise to 
13.2 million 

Job growth in formal sector has been slow, with increasing 
informalization of economic activities because of high costs of operating 
in the formal economy. 

Private Sector Growth. Non-state sector 
share in GDP: 85%; share of SMEs in GDP: 
45–50%  

Significant state involvement in major spheres of economic activity, and 
governance issues have impeded job-creating private sector growth. 

ADB support will focus on an enabling environment 
for the private sector by improving public services 
for the private sector supported from ADB’s public 
sector window, and through private investment 
catalyzed through ADB’s Private Sector Operations 
Department 
 
See results framework for strategic priority 2 
below. 

Regional Economic Cooperation. Realize 
trade potential by liberalizing the trade regime 
and regional economic cooperation.  
Export growth rate: 10–12% p.a.  

Uzbekistan’s significant export potential can be realized by doing the 
following: 
- Elimination of nontariff barriers to trade 
- Modernization of customs administration 
- Reduction of international transit costs  
- Development of, and creation of an enabling environment for, regional 

infrastructure  

ADB support will focus on regional transport and 
transit facilitation.  
 
See results framework for strategic priority 3 
below. 

Human Development. Improving human 
development and social protection, focusing 
on access to public services, including 
education, health, and child welfare.  

Human development challenges include the following:   
- Ensuring access to quality basic services 
- Financing and sustainability of social service provision 
- Deploying service providers in underserved rural areas 
- Encouraging service demand and community participation 
- Monitoring and evaluation of service delivery 
 

ADB support will focus on improving access to 
quality early childhood development services, and, 
in basic education, reducing rural-urban differences 
in service quality, and improving its efficiency. 
 
See results framework for strategic priority 4 
below. 

ADB = Asian Development Bank, CSP = country strategy and program, GDP = gross domestic product, I-WISP = Interim Welfare Improvement Strategy Paper, p.a. = per annum, 
SMEs = small and medium-sized enterprises.   
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1.3. Improve coverage of basic 
rural infrastructure  
 
1.3.1. Rural renewable energy. 
Increased number of communities 
with sustainable and reliable rural 
energy supply in underserved 
rural areas 
 
1.3.2. Rural water supply 
coverage. More rural 
communities with access to safe 
drinking water  

Long- 
term 
country 
outcomes 

Outcomes 
to which  
CSP 
contributes 

Cross-sectoral 
work 

• Transforming role of local hokimiyats from enforcer of state procurement system to facilitator of diversified rural production system. 
• Improved security of tenure through cadastre reform and transparent and simplified land registration procedures 
• Community land and water management organizations involved in the management, operation, and maintenance of irrigation and drainage facilities  
• National policy framework for renewable energy and capacity building assistance for Ministry of Agriculture and Water Resources and for local 

governments. 
• Institutional strengthening of rural vodakanals (water supply utilities) in planning and financial management systems and community participation 

structures.  

Link with 
governance 
and 
institutional 
development 

1.1 Agricultural 
productivity and 
farm profitability 
improved in a 

sustainable manner 

1.2 Nonfarm 
employment and 

productivity 
increased 

1.3 Access to and 
efficiency of rural 

infrastructure 
increased 

1.2. Participating RNFEs’ incomes increases by at 
least 10% with the following: 
 
1.2.1. Links with agriculture. Links strengthened 
between producers and processors  
 
1.2.2. Cost of finance reduced and access 
improved for rural SMEs  
 
1.2.3. Access to markets. Marketing channels 
strengthened 
 
1.2.4. Increased capacity of the rural businesses, 
especially businesswomen, to participate in better-
paid RNF activities  
 
 

1.1.1. Market-oriented 
agricultural policies. Pilot 
reforms in state procurement 
system scaled up  
 
1.1.2. Land and water 
management policies. 
Sustainability of land and water 
management practices increased  
 
1.1.3. Land administration 
reform. Secure tenure through 
clear delineation of land and 
property rights 
 
1.1.4. Womens’ access to 
land of improved quality and 
supporting inputs improved

Summary of Strategic Priority 1 
Accelerate environmentally sustainable rural development to increase 

rural productivity and employment 

Across rural 
space 
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Thematic Results Framework for Strategic Priority 1: Accelerate Environmentally Sustainable Rural Development 
 

Long-term Country 
Development Outcomes 

 
(I) 

Sector Issues and 
Opportunities 

 
(II) 

CSP Outcomes that 
ADB Expects to 

Influence  
(III) 

Milestones 
and Indicators 

 
(IV) 

ADB and Partner 
Interventions  

 
(V) 

Assumptions 
and Risks 

 
(VI) 

1.1. Agriculture 
Agricultural productivity and 
farm profitability improved in 
a sustainable manner 
 
Indicator: Agricultural value-
added per worker 
 
Baseline 2004: 
Agricultural valued added 
(current price): SUM3260.9 
billion 
Number of agricultural 
workers: 3 million 
 
 
 
 
 
 

Incentives. High level of 
state intervention in the 
inputs, financing, outputs, 
and marketing of cotton and 
wheat, dampening 
agricultural productivity and 
profitability 
 
 
 
Institutions 
Land reform: Contingent 
nature and nontradability of 
leasehold rights that can be 
revoked with inadequate due 
process. Gaps in functioning 
cadastre system to 
demarcate and register land 
plots.  
 
Infrastructure. Low 
investment and spending on 
O&M in land and water 
infrastructure and poor 
natural resource pricing 
policy contributing to land 
degradation and inefficient 
water usage 
 
 
 
 
 
 
 
 

Pilot reforms in state 
procurement system 
scaled up. Role of local 
hokimiyats transformed 
from enforcer of state 
procurement system to 
facilitator of diversified 
rural production system. 
 
 
 
Security of tenure 
improved in ADB-
assisted areas with 
more transparent 
delineation of leasehold 
rights contributing to 
improved rural 
governance 
 
Sustainability of land 
and water management 
practices in ADB-
assisted areas improved 
WUAs are established 
and manage O&M in 
project areas 
contributing to improved 
rural governance 
 
 
 
 

Increase in number of 
districts with reduced 
cotton and wheat 
procurement quotas (25% 
or less) 
Base: 2005 
Number of ADB-assisted 
districts with reduced 
procurement quotas: 9 
 
 
Increase in number of 
ADB-assisted districts 
covered under improved 
cadastre system 
Base: 2005 
Number of ADB-assisted 
districts: 1 
 
 
Hectares of reclaimed land 
with sustainable land and 
water management 
practices in ADB-assisted 
areas 
Baseline: TBD 
 
Increase in number of 
functioning WUAs 
following norms of 
sustainable water 
management in ADB-
assisted districts 
Base: 2005 
Number of WUAs: 20 
 

Ongoing 
Lending: AADP, 
GPIP, AZIRP 
Nonlending: 
Agriculture sector 
review, 
CACILM 
 
Planned 
Lending: Land 
improvement 
(2006) 
Agriculture sector 
development 
(2008) 
Nonlending: 
Reform progress in 
land improvement 
policies 
 
Other Partners: 
World Bank, 
TACIS, USAID, 
SDC 
 
 
 

Central and 
local 
governments 
cooperate in 
implementation 
of reforms 
 
WUAs allowed 
autonomy to 
manage on-
farm irrigation 
and drainage 
services 
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Long-term Country 
Development Outcomes 

 
(I) 

Sector Issues and 
Opportunities 

 
(II) 

CSP Outcomes that 
ADB Expects to 

Influence  
(III) 

Milestones 
and Indicators 

 
(IV) 

ADB and Partner 
Interventions  

 
(V) 

Assumptions 
and Risks 

 
(VI) 

 Gender Equity. Women are 
benefiting less than men 
from the restructuring of 
shirkats into private farms, 
and as dekhan farmers, the 
land allotted to them is of 
lesser quality.  

Gender-equitable 
transformation of 
shirkats to private farms 
Quality land cultivated 
by women dekhan 
farmers improves. 
 
Pilot development of 
agroprocessor links with 
emphasis on rural 
women entrepreneurs. 

Baseline: TBD Planned 
LIP 
MIPF 
PFSS 

 

 Private Sector 
Development. Limited 
presence of privately run 
agricultural support 
enterprises  

Expanded network of 
sustainable private 
agricultural support 
service providers 

Increase in number of 
private agriculture service 
centers in ADB project 
areas 
Base: 2005 
Number of private 
agricultural service 
providers in ADB-assisted 
project: 1  

Ongoing 
Lending: AADP, 
GPIP, AZIRP 
Planned 
MIPF 
PFSS 

 

1.2. Rural Nonfarm sector 
Nonfarm employment and 
productivity increased 
 
Baseline: 2004 
Number of actively employed 
rural workers: 5.5 million 
 

Private rural business 
linkages. Scope for bridging 
gap between rural producers 
and high-end markets with 
value-added business 
initiatives 
 
 
Rural finance. Constraints 
on access to, and cost of, 
finance. 
 
Gender. Better-paying RNFE 
of special importance for 
women 

Rural business links 
strengthened in ADB-
assisted project areas.  
Organizational and 
contractual arrangements 
for participating rural 
entrepreneurs improved  
 
Rural financial services 
reach private rural 
SMEs  
 
Capacity of rural 
entrepreneurs, 
especially rural women, 
enhanced 
 

Registered active private 
agro-processors and 
private marketing 
enterprises in ADB-
assisted areas 
Base: 2005 
Number of active private 
processors and marketers: 
TBD under PPTA 4750 
 
 

Ongoing 
Innovative Poverty 
Reduction In 
Karakalpakstan 
Pilot-Testing for 
Rural Savings and 
Credit Unions 
 
Planned  
MIPF 
PFSS 
Rural small 
enterprises (2006) 
Market study for 
small private rural 
SMEs 
Microfinance (2008) 

Government is 
committed to 
reforming the 
enabling 
environment 
for rural 
nonfarm 
business 
activity 
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AADP = Ak Altin Development Project, ADB = Asian Development Bank, AZIRP = Amu Zang Irrigation Rehabilitation Project, CACILM = Central Asian Countries Initiative for Land 
Management, CSP = country strategy and program, GPIP = Grain Productivity Improvement Project, Kw = kilowatt, LIP = Land Improvement Project, MIPF = market infrastructure for 
private farms, O&M = operation and maintenance, PFSS = private farm support services, PPTA = project preparatory technical assistance, RNFE = rural nonfarm employment, SDC 
= Swiss Development Corporation, SME = small- and medium-sized enterprise, TACIS = Technical Assistance for Commonwealth of Independent States, TBD = to be determined, 
USAID = United States Agency for International Development, WSS = water supply and sanitation, WUA = water users associations.  

Long-term Country 
Development Outcomes 

 
(I) 

Sector Issues and 
Opportunities 

 
(II) 

CSP Outcomes that 
ADB Expects to 

Influence  
(III) 

Milestones 
and Indicators 

 
(IV) 

ADB and Partner 
Interventions  

 
(V) 

Assumptions 
and Risks 

 
(VI) 

1.3 Rural infrastructure      
Access to and efficiency of 
rural infrastructure increased 

Rural energy supply. 
Unreliable electricity supply 
in some rural areas affects 
agro-businesses and 
increases dependence on 
diesel power, which is 
polluting.  
 

Help increase access 
and affordability of 
energy use in rural 
areas by developing  
nascent market in small 
hydropower  

More rural communities with 
energy supply from small 
hydropower in ADB project 
areas 
Baseline 2005 
Number of communities:  

Number of Kw of power 
produced by small 
hydropower 
Baseline: 2005 
TBD under PPTA 4709 

Planned  
Rural renewable 
energy (2006) 
 
Other partners 
UNDP 

 

Halve by 2015 the proportion 
of people without access to 
safe drinking water 
Baseline 2004:  
% population with access to 
safe water supply coverage 
in rural areas: 65%  

Rural water supply and 
sanitation (WSS) coverage. 
Low coverage of safe water 
supply and adequate 
sanitation in certain rural 
pockets, compromising 
communities’ health  
 
Rural WSS institutions. 
Weak regulatory framework 
and limited institutional 
capacity of the regional water 
supply agencies affecting 
operational efficiency, 
planning, and financial 
management of operations  
 
Rural WSS financing. With 
low cost recovery, 
inadequate spending on 
O&M, water supply 
infrastructure is deteriorating.  

Increased access to 
safe and sustainable 
water supply for the 
rural poor 
 
 
 
 
Improved institutional 
capacity of rural 
vodakanals for planning, 
management, and 
involving communities in 
design and 
implementation 
 
 
 
Level and structure of 
tariffs adjusted to cover 
O&M costs 

Increased percentage of 
rural population with 
access to safe drinking 
water in ADB-assisted 
areas 
Baseline: 2005 
Percentage of population 
with  
access to safe drinking 
water: TBD under the third 
rural water supply PPTA 
 

Ongoing 
Western 
Uzbekistan Rural 
Water Supply 
 
Kashkadarya and 
Navoi Rural Water 
Supply and 
Sanitation Sector 
Project 
 
Planned 
Third rural water 
supply (2007) 
 
Other partners 
World Bank 

Local 
governments 
provide 
support, 
including 
adequate 
counterpart 
funding. 
 
Communities 
are willing to 
pay for 
improved and 
sustainable 
water services. 
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Summary of Strategic Priority 2 
 
 
 
 
 
 
  

2.1 Competitiveness of 
private enterprises 
enhanced by an 

improved business 
environment 

Enable private sector development  

Long- 
term 
country 
outcomes 

Outcomes 
to which  
CSP 
contributes 

Public sector capacity for pro-PSD 
reforms enhanced  
2.1.1. Effective regulatory 
management system built, with 
institutional capacity for ongoing 
regulatory impact analyses  
2.1.2. Competition policy 
strengthened with safeguards to 
ensure that industrial policy does not 
hinder competition 
2.1.3. Privatization process 
transparency enhanced  
2.1.4. Rural PSD enabling 
environment improved 

Private domestic and foreign 
investment catalyzed through 
PSOD through selected debt and 
equity investment. Privatization and 
post-privatization support in selected 
sectors, particularly infrastructure 
and utilities, enhances transparency. 
Private local banks, particularly those 
oriented toward SME activities, 
promoted.  
 

Link with 
governance 
and 
institutional 
development 

• Government capacity for regulatory planning, management and review for enhanced transparency, accountability, and consistency 
• Public-private consultations on proposed legislations and regulation affecting private businesses 
• Role of industrial associations reoriented to serve as training and information resource centers for private small and medium enterprises  
• Reduced private enterprise perceptions of lack of transparency and pervasive corruption 

 
Complementary approaches to 

public and private sector 
operations for PSD  

2.2 Private 
investment, domestic 

and foreign raised 
 



   
 

 

47

Thematic Results Framework for Strategic Priority 2: Enable Private Sector Development 
 

Long-term Country 
Development 

Outcomes 
(I) 

Sector Issues and Opportunities 
 
 

(II) 

CSP Outcomes that ADB 
Expects to Influence  

 
(III) 

Milestones 
and Indicators 

 
(IV) 

ADB and 
Partner 

Interventions 
(V) 

Assumptions 
and Risks 

 
(VI) 

Improved regulatory governance 
and institutional capacity for 
private sector development 
through effective regulatory 
management system built with 
institutional capacity for ongoing 
RIAs   
 
Government capacity to 
implement competition policy 
enhanced with competition 
agency evolving from price 
controller to a behavior-based 
regulator of competition. 
Industrial associations become 
facilitators of competition by 
serving as training and 
information resource centers for 
private small and medium 
enterprises.  
 
Process for restructuring and 
privatizing enterprises made 
more transparent 

Regulatory policy 
framework in place 
Number of regulatory 
regimes streamlined 
with RIA and 
complementary 
methodologies 
  
New competition policy 
adopted by the State 
Committee on 
Demonopolization and 
Competition 
Development.  
 
Role of industrial 
associations 
reoriented to serve ad 
training and 
information resource 
centers for private 
small and medium 
enterprises 
 

Nonlending 
Governance 
and 
institutional 
support for 
PSD TA 
cluster 
(2006–2009) 
 
 
 
 

Competitiveness of 
private enterprises 
enhanced by an 
improved business 
environment 
 
Private investment, 
domestic and 
foreign, catalyzed 
 
Independent 
business surveys   
1) Cross-country 
“doing business” 
(World Bank) 
(Sub-indicators: 
Starting a business, 
dealing with licenses, 
hiring and firing, 
registering property, 
getting credit, 
protecting investors, 
paying taxes, trading 
across borders, 
enforcing contracts, 
closing a business) 
 
Local business 
survey conducted by 
local agency (Ijtimiy 
Fikr [Public Opinion]) 
 
 

Business regulatory regime. 
Heavy regulatory burden on 
business with fragmented 
approach to regulatory reforms, 
poor regulatory governance 
 
 
 
Competition environment. 
Barriers to entry exist. Competition 
policy focused on price controls. 
State involvement in enterprise 
sector through industrial 
associations deters competition 
from non-members and weakens 
enterprise governance. 
 
 
 
 
 
Enterprise restructuring 
including liquidation and 
privatization. Number of large 
enterprises classified “strategic”, 
including insolvent firms, not 
restructured and liquidated. 
Unclear property rights contribute 
to problem. Slow progress on 
privatization of large enterprises.  
 

Enabling environment for rural 
PSD 

Indicators for improved 
enabling environment 
for rural PSD from 
strategic priority 1 
above 

Intervention 
for enabling 
rural PSD 
from strategic 
priority 1 
above 

Consistent 
Government 
commitment 
to regulatory 
reforms 
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Long-term Country 

Development 
Outcomes 

(I) 

Sector Issues and Opportunities 
 
 

(II) 

CSP Outcomes that ADB 
Expects to Influence  

 
(III) 

Milestones 
and Indicators 

 
(IV) 

ADB and 
Partner 

Interventions 
(V) 

Assumptions 
and Risks 

 
(VI) 

 Weaknesses in investment climate 
have deterred private investors. 

Private investment catalyzed 
through ADB’s PSOD 
Increased availability of financial 
products that have less collateral 
requirements (e.g., leasing) 
Increased access of SMEs to 
microfinance 

Pickup in number of 
private sector 
operations 
 
Baseline: 2005 
Number of PSOD 
trans-actions 
 

PSOD loans, 
equity, TA 
 
Other 
partners 
World Bank; 
Microfinance 
Private and 
Financial 
sector TA 
 
EBRD 
SME credit 
lines 
 
IFC 
Leasing  
Credit lines 
SME policy 
environment 
surveys 
Central 
Regional 
Housing 
Market 
Survey 

Improved 
investor 
perceptions of 
business 
climate 

ADB = Asian Development Bank, CSP = country strategy and program, EBRD = European Bank for Reconstruction and Development, IFC= International Finance Corporation 
PSD = private sector development, PSOD = Private Sector Operations Department, RIA = regulatory impact assessment, SMEs = small and medium-sized enterprises, TA = 
technical assistance.  
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Summary of Strategic Priority 3 
 
 
 
 
 
 
 
 
 

Long- 
term 
country 
outcomes 

Outcomes 
to which  
CSP 
contributes 

Link with 
governance 
and 
institutional 
development 

• Strengthened capacity of transport and trade facilitation institutions for coordination and cooperation within country and with 
regional partners 

• Information exchange and dissemination of regional best practices in transport sector and customs reforms 
• Good governance and sound integrity within customs administration  

3.2 Customs 
partnership with trade 

3.2.1 Customs modernization 
to reduce clearance time  
 
3.2.2. Coordinated border 
management 
 
 

3.1 Expanded spatial 
reach and scope of 
merchandise trade 

 

3.1.1. Reduction in physical 
barriers to transport and 
transit 
 
3.1.2. Improved transport 
governance  

Promote regional cooperation in transport and customs transit 

Synergy between 
cooperation in trade and 

transport facilitation 
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Thematic Road Map for Strategic Priority 3: Promote Regional Cooperation in Transport and Customs Transit 
Long-term 

Country 
Development 

Outcomes 
(I) 

Sector Issues and Opportunities 
 
 
 

(II) 

CSP Outcomes that 
ADB Expects to 

Influence  
 

(III) 

Milestones 
and Indicators 

 
 

(IV) 

ADB and Partner 
Interventions  

 
 

(V) 

Assumptions 
and Risks 

 
 

(VI) 
Expanded 
spatial reach 
and scope of 
merchandise 
trade  
 
Customs 
partnership with 
trade 
 
Baseline 2004:  
External trade 
turnover with 
CIS countries in 
value:  
Exports: $1.528 
million 
Imports: $1.474 
million 
 
 

Physical barriers. With 
Uzbekistan’s double-landlocked 
location, reducing high transport 
costs for cross-border goods traffic 
is a challenge. Inter-modal freight 
flows across borders are 
problematic.  
 
Non-physical barriers. These 
include complex and 
nontransparent transport 
regulations and border crossing 
procedures. Difficulties with transit 
through neighboring countries. 
 
Customs clearance costly and 
time consuming 
 

Reduction in physical 
barriers to transport and 
cross-border transit 
through support for 
regional transport 
infrastructure  
 
Enhanced institutional 
and organizational 
capacity for handling 
cross-border goods traffic 
and reduced uncertainty 
of transit time 
 
 
 
 
Internationally 
acceptable practices in 
customs administration.  
Improved customs 
revenue collection. 
Reduced corruption in 
customs administration 
 
Using subregional 
mechanisms to develop a 
regional network of 
transport and trade-
related infrastructure 
agencies that share 
information and 
coordinate investment 
plans 

Share of regional road 
transport corridor 
constructed under ADB-
assisted projects 
 
Time of rail transport to 
transit from border entry to 
border exit under the ADB 
project 
 
 
 
 
 
 
Reduction in average 
customs clearance time, 
Baseline: 2005 
Average customs 
clearance time: TBD under 
TA for customs 
modernization 
 

Lending 
Regional 
infrastructure 
(roads) (2007) 
 
Regional 
infrastructure 
(railways) (2008) 
 
Nonlending 
Transport sector 
strategy (2006) 
Customs 
modernization  
(2008) 
 
Coordination 
mechanisms: 
Under CAREC: 
 
Transport Sector 
Coordinating 
Committee 
  
Customs 
Cooperation 
Committee 
 
Other partners 
EBRD 
 
JBIC 
 

Reduced 
motivation for 
national 
authorities to  
construct road 
and railway 
detours to 
avoid transit 
through 
neighboring 
countries 

ADB = Asian Development Bank, EBRD = European Bank for Reconstruction and Development, CAREC = Central Asia Regional Economic Coordination, CIS = 
Commonwealth of Independent States, CSP = country strategy and program, JBIC = Japan Bank for International Cooperation, TA = technical assistance, TBD = to be 
determined. 
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Summary of Strategic Priority 4 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

4.2 Rural-urban 
differences in quality 
of basic education 

reduced 

4.1 Healthy young 
children ready to 

learn 

 
4.1.1. Expanded provision 
and improved quality of early 
childhood education 
programs, with special focus 
on children deprived due to 
poverty or disability 
 
4.1.2. Increased number of 
rural communities are 
developing alternative cost-
effective ECD delivery 
services 

 
4.2.1. Improved physical and 
human resource endowment 
in rural schools 
 
4.2.2. Improved education 
sector efficiency 
 
 
 

Build human capital of the poor 

Long- 
term 
country 
outcomes 

Outcomes 
to which  
CSP 
contributes 

Link with 
governance 
and 
institutional 

• Community participation in ECD project designs and implementation 
• Enhanced reform management capacity in basic education 
• Building private-public partnerships and facilitating private initiative in education 

Links between basic education and 
other parts of the education system 
strengthened 
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Thematic Results Framework for Strategic Priority 4: Build Human Capital of the Poor 

 
Long-term 

Country 
Development 

Outcomes 
(I) 

Sector Issues and 
Opportunities 

 
 

(II) 

CSP Outcomes that ADB 
Expects to Influence 

 
 

(III) 

Milestones 
and Indicators 

 
 

(IV) 

ADB and 
Partner 

Interventions 
 

(V) 

Assump-
tions and 

Risks 
 

(VI) 
Healthy young 
children ready to 
learn 
 
Baseline 2005:  
Percentage of 
children enrolled 
in preschool: 
21%  

Pre-school enrolment, It is 
low. Rationalization of ECD 
service coverage needed Poor 
households unable to afford 
fees for ECD services.  
 
ECD service quality concerns 
due to insufficient funding for 
early childhood learning 
materials and teacher training 

Strengthened policy framework 
for providing ECD services 
 
Programs established to 
expand provision and increase 
quality of early childhood 
education and health programs, 
with focus on poor and disabled 
children.  
 
Community involvement in 
ECD service provision 
promoted. Increased number of 
rural communities are 
developing alternative cost-
effective ECD delivery services 

Percentage of children enrolled 
in early childhood education in 
ADB-assisted areas 
Baseline: 2005 
Percentage of enrollment in 
ECD: To be determined 
 
 

Ongoing 
Woman and 
Child Health 
(2004) 
 
Planned 
Early 
childhood 
development 
(2008) 
 
Other 
partners 
UNICEF 
 
 

Improved 
inter-
agency 
coordi-
nation on 
community 
involve-
ment 
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Long-term 

Country 
Development 

Outcomes 
(I) 

Sector Issues and 
Opportunities 

 
 

(II) 

CSP Outcomes that ADB 
Expects to Influence 

 
 

(III) 

Milestones 
and Indicators 

 
 

(IV) 

ADB and 
Partner 

Interventions 
 

(V) 

Assump-
tions and 

Risks 
 

(VI) 
Rural-urban 
differences in 
quality of basic 
education 
reduced 
 
 
 
Educational 
quality indicator: 
TBD 
 
 
 
 

Rural-urban disparities in 
material and human resource 
endowments of schools 
 
Quality of basic education a 
concern. Learning outcome 
measures not well-developed 
  
 
Sector efficiency low because 
of rigid central norms that 
regulate budget allocations and 
personnel deployment 
 
NPSED program (2004–2009) 
envisages major investments in 
basic education 
 

Improved physical and human 
resources in rural schools to 
bridge rural-urban gap.  
 
Improved sector efficiency 
 
Reliability and quality of 
education information base 
increased 
 
Building private-public 
partnerships and facilitating 
private initiative in the 
education sector 

Increased percentage of rural 
schools with adequate material 
infrastructure in ADB-assisted 
areas 
Baseline: 2005 
 
Increased percentage of trained 
teachers in rural schools in ADB-
assisted projects 
Baseline: 2005 
 

Ongoing 
Education 
Sector 
Development 
Program 
(2002) 
 
Second 
Textbook 
Development 
(2004) 
 
ICT in Basic 
Education 
(2005) 
 
Planned 
Rural Basic 
Education 
(2007) 
 
Other 
partners 
USAID 
 
World Bank 
(planned) 

Govern-
ment 
commit-
ment to 
implemen-
ting basic 
education 
reform is 
sustained 

ADB = Asian Development Bank, CSP = country strategy and program, ECD = early childhood development, ICT = information and communication technology, NPSED = 
National Program of General School Education Development, TBD = to be determined, UNICEF = United Nations Children's Fund, USAID = United States Agency for 
International Development. 
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COUNTRY AND PORTFOLIO INDICATORS, AND ASSISTANCE PIPELINE 
 

Table A1.1: Progress Toward the Millennium Development Goals and Targets 
 

Goals and Targets Regional MDG Issues  
(World Bank 2005)a  Country Status 

Goal 1: Eradicate 
Extreme Poverty and 
Hunger 
 
Target 1: Halve, between 
1990 and 2015, the 
proportion of people 
whose income is less than 
$1/day. 
 
Target 2: Halve, between 
1990 and 2015, the 
proportion of people who 
suffer from hunger. 
 
 

• Unsuitability of 1990 as a baseline 
that hides the post-transition 
recession improvements since the 
indicators hit their lowest levels 

• Inappropriateness of $1/day poverty 
line in cold climates, where spending 
on food, heat, and winter clothing is 
higher than in other regions. A 
poverty line of $2.15/day (at 2000 
international prices) is deemed more 
appropriate.  

Status 
Population living on below $2.15/day ($2,000 PPP): 47.3% 
Population below national poverty line: 26.2% in 2003 (from 
27.5% in 2001 and 25.3% in 2002) 
 
Target 
I-WISP: National poverty rate down to 20% by 2010  
 
Challenges to Achieving the Goal 
To achieve the national target, a more broad-based, 
sustainable, PSD-oriented growth platform capable of 
creating jobs, is needed.  
 
Linkage to CSP Objectives 
The CSP’s four strategic priorities (rural development, PSD, 
regional trade and transport, and human development) 
support a more broad-based and sustainable growth 
platform that will enhance Uzbekistan’s chances for 
achieving poverty reduction targets. 

Goal 2: Achieve 
Universal Primary 
Education 
 
Target 3: Ensure that, by 
2015, children 
everywhere, boys and 
girls alike, will be able to 
complete a full course of 
primary schooling. 
 
 

All Central Asian countries require 
school durations that go beyond the 
primary level, typically 9 years or more. 
Since the duration of required schooling 
reflects consensus in each country on 
the minimum acceptable level of 
schooling, completion of the compulsory 
cycle is a more appropriate indicator of 
educational attainment for the MDGs 
than completion of the primary cycle.  

Status  
Primary completion rate: 103.0 
Grades 1–9 net enrollment ratio: 78.7 
Gross enrollment rate of 7–15-year-olds: 97.5 
 
Target 
I-WISP: Maintain universal access while improving quality 
 
Challenges to Achieving the Goal 
Rural–urban disparities in school infrastructure and human 
resources exist. Sector efficiency is low. National quality 
targets are not defined. System of measuring learning 
outcomes is weak.  
 
Link to CSP Objective 
CSP includes a focus on basic education, with expected 
outcomes of improved physical and human resources in 
rural schools, improved sector efficiency, and enhanced 
reliability and quality of education information base. 

Goal 3: Promote Gender 
Equality and Empower 
Women 
 
Target 4: Eliminate gender 
disparity in primary and 
secondary education, 
preferably by 2005, and in 
all levels of education no 
later than 2015. 

Gender disparities go both ways in 
Central Asia, with instances of gender 
disadvantages for men as well as 
women. There is virtually no gender gap 
in primary education.  

Status 
Ratio of girls to boys for primary completion rates: 98.9% 
Ratio of girls to boys in secondary education: 96.0% 
Proportion of seats held by women in national Parliament: 
7% 
 
Target 
I-WISP: None 
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Goals and Targets Regional MDG Issues 

(World Bank 2005)a Country Status 

  Challenges to Achieving the Goal 
There are gender gaps at higher levels of education and in 
labor force participation. Closing these gaps needs gender-
sensitive policies and interventions combined with efforts to 
address societal attitudes to women's roles.  
 
Linkage to CSP Objectives 
Emphasis on jobs for women and enhancing capabilities, 
including through ICT in basic education 

Goal 4: Reduce Child 
Mortality 
 
Target 5: Reduce by two 
thirds, between 1990 and 
2015, the under-5 
mortality rate. 

For many CIS countries, the difference 
between official data and estimates of 
international agencies for child mortality 
is significant because of differences in 
definitions. The Soviet definition of "live 
births" is less rigorous than the WHO 
definition. Applying the required two-
thirds reduction in the under-5 mortality 
rate) to the 1990 baseline in Central 
Asian countries produces targets lower 
than the current average for high-
income countries. 

Status 
Under-5 mortality rate (Transmonee): 24.3 per 1,000 live 
births 
Infant mortality (official): 15.4 per 1,000 live births 
Infant mortality (UHES): 62 per 1,000 live births 
 
Target  
I-WISP: Reduce infant mortality rate to 15 per 1,000 live 
births by 2010 
 
Challenges 
Reducing child mortality will depend on improving the quality 
primary health care services and addressing contributory 
causes to child mortality (acute respiratory infections and 
water-borne diseases caused by safe drinking water).  
 
Link to CSP Objectives 
The proposed ECD and rural water supply interventions will 
raise parents’ awareness of children’s health.  

Goal 5: Improve 
Maternal Health 
 
Target 6: Reduce by three 
quarters, between 1990 
and 2015, the maternal 
mortality ratio. 

As with child mortality, applying the 
required three-fourths reduction in 
maternal mortality to the 1990 baseline 
produces a target lower than the current 
average for high-income countries in 
Central Asia. 

Status 
Maternal mortality rate (MMR) (official): 31.6 deaths per 
100,000 live births 
 
Target 
I-WISP: 28.0 deaths per 100,000 live births by 2010 
 
Challenges 
To reduce MMR, SVP and first referral services need to be 
improved.  
Link with CSP Objectives 
The ongoing Woman and Child Health Project and the 
World Bank’s Health II Project will help improve the quality 
of maternal health services.  

Goal 6: Combat 
HIV/AIDS, Malaria, and 
Other Diseases 
 
Target 7: Have halted by 
2015, and begun to 
reverse, the spread of 
human immunodeficiency 
virus/acquired immune 
deficiency syndrome 
(HIV/AIDS). 
 
 

Unlike in other regions, the HIV/AIDS 
epidemic in Central Asia is still in its 
early stages. Indicators need to be 
more appropriate to the nature (mostly 
prevalent among young male injecting 
drug users) and stage of epidemic.  

Status 
HIV infection rates per million people (ECEM AIDS): 70.4 
Incidence of tuberculosis per 100,000 people: 79.4  
 
Target 
I-WISP: Give infected people access to anti-retroviral drugs. 
 
Challenges 
Main challenges are combating the stigma and 
discrimination faced by people with HIV, setting up strong 
coordination and monitoring mechanisms, engaging in 
behavior change communication activities, and screening for 
HIV in blood banks. 
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Goals and Targets Regional MDG Issues 

(World Bank 2005)a Country Status 

Target 8: Have halted by 
2015, and begun to 
reverse, the incidence of 
malaria and other major 
diseases. 
 

  
Link with CSP Objectives 
The rural water supply initiative will cover HIV/AIDS 
awareness. 

Goal 7: Ensure 
Environmental 
Sustainability 
 
Target 9: Integrate the 
principles of sustainable 
development into country 
policies and programs and 
reverse the loss of 
environmental resources. 
 
Target 10: Halve, by 2015, 
the proportion of people 
without sustainable 
access to safe drinking 
water. 
 
Target 11: By 2020, 
achieve a significant 
improvement in the lives 
of at least 100 million slum 
dwellers. 

Water access data do not present an 
accurate picture. The average 
connection rates to piped water in 
Central Asia are high by international 
standards. But because the water 
infrastructure has been deteriorating 
since the 1990s, supply is often 
irregular and of poor quality. Without 
complementary indicators to measure 
the regularity of supply and water 
quality, connection data give a 
misleading impression of sustainable 
access to safe drinking water.  

Status 
Proportion of population with access to improved water 
supply: 89%  
 
Target 
I-WISP: 90% of rural population with access to safe drinking 
water by 2010  
 
Challenges 
WSS services have been deteriorating, with rural WSS 
particularly hard hit. The problems of water supply are 
resource-related, technical, managerial, financial, and 
attitudinal. 
 
Linkage with CSP Objectives 
Rural water supply is included under rural development, 
subcategory rural infrastructure.  

CIS = Commonwealth of Independent States, CSP = country strategy and program, ECD = early childhood development, ECEM = 
European Centre for Epidemeological Monitoring of AIDS, HIV/AIDS = human immunodeficiency virus/acquired immune deficiency 
syndrome, ICT = information and communication technology, I-WISP = Interim Welfare Improvement Strategy Paper, MDG = 
millennium development goal, MMR = maternal mortality rate, PPP = purchasing power parity, PSD = private sector development, 
SVP =Selski Vrachebny Punkt (rural doctoral point), U5-MR = under 5 mortality rate, UHES =Uzbekistan Health Examination Survey , 
WHO = World Health Organization, WSS = water supply and sanitation. 
a World Bank. 2005. Millennium Development Goals. Progress and Prospects in Central Asia. Washington, DC. 
Source: Asian Development Bank, World Bank. 
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Table A1.2: Country Economic Indicators 
 

 Fiscal Year 
Item 2000 2001 2002 2003  2004 2005a/ 
A.  Income and Growth      
 1. GNI per Capita (Atlas method, $, 

current)b/ 
630 560 450 420 460  

 2. GDP Growth (%, in constant prices) 3.8  [3.3]c/ 4.2[4.1]c/ 4.2[3.1]c/ 4.4[1.5]c/ 7.7[7.4]c/ 5.0{7.0}d/ 
  a. Agriculture 3.2 4.1 6.0 5.9 10.1 — 
  b. Industry 1.3 2.7 3.4 2.8 5.4 —
  c. Transport and Communication 9.6 3.3 6.9 3.5 9.2 —
  d. Construction  2.9 3.4 3.4 3.5 3.6 — 
  e. Trade 6.9 8.6 -0.1 7.5 13.0 — 
  f. Other Services 3.4 4.1 3.6 3.3 3.8 — 
  g. Indirect Taxes minus Subsidies 4.2 3.5 2.0 2.7 7.2 — 
      
B. Saving and Investment e/ (current and market prices, % of GDP)  
 1.  Gross Domestic Investment 19.6 21.1 21.8 20.7 23.9 — 
 2. Gross National Saving 19.4 20.0 22.4 26.9 31.2 — 
      
C. Money and Inflation (annual change)   
 1. Consumer Price Index (end of period) 28.2[46.2]c/ 26.5[58.1]c/ 21.6[24.4]c/ 3.8[7.7]c 3.7[15.5] c/ — 
 2. Consumer Price Index (annual 

average) 
24.9[49.2] c/ 27.4[47.5] c/ 27.6[44.3] c/ 10.3[14.8]c/ 1.6[8.8]c 20.0{7.8}d/ 

 3. Broad Money (% change) 37.1 54.3 29.7 27.1 47.8 52.9 
      
D. Government Finance (% of GDP)   
 1. Revenue 36.8 34.5 35.7 33.1 32.3 29.6 f1/ 
 2. Expenditure and Onlending 38.9 36.0 37.2 33.9 32.0 32.7 f2/ 

3. Consolidated balance (Deficit -) -2.5 -1.3 -1.9 0.1 0.4 -2.6f3/  

{0.1} d/ 
      

E. Balance of Payments      
 1. Merchandise Trade Balance (% of  
  GDP) 

3.6 1.6 3.4 8.2 10.0 — 

 2. Current Account Balance (% of GDP; 
deficit -) 

1.6[2.9]c/ -1.0[-1.6]c/ 1.2[1.5]c/ 8.7[8.9]c/ 10.1 7.8 

3. Merchandise Exports ($) Growth  
  (annual % change; negative -) 

5.2 -6.6 -8.4 29.1 31.6 — 

4. Merchandise Imports ($) Growth  
  (annual % change; negative -) 

-5.6 4.6 -14.4 10.0 27.3 — 

      
F. External Payments Indicators      

1. Gross Official Reserves (including  
 gold, $ million) 

1,273 1,300 1,215 1,659 2,147 2,400 

  In Months of Current Year's Imports of 
Goods 

5.2 4.6 5.4 6.4 6.5 6.3{7.0} d/ 

 2. External Debt Service (% of exports of 
  goods and services) 

25.7 25.6 23.3 22.5 17.5 — 

 3. Total External Debt (% of GDP) 31.4[56.2]c/ 37.3[60.0]c/ 44.8[54.3]c/ 43.7[44.6]c/ 37.9 33.0 
      
G. Memorandum Items      
 1. GDP (current prices, SUM billion) 3,256 4,925 7,450 9,838 12,189 — 
 2. Exchange Rate (SUM/$, average) 237 423 772 971 1,019 1,180 g/ 
 3. Population (million)h/ 24.8 25.1 25.4 25.7 26.0 — 

— = not available, GDP = gross domestic product. 
a/ International Monetary Fund. Middle East and Central Asian Regional Economic Outlook. September 2005. Washington, DC.  
b/ World Development Indicators Online. 
c/ International Monetary Fund alternate estimates taken from Staff Reports for the Article IV Consultation. 
d/ Bracketed figures are Government estimates recently announced in local media. 
e/ Officially reported saving-investment balance does not equal the officially reported current account balance. 
f1/ Central Government total revenue excluding grants;  
f2/Central Government Total expenditure and Net Lending 
f3/Central Government fiscal balance 
g/ Economist Intelligence Unit 
h/ADB. 2005. Key Indicators. Manila. 
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Table A1.3: Country Poverty and Social Indicators 
 
 Period 
Item 1990 Latest Year 
A. Population Indicators   
 1. Total Population (million) 20.4 25.8 (2003) 
 2. Annual Population Growth Rate (% change) 2.2 1.9 
   
B. Social Indicators   
 1. Total Fertility Rate (births/woman) 4.0 2.7 (2002/2005) 

2. Maternal Mortality (per 100,000 live  
births) 

65.0 (1991) 34.1 (2001) 

 3. Infant Mortality Rate (below 1 year  
 per 1,000 live births) 

65.0 (1990) 57.0 (2003) 

 4. Life Expectancy at Birth (years) 69.0 (1995) 66.5 (2003) 
  a. Female 72.0 (1995) 69.8 (2003) 
  b. Male 66.0 (1995) 63.4 (2003) 
 5. Adult Literacy (%) 98.7 99.3 (2003) 
  a. Female 98.0 (1995) 98.9 (2003) 
  b. Male 100.0 (1995) 99.6 (2003) 
 6. Primary School Net Enrollment (%) 99.5 99.6 (2000) 
 7. Secondary School Gross Enrollment (%) — — 
 8. Child Malnutrition (% below age 5) — 19.0 (1995/2002)a 
 9. Population Below Poverty Line (%) — — 
 10. Population Use Safe Water (%) MICS   84.0 (2000) — 
 11. Population with Access to Improved  
  Sanitation (%) 

— 58.0 

 12. Public Education Expenditure (% of GDP)  57.0 (2002) 
 13. Human Development Index 0.695 0.694 (2003) 
  Rank 80.0 107 (2002) 
 14. Gender-Related Development Index  — 0.692 (2003) 
  Rank — 86.0 (2003) 
   
C. Poverty Indicators   
 1. Poverty Incidence — 27.5 (2000/01) 
 2. Percent of Poor to Total Population — — 
 3. Poverty Gap — 4.3 (2000) 
 4. Poverty Severity Index — — 
 5. Inequality (Theil L Index) — — 
 6. Human Poverty Index — — 
  Rank — — 

— = not available, GDP = gross domestic product. 
a Data refer to children underweight for the age. Refers to the most recent year available during the period specified. 
Sources: Uzbekistan authorities; International Monetary Fund; World Bank; World Health Organization; United 
Nations Development Programme. Human Development Reports (1993, 2001, 2002, 2003, and 2004). New York; 
UNICEF. At a Glance: Uzbekistan. Available: http://www.unicef.org/infobycountry/Uzbekistan_statistics.html.; 
UNICEF. 2000. Multiple Indicator Cluster Survey. 
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Table A1.4: Country Environment Indicators 
 

Indicators Latest Year 
A. Energy Efficiency of Emissions  
 1. GDP/Unit of Energy Use (PPP$/kgoe) 0.7 (2001)
 2. Traditional Fuel Use (% of total energy use) 4.2 (2001)
 3. Carbon Dioxide Emissions 109.5 (2000)
 
B. Population exposed to high pollution of air, water 
 1. Air 2,310,000
 2. Water 6,068,000
 
C. Land Use and Deforestation 
 1. Forest Area (million hectares) 81.1 (2003)
 2. Average Annual Deforestation (0.2) (1999–2000)
 3. Rural Population Density (people/km2 of arable land)  352.0 (2002)
 4. Arable land (% of total land) 67.0 (2001)
 5. Permanent Cropland (% of total land) 88.6 (2001)
 
D. Biodiversity and Protected Areas 
 1. Nationally Protected Area (% of land area) 2.0 (2003)
 2. Mammals (number of threatened species) 9 (2002)
 3. Birds (number of threatened species) 9 (2002)
 4. Higher Plants (number of threatened species) 1 (2002)
 5. Reptiles ( number of threatened species) —
 6. Amphibians (number of threatened species) —
 
E. Urban Areas 
 1. Urban population 35.6 (2002)
 2. Freshwater Withdrawal (% of total water resources) 50.8 (2000)
 3. Wastewater Treated (mm3) 1078 (2002)
 4. Solid Waste Generated per Capita (kg/day) 2 (2003)
— = not available, GDP = gross domestic product, kg = kilogram, kgoe = kilograms of oil equivalent, km2 = square 
kilometer, mm3 = cubic millimeter, PPP = purchasing power parity. 
Sources: World Bank. The Little Green Data Book (2003 and 2004). Washington, DC.; World Resources Institute. 
Biodiversity and Protected Areas-Country Profile Uzbekistan. Available: http://earthtrends.wri.org/text/biodiversity-
protected/country-profile-192.html. 
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Table A1.5: Development Coordination Matrix 
 
Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ Strategy/Activities
Agriculture and Natural 
Resources 
 
 
 

Strategy: Two-track approach for projects (i) to support government 
reform initiatives and demonstrate the efficacy of reforms; and (ii) to 
arrest deterioration in rural living standards through sustainable 
rehabilitation of agriculture and water infrastructure, and through land 
improvement.  
 
Approved activities  
 Loans 
  Ak Altin Agricultural Development (2001) 
  Grain Productivity Improvement with attached technical 

assistance (TA) (2003) 
  Amu Zhang Irrigation Rehabilitation with attached TA (2003) 
 ADTA  
 Pilot Testing of Rural Savings and Credit Union Development 

(2001) 
 Institutional Support for Sustainable Agricultural Development 

(2001) 
 Furthering Reforms in the Grain sector (2003) Support to Policy 

and Institutional Reforms in water sector 
 Agriculture Sector Review and Planning (2004) 
 
Planned activities 

Loans 
 Land Improvement (2006) 
 Development of Market Infrastructure for Private Farms (2006) 
 Private Farm Support Services (2007) 
 Agriculture Sector Development (2008) 
 TA 
 Reform Progress in Land Improvement (ADTA) (2006) 
 
 

World Bank: Irrigation and drainage infrastructure, rural 
enterprise support.  
IFC: Agribusinesses 
EBRD: Agribusinesses. 
EU/TACIS: Nonfarm rural enterprises, agriculture 
information system, agriculture wholesale market 
development, solar heating plants.   
USAID: Irrigation network management and on-farm 
water management activities.   
UNDP: Renewable energy for rural communities   
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Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ Strategy/Activities
Education Strategy: Support efforts to improve the quality of education, raise 

system efficiency, and strengthen national capacities to manage sector 
reforms. The Asian Development Bank (ADB) is the lead international 
funding agency in the sector. 
Approved activities  
 Loans 
 Basic Education Textbook Development. 
 Senior Secondary Education. 
 Education Sector Development Program. 
 ADTA 
 Monitoring the Implementation of Education Reform. 
 Capacity Building in Education Finance.  
 Capacity Building of the Center for Senior Secondary Education. 
 Assessment of Regional and School Management. Structure and 

Capacity for Senior Secondary Education.  
 Review of Senior Secondary Education System. 
 
Planned activities 

Loans 
 Rural Basic Education (2007) 
 Early Childhood Development (2008) 
 TA 
  
 Early Childhood Development (ADTA) 
  

EU/TACIS: Vocational education; university networks 
German development assistance (through GTZ): 
Vocational education and training  
USAID: Basic education,  
Japan International Cooperation Agency (JICA): 
Vocational education 
UNICEF/UNESCO: Education management information 
system German development assistance (through 
KfW): Vocational education  
World Bank: Planned entry into basic education. 
Government of the PRC: ICT in Basic Education. 

Energy Strategy: Encourage regional trade in energy. 
Approved activities  
  Loan 
 Regional Power Transmission Modernization Project (2002) with 

EBRD cofinancing.  
 ADTA 
 Energy Needs Assessment (2002). 
 Off-grid Renewable Energy Development (2003). 
 
Planned activities 
 Loans 
 Rural Renewable Energy Development (2006) 
 Energy Efficiency Improvement (2006) 
  
  
   

EBRD: Regional energy trade, energy-saving, metering    
JBIC: Thermal power  
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Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ Strategy/Activities
Environment Strategy: Support for reducing air and water pollution, encouraging 

water conservation, protecting soil resources, and promoting solid 
waste management.  
Activities: Crosscutting environmental concerns incorporated into 
ADB’s two ongoing water supply projects and two agricultural projects. 
One TA project was approved for strengthening of institutions engaged 
in environmental protection. 
 

World Bank: Aral Sea-GEF-Water and Environmental 
Management 
UNDP: Biosphere Reserve  
UNEP: Elimination of ozone destruction materials  

Gender and 
Development 

Strategy: Address gender biases in schooling and skills development. 
Activities: Crosscutting gender concerns are incorporated into ADB’s 
two ongoing education projects, Amu Zhang Irrigation Rehabilitation, 
Grain Productivity Improvement, Ak Altin Agriculture Development, 
Western Uzbekistan Rural Water 
Supply projects, as well as a Microfinance Development project and 
JFPR’s Innovative Poverty Reduction project. Uzbekistan Resident 
Mission has been implementing the Poverty Reduction in 
Karakalpakstan projects. 
 

World Bank: 
Others: British Embassy, FINCA, NOVIB, JICA, 
International Organization for Migration, Italian Embassy, 
Mercy Corps, OSCE, Embassy of Switzerland, USAID  
 

Governance 
 

   ESW 
    Country Governance Assessment (2005). 
Planned activities 
 Loans 
 Rural Small Enterprise Development (2006) 
 Microfinance Development (2008) 
 TA 
 Rural Development (TA Cluster) (over 2006–2009) 
 Governance and Institutional Support for Private Sector 

Development (TA Cluster) (2006–2009) 
 

World Bank: Public finance management. 
UNDP: Capacity building for civil society groups. 
USAID: Grassroots efforts e.g. NGO development and 
civic advocacy (Counterpart), support for independent 
broadcast and print media (Internews, Adil soz), legal 
reform, judicial ethics, and judicial training. 

Health, Nutrition, and 
Social Protection 

Strategy: To improve access to and the quality of maternal and child 
health services. 
 
Approved activities 

Loan 
  Woman and Child Health (2004) 
 TA 

Grant assistance to Uzbekistan for Improving Nutrition to 
Poor Mothers and Children (2001) 

  

World Bank: Primary health care, HIV/AIDS. 
World Health Organization, UNICEF: Across the health 
spectrum. 
UNFPA/UNDP/UNODC/UNAIDS: Family planning, 
reproductive services, HIV/AIDS, drug-related morbidity 
and mortality. 
USAID: Primary health care, infectious diseases control 
JICA: Health Sector Master Plan, training for medical 
workers. 
German development assistance (through KfW): TB, 
reproductive health, contraceptives.  
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Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ Strategy/Activities
  UK-DFID: Capacity building for GP training and 

education program, technical assistance for medical 
education, nursing education  
EU-TACIS: Preventive health care  
GTZ: Family planning 
 

Poverty Reduction Strategy: Support sustainable reduction in poverty and improvements 
in living standards by creating income opportunities and sustaining 
human development and social protection, especially in rural areas. 
Activities: All ADB interventions aim to reduce poverty and improve 
living standards. 
 

World Bank: Poverty assessments. 
UNDP: Regional development strategies, monitoring of 
MDG implementation, capacity building of the State 
Statistics Committee. 

Private Sector 
Development 

Strategy: Enabling environment for business through improved public 
services for private sector and catalyzing private investment through 
ADB's PSOD. 
Approved activities  
 Loans 
 Rural Enterprise Development (1996) 
 Small and Medium Enterprise Development (2000) 
 Small and Microfinance Development (2002) 
 ADTA 
 Development of Capital Market (2003) 
 Strengthening the Legal and Policy Framework for Foreign 

Investment (2003) 
 Institutional Strengthening of National Bank of Uzbekistan (1996) 
 Developing Commercial Banking Skills (1998). 
 Pension Reform (1998) 
 Strengthening the Banking Sector (1999) 
 Development of the Insurance Industry (2000) 
 Supporting Small and Microfinance Development Facility (2002) 
 Institutional Strengthening of the State Committee on 

Demonopolization and Competition Development (2003) 
 Enterprise Restructuring and Corporate Governance (2002) 
 Developing a Management Information System for Uzbek 

Telecom (2002) 
ESW 

 Private Sector Assessment (2005) 
  

EBRD: Credit lines, equity investment. 
IFC: SME policy environment surveys, leasing, housing 
finance. 
World Bank: Rural enterprise support 
USAID: SME, support for WTO accession, microfinance 
development. 
UNDP: Microcredit programs  
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Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ Strategy/Activities
Water Supply, 
Sanitation, and Waste 
Management 

Strategy: Support the Government's water supply program, encourage 
water conservation, and build capacity. 
Approved activities  
  Loans 
 Western Uzbekistan Rural Water Supply (2002) 
 Kashkadarya and Navoi Rural Water Supply & Sanitation Sector 

Project (2005) 
Planned activities  
    Loan 
 Rural Water Supply III (2007) 

EBRD: Urban water supply  
USAID: Urban water supply 
World Bank: Rural and urban water supply and 
sanitation  
 

Transport and 
Communication 
 
 
 

Strategy: Development of regional transport corridors and easing of 
unnecessary barriers to trade and traffic.  
Approved activities  
  Loans 
 Railway Rehabilitation (1998) 
 Railway Modernization (2001) 
  ADTA 
 Building Project Implementation Capacity of Uzbekistan Railways 
 Institutional Strengthening of Uzbekistan's Railway Company 
 Institutional Strengthening and Policy Support to the Road Sector 
 Facilitating Development of the Railway Sector 
 Central Asia: Reassessment of the Regional Transport Sector 

Strategy 
Planned activities:  
 Loans 
 Regional Transport (Roads) (2007) 
 Regional Transport (Railways) (2008)  
 TA 
 Regional Infrastructure (Roads) (2006)  

EBRD: Railways, airport 
JBIC: Railways  
KfW: Railways 
World Bank: Urban transport   

ADB = Asian Development Bank, ADTA = advisory technical assistance, EBRD = European Bank for Reconstruction and Development, ESW = economic and 
sector works, EU = European Union, FINCA = Foundation for International Community Assistance, GEF = Global Environment Facility, GP = general practitioner, 
GTZ = German Agency for Technical Cooperation, HIV/AIDS = human immunodeficiency virus/acquired immune deficiency syndrome, ICT = information and 
communication technology, IFC = International Finance Corporation, JBIC = Japan Bank for International Cooperation, JFPR = Japan Fund for Poverty 
Reduction, JICA = Japan International Cooperation Agency, KfW = Kreditanstalt für Wiederaufbau, MDG = millennium development goal, NGO = nongovernment 
organization, NOVIB = Netherlands Organization for International Development Cooperation, OSCE = Organization for Security and Co-operation in Europe, 
PRC = People's Republic of China, PSOD = private sector operations development, SME = small- and medium-sized enterprise, TA = technical assistance, 
TACIS = Technical Assistance for Commonwealth of Independent States, TB = tuberculosis, UK-DFID = Department for International Development of the United 
Kingdom, UNAIDS = Joint United Nations Programme on HIV/AIDS, UNDP = United Nations Development Programme, UNEP = United Nations Environment 
Programme, UNESCO = United Nations Educational, Scientific, and Cultural Organization, UNFPA = United Nations Population Fund, UNICEF = United Nations 
Children's Fund, UNODC = United Nations Office for Drug Control, USAID = United States Agency for International Development, WTO = World Trade 
Organization. 
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Table A1.6: Portfolio Indicators—Portfolio Amounts and Ratings 

(public sector loans, as of 31 December 2005) 
 
 Ratinga 
 
 

 
Net Loan 
Amount 

 
 

Total 
Highly 

Satisfactory 
 

Satisfactory 
Partly 

Satisfactory 
Unsatis- 
factory 

 
Potential 
Problemb 

 
 

At Riskc 
Sector $ million %  No. %  No. %  No. %  No. %  No. %  No. %  No. (%) 
Agriculture and Natural  
 Resources 

135.2 21.3 3 20.0 0 0 3 100.0 0 0 0 0 0 0 0 0 

Education 219.7 34.7 5 33.3 0 0 5 100.0 0 0 0 0 0 0 0 0 
Energy 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Finance 20.0 3.2 1 6.7 0 0 1 100.0 0 0 0 0 0 0 0 0 
Health, Nutrition and Social 
 Protection 

40.0 6.3 1 6.7 0 0 1 100.0 0 0 0 0 0 0 0 0 

Industry and Trade  50.0 7.9 1 6.7 0 0 1 100.0 0 0 0 0 0 0 0 0 
Law, Economic 
 Management  and 
 Public Policy 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Transport and 
 Communications 

70.0 11.0 1 6.7 0 0 1 100.0 0 0 0 0 0 0 0 0 

Water Supply, Sanitation, 
 and Waste 
 Management 

98.7 15.6 3 20.0 0 0 3 100.0 0 0 0 0 0 0 0 0 

Multisector 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
 Total 633.6 100.0 15 100.0 0 0 15 100.0 0 0 0 0.0 0 0.0 0 0 
No. = number. 
a One rating for implementation progress and development objectives, based on the lower rating of either. 
b Potential problem loans are satisfactory loans but have four or more risk factors associated with partly satisfactory or unsatisfactory performance. 
c A loan is “at risk” if it is rated as partly satisfactory, as unsatisfactory, or as a potential problem. 
Source: Asian Development Bank estimates. 
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Table A1.7: Portfolio Indicators—Disbursements and Net Transfers of Resources 

(public sector loans, as of 31 December 2005) 
 

Disbursements and Transfers OCR ADF Totalb 
Disbursementsa    
 Total Funds Available for Withdrawal ($ million) 566.5 0.0 566.5 
 Disbursed Amount ($ million, cumulative) 227.0 0.0 227.0 
 Percentage Disbursed  
  (disbursed amount/total available) 40.1 0.0 40.1 

 Disbursements ($ million, latest year) 91.8 0.0 91.8 
 Disbursement Ratio (%) 20.7 0.0 20.7 
Net Transfer of Resources ($ million)    
      2000 55.4 1.2 56.6 
      2001 26.0 4.4 30.5 
      2002 9.6 6.7 16.3 
      2003 29.0 3.2 32.2 
      2004 68.4 2.4 70.8 
      2005 69.7 (0.2) 69.5 
ADF = Asian Development Fund, OCR = ordinary capital resources. 
a Includes ongoing loans and loans with disbursements in 2005. 
b Ratio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less 

cancellations during the year. Effective loans during the year have also been added to the beginning balance of 
undisbursed loans. 

Source: Asian Development Bank estimates. 
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Table A1.8: Portfolio Implementation Status 
(public sector loans, as of 31 December 2005) 

 
    Net Loan Amount Approval Effective Closing Date  
  Loan  OCR ADF Date Date Original Revised Progress 

No. Sector No. Title ($ million) ($ million)     (% complete) 
           

1. ED 1737 Senior Secondary Education 57.0 — 08 Feb 00 01 Feb 01 30 Jun 05 30 Jun 05 70 
2. TC 1773 Railway Modernization 70.0 — 31 Oct 00 21 Sep 01 31 Dec 05 31 Dec 05 57 
3. IN 1799 Small and Medium Enterprise 

Development 
50.0 — 11 Dec 00 18 Oct 01 18 Oct 06 18 Oct 06 — 

4. AG 1833 Ak Altin Agricultural 
Development 

36.0 — 23 Aug 01 19 Apr 02 31 Mar 07 31 Mar 07 44 

5. WS 1842 Urban Water Supply 36.0 — 27 Sep 01 24 Jul 02 30 Jun 07 30 Jun 07 15 
6. WS 1903 Western Uzbekistan Rural 

Water Supply 
38.0 — 02 May 02 09 Jun 03 31 Mar 06 31 Mar 08 20 

7. ED 1960 Education Sector Development 
Program 

70.0 — 06 Dec 02 22 Oct 03 30 Jun 06 30 Jun 06 — 

8. ED 1961 Education Sector Development 
Project 

38.5 — 06 Dec 02 22 Oct 03 30 Jun 08 30 Jun 08 15 

9. FI 1963 Small and Microfinance 
Development 

20.0 — 09 Dec 02 20 Jul 04 31 Dec 10 31 Dec 10 1 

10. AG 2017 Grain Productivity 
Improvement 

26.0 — 14 Nov 03 9 Dec 04 31 Mar 09 31 Mar 09 — 

11. AG 2069 Amu Zang Irrigation 
Rehabilitation 

73.2 — 19 Dec 03 16 Nov 04 30 Sep 09 30 Sep 09 8 

12. HL 2090 Woman and Child Health 
Development 

40.0 — 23 Sep 04 09 Mar 05 30 Jun 10 30 Jun 10 5 

13. ED 2093 Second Textbook 
Development 

25.0 — 29 Sep 04 01 Dec 04 30 Jan 10 30 Jan 10 1 

14. ED 2191 Information and 
Communication Technology 

— 29.2 27 Oct 05 — 30 Jun 11 30 Jun 11 — 

15. WS 2208 Kashkadarya & Navoi Rural 
Water Supply & Sanitation 
Sector Project 

— 24.7 12 Dec 05 — 20 Jun 11 30 Jun 11 — 

    Total 579.7 53.9      
ADF = Asian Development Fund; AG = agriculture and natural resources; ED = education; EN = energy; FI = finance; IN = industry and trade; HL = health, 
nutrition, and social protection; No. = number; OCR = ordinary capital resources; TC = transport and communications; WS = water supply, sanitation, and 
waste management.  
Source: Asian Development Bank estimates. 
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AG = agriculture and natural resources; DO = development objective; ED = education; FI = finance; HL = health, nutrition, and social protection; IN = industry 
and trade; IP = implementation progress, No. = number, PS = partly satisfactory, S = satisfactory; TC = transport and communications; U = unsatisfactory; WS 
= water supply, sanitation, and waste management. 
a  Yes for loans with four or more risk factors associated with partly “S” or “U” performance. 
b  A loan is considered “at risk” if it is rated as “PS” or “U” in either implementation progress or development objective, or if it is a potential problem loan. 
Source: Asian Development Bank estimates. 

     
 

  Loan  

Cumulative 
Contracts/ 

Commitments 

 
Cumulative 

Disbursements Rating 

 
 

Potential 

 
 

At  
No. Sector No. Title ($ million) ($ million) IP DO Problema Riskb 

          
1. ED 1737 Senior Secondary Education 36.88 34.6 S S No No 
2. TC 1773 Railway Modernization 69.27 57.4 S S No No 
3. IN 1799 Small and Medium Enterprise 

Development 
48.90 47.4 S S No No 

4. AG 1833 Ak Altin Agricultural Development 19.49 13.0 S S No No 
5. WS 1842 Urban Water Supply 31.22 5.9 S S No No 
6. WS 1903 Western Uzbekistan Rural Water 

Supply 
2.89 2.7 S S No No 

7. ED 1960 Education Sector Development 
Program 

50.00 50.7 S S No No 

8. ED 1961 Education Sector Development 
Project 

10.22 2.6 S S No No 

9. FI 1963 Small and Microfinance 
Development 

15.0 9.1 S S No No 

10. AG 2017 Grain Productivity Improvement 2.3 1.3 S S No No 
11. AG 2069 Amu Zang Irrigation 

Rehabilitation 
4.70 1.6 S S No No 

12. HL 2090 Woman and Child Health 
Development 

0.0 0.6 S S No No 

13. ED 2093 Second Textbook Development 0.0 0.2 S S No No 
14. ED 2191 Information and Communication 

Technology 
0.0 0.0 S HS No No 

15. WS 2208 Kashkadarya & Navoi Rural 
Water Supply & Sanitation Sector 
Project 

0.0 0.0 S S No No 

   Total 290.9 227.0     
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Table A1.9: Assistance Pipeline for Lending Products, 2006–2008 

 
    Year of   

Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR ADF Total Gov’t. financing 
       Loansa/ Grants    
            
2006 Firm Loans            
 Agriculture and Natural 

Resources 
           

  Land Improvement PI ECG/ENV ECAE 2005 60.0 35.0 25.0 0.00 60.0 0.00 0.00 
  Development of Market 

Infrastructure for Private 
Farms 

PI ECG/PSD ECAE 2005 30.0 30.0 0.00 0.00 30.0 0.00 0.00 

   Subtotal     90.0 65.0 25.0 0.00 90.0 0.00 0.00 
 Energy            
  Rural Renewable Energy 

Development 
OTH ECG/ENV ECEN 2005 20.0 20.0 0.00 0.00 20.0 0.00 0.00 

  Energy Transparency and 
Efficiency Project 

OTH GOV/REG ECEN  10.0 10.0 0.00 0.00 10.0 0.00 0.00 

   Subtotal     30.0 30.0 0.00 0.00 30.0 0.00 0.00 
    Total     120.0 95.0 25.0 0.00 120.0 0.00 0.00 
            
2006 Standby Loans            
 Industry and Trade            
  Rural Small Enterprise 

Development 
PI ECG ECGF   tbd tbd tbd tbd tbd tbd 

     Total      tbd tbd tbd tbd tbd tbd 
            
2007 Firm Loans            
 Agriculture and Natural 

Resources 
           

  Private Farm Support Services OTH ECG ECAE  20.0 20.0 0.00 0.00 20.0 0.00 0.00 
   Subtotal     20.0 20.0 0.00 0.00 20.0 0.00 0.00 
 Education            
  Rural Basic Education OTH ECG/ISD ECSS  30.0 0.00 30.00 0.00 30.0 0.00 0.00 
   Subtotal     30.0 0.00 30.00 0.00 30.0 0.00 0.00 
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    Year of   

Sector Targeting   Project  Cost ($million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR ADF Total Gov't financing 
       Loans a/ Grants    
            
 Industry and Trade            
  Rural Small Enterprise 

Development 
PI ECG ECGF  tbd tbd tbd tbd tbd tbd tbd 

  Subtotal     tbd tbd tbd tbd tbd tbd tbd 
 Water Supply, Sanitation and 

Waste Management 
           

  Rural Water Supply III OTH ECG ECSS 2006 25.0 0.00 25.0 0.00 25.0 0.00 0.00 
  Subtotal     25.0 0.00 25.00 0.00 25.0 0.00 0.00 
 Transport and Communications            
  Regional Transport (Roads) OTH REG ECTC 2005 20.0 20.0 0.00 0.00 20.0 0.00 0.00 
  Subtotal     20.0 20.0 0.00 0.00 20.0 0.00 0.00 
   Total     95.0 40.0 55.00 0.00 95.0 0.00 0.00 
            
2008 Firm Loans            
 Agriculture and Natural 

Resources 
           

  Agriculture Sector Development PI ECG/ISD ECAE  40.0 40.0 0.00 0.00 40.0 0.00 0.00 
  Subtotal     40.0 40.0 0.00 0.00 40.0 0.00 0.00 
 Education            
  Early Childhood Development OTH ISD ECSS  15.0 0.0 15.00 0.00 15.0 0.00 0.00 
  Subtotal     15.0 0.00 15.00 0.00 15.0 0.00 0.00 
 Finance            
  Microfinance Development OTH ISD ECGF  30.0 0.00 30.00 0.00 30.0 0.00 0.00 
  Subtotal     30.0 0.00 30.00 0.00 30.0 0.00 0.00 
 Transport and Communications            
  Regional Transport (Railways) OTH ECG ECTC  20.0 20.0 0.00 0.00 20.0 0.00 0.00 
  Subtotal     20.0 20.0 0.00 0.00 20.0 0.00 0.00 
   Total     105.0 60.0 45.00 0.00 105.0 0.00 0.00 
ADB = Asian Development Bank, ADF = Asian Development Fund, ECAE = Agriculture, Environment and Natural Resources Division, ECEN = Energy Division, ECG = 
sustainable economic growth, ECGF = Governance, Finance and Trade Division, ECSS = Social Sectors Division, ECTC = Transport and Communications Division, ENV = 
environmental protection, ISD = inclusive social development, OCR = ordinary capital resources, OTH = others, PI = poverty intervention. 
a/ The biennial allocation of ADF resources to Uzbekistan for the 2007-2008 period is $87.5 million. The loan amounts shown for the projects proposed to be funded from ADF 

are only indicative.  
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Table A1.10: Assistance Pipeline for Nonlending Products and Services, 2006–2008 
 
   Sources of Funding  
Sector Responsible Assistance ADB Others Total 
Assistance Name Division 

 
Type 

 
Source 

 
Amount 
($’000) 

Source 
 

Amount 
($’000) 

($'000) 

         
2006 Firm        
 Agriculture and Natural Resources        
  Implementation and Monitoring of Policy Reforms in 

Agriculture Sector (attached to Land Improvement) 
ECAE AOTA TASF 200 PRF 600 800 

    Subtotal    200  600 800 
 Education        
  Rural Basic Education ECSS PPTA TASF 400   400 
    Subtotal    400   400 
 Finance        
   Governance and Institutional Support for Private Sector 

 Development  TA Cluter 
ECGF AOTA TASF 250   250 

                    Subtotal    250   250 
 Transport and Communications        
       Regional Infrastructure (Roads) ECTC PPTA TASF 300   300 
                  Subtotal    300   300 
 Water Supply, Sanitation and Waste Management  
   Third Rural Water Supply   ECSS AOTA TASF 400   400 
     Subtotal    400   400 
 Multisector        
    TA Cluster for Accelerating Rural Development in UZB URM AOTA TASF 250   250 
      CSP Monitoring for Results URM AOTA   MfDR tbd Tbd 
     Subtotal    250   250 
       Total    1,800  600 2,400 
        
2006 Standby        
 Finance        
    Market Research for Rural Enterprise ECGF AOTA TASF 100   100 
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   Sources of Funding  
Sector Responsible Assistance ADB Others  
Assistance Name Division Type Source Amount 

($'000) 
Source 

 
Amount 
($'000) 

Total 

        
2007        
 Education        
  Early Childhood Development ECSS AOTA TASF 600   600 
   Subtotal    600   600 
 Finance        
  Governance and Institutional Support for Private Sector  

 Development  
ECGF AOTA TASF 500   500 

  Market Research for Rural Enterprise ECGF AOTA TASF 100   100 
   Subtotal    600   600 
 Multisector        
  Rural Development URM AOTA TASF 500   500 
   Subtotal    500   500 
    Total    1,700   1,700 
         
2008        
 Education        
  Capacity Building for Early Childhood Development ECSS AOTA TASF 500   500 
   Subtotal    500   500 
 Finance        
  Governance and Institutional Support for Private Sector 

 Development  
ECGF AOTA TASF 500   500 

   Subtotal    500   500 
 Industry and Trade        
   Customs Modernization ECGF AOTA TASF 400   400 
   Subtotal    400   400 
 Multisector        
   Rural Development URM AOTA TASF 500   500 
   Subtotal    500   500 
    Total    1,900   1,900 
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    Sources of Funding  
 Sector Responsible Assistance ADB Others Total 
 Assistance Name Division Type Source 

 
Amount 

($’000) 
Source 

 
Amount 

($’000) 
($'000) 

         
 Regional TAs        
2006        
 Agriculture and Natural Resources        
  1.  Central Asian Republics: Monitoring and Evaluation of  

   Central Asian Countries Initiative for Land Management 
   (CACILM) Implementation (KAZ/KGZ/TAJ/TKM/UZB) 

ECAE RETA  800   800 

     Subtotal    800   800 
 Energy        
  2.  Regional Gas Transmission Improvement Project in  

   CARs, Phase II (KAZ/KGZ/TAJ/TKM/UZB) 
ECEN RETA  800   800 

     Subtotal    800   800 
 Law, Economic Management, and Public Policy        
  3.  Support for Regional Economic Cooperation in  

   Central Asia (AZE/KAZ/KGZ/TAJ/TKM/UZB/MON/PRC) 
ECOC RETA TASF 950   950 

     Subtotal    950   950 
 Transport and Communications        
  4.  Regional Traffic Enhancement Project 

   (KAZ/TAJ/TKM/UZB) 
ECTC RETA TASF 600   600 

  5.  Harmonization of Cross Border Initiatives for  Transport 
   Sector in Central Asia 
   (AZE/KAZ/KGZ/TAJ/TKM/UZB/PRC) 

ECTC RETA TASF 850   850 

  6.  Regional Road Development, Phase I ECTC RETA TASF 600   600 
     Subtotal    2,050   2,050 
      Total    4,600   4,600 
2007        
 Transport and Communications        
  1.  Regional Railway Development, Phase I 

   (KAZ/KGZ/TAJ/TKM/UZB/PRC) 
ECTC RETA TASF 850   850 

     Subtotal    850   850 
      Total    850   850 
ADB = Asian Development Bank; AOTA = advisory and operational technical assistance; AZE = Azerbaijan; CACILM = Central Asian Countries Initiative for 
Land Management; ECAE = Agriculture, Environment, and Natural Resources Division; ECGF = Governance, Finance, and Trade Division; ECOC = Operations 
and Coordination Division; ECSS = Social Sectors Division; ECTC = Transport and Communications Division; KAZ = Kazakhstan; KGZ = Kyrgyz Republic; 
MfDR = Managing for Development Results; MON = Mongolia; PPTA = project preparatory technical assistance; PRC = People's Republic of China; PRF = 
Poverty Reduction Fund; RETA = regional technical assistance; TAJ = Tajikistan; TASF = Technical Assistance Special Fund; TKM = Turkmenistan; URM = 
Uzbekistan Resident Mission; UZB = Uzbekistan. 
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COUNTRY STRATEGY AND PROGRAM FORMULATION 
 

1. This country strategy and program (CSP) was prepared through a consultative process, 
both in Uzbekistan and within Asian Development Bank (ADB). Preparations began in 
November 2003 with a CSP stocktaking meeting. This was followed by a country consultation 
mission in December 2003 to explain the key milestones in the CSP preparation process; to 
discuss the alignment of the CSP with the Government’s living standards strategy (LSS), which 
was being prepared with ADB technical assistance;1 and to agree on arrangements for 
consultations throughout the CSP process.  

 
2. The LSS was discussed at a round table in mid-May 2004. Several of Uzbekistan's 
development partners, while commending the authorities for producing the strategy, noted that it 
required more work on prioritization of goals and measures, on selection of monitorable 
indicators with particular regard to the Millennium Development Goals (MDGs), and on its 
resource implications. The LSS was finalized in July 2004. It provided the foundation for the 
Interim Welfare Improvement Strategy Paper (I-WISP) prepared by the Government with World 
Bank assistance.  
 
3. During 2004, a number of pre-CSP analyses and assessments were begun, and 
preliminary findings were discussed with the Government at (i) workshops on the country 
environment assessment, (ii) workshops on the agriculture sector review (iii) gender 
assessment, (iv) consultation on private sector assessment, and (v) consultation on governance 
assessment. In parallel, an independent country assistance program evaluation (CAPE)2 by 
ADB’s Operations Evaluation Department (OED) was begun in late 2004. The CAPE’s findings  
(see Table A2.1) have informed the CSP formulation process.  
 
4. In February 2005, country team members prepared sector assessments for agriculture, 
energy, transport, education, water supply and sanitation, and finance. These sector 
assessments were sent to the Government, followed by a mission during the week of 28 March 
2005. These pre-CSP assessments and the feedback received provided useful inputs to the 
preparation of the draft CSP initiating paper.   
 
5. The next milestone in the consultative process was a mission (15-19 August 2005) to 
consult with the Government on the draft CSP initiating paper. This was followed by an informal 
Board seminar on 6 September 2005. This element of ADB’s new business processes was 
introduced in October 2004, and is intended to be of informal and non-binding, to ensure that 
country ownership is not undermined.   
  
6. The CSP formulation mission took place from 12 to 29 September 2005. During the 
mission, central and sectoral ministries and agencies were consulted on the strategic focus of 
the new CSP and a 3-year pipeline for 2006–2008 that reflects the new strategic focus was 
finalized. The mission also met with nongovernment organizations (NGOs) and representatives 
of the private sector, the academic community, and the donor community. 

                                                 
1  ADB. 2001. Technical Assistance to the Republic of Uzbekistan for Comprehensive Medium-Term Strategy for 

Improving the Living Standards of the People of Uzbekistan. Manila. 
2  ADB. 2005. Country Assistance Program Evaluation for Uzbekistan. Manila. 
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Table A2.1: Country Assistance Program Evaluation (CAPE) Findings  
 and Proposed CSP Approach 

 
CAPE’s Recommendation CSP Approach 

1. Strategy formulation and program  
management need to be improved by  

 

(i) strengthening the relationship between 
the strategy and the program during 
the CSP period, 

The draft CSP has built linkages between 
the diagnosis of key development issues 
and the forward strategy and program. 
Further, the strategy drives the program 
rather than the other way around.  

(ii) increasing sector focus and selectivity,  
 

The proposed CSP exercises selectivity 
through (i) careful diagnosis of priority 
challenges, (ii) lessons learned from past 
operations, (iii) ensuring specialization 
within the identified thematic priorities, (iv) 
paying attention to complementarity with 
other development partners, and (v) 
anchoring the CSP in a results framework. 
 

(iii) developing synergies in ADB’s 
operations by adopting a more 
systematic geographic focus and  

 
 
 
 

 
 
 
 
 
 
 

(iv)mainstreaming a number of strategic 
themes across sectors and operations, 

The new CSP’s thematic priority of 
environmentally sustainable rural 
development emphasizes synergies 
between agricultural and non-agricultural 
activities in the rural sector, with 
complementary investments in rural 
infrastructure. On geographical focus, while 
in principle, this is desirable, in practice it is 
difficult to achieve. For a geographically 
focused CSP to work, the government 
needs to have a clear medium-term 
geographical strategy for externally assisted 
priority interventions. This condition does 
not exist in Uzbekistan. Also, in any 
geographical area, different sectors are 
likely to have different levels of 
development priority. 
 

 (v) building stronger  partnerships with 
other donors 

The ADB-assisted Living Standards 
Strategy has laid the foundation for the 
ongoing process of developing the Welfare 
Improvement Strategy Paper (WISP), 
Uzbekistan’s national poverty reduction 
strategy. ADB will continue to jointly work 
with other development partners in assisting 
the Government in the strategy formulation, 
implementation, and monitoring process.  
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CAPE’s Recommendation CSP Approach 

Development Effectiveness Committee 
(DEC). The CSP should include (a) a section 
that explains how the strategy has been 
translated into an operational program so that 
the linkage is clear; (b) a section explaining 
how lessons learned from past portfolio 
performance are taken into account in the 
CSP. 

(a) The CSP explains how the strategy has 
been translated into an operational program 
in section V of the main text. 
(b) The lessons learned from past portfolio 
performance are detailed in section III (B) of 
the main text. The proposed portfolio 
management strategy is discussed in 
Section VI (para. 133). 

2. The next CSP should identify niches where 
the Government would welcome ADB playing 
a leading role in helping the transition to a 
market economy by strengthening the 
governance system. 

Governance and institutional development 
impinge on all sectors. As such, ADB 
support for governance cannot be a “niche” 
or compartmentalized type activity. 
Institution-building has been a component 
of all ADB operations in Uzbekistan. In 
addition, ADB has provided technical 
assistance to policy making and regulatory 
agencies to improve governance practices.  
In the Uzbekistan context, weaving 
governance and institution-building support 
into project design is likely to be a more 
effective way of building a critical mass of 
changes at the sectoral level than a stand-
alone governance strategy that could run 
into political hurdles. Looking ahead, it is 
anticipated that ADB lending and non-
lending operations will have governance 
and institution-building objectives. To 
ensure that efforts are not fragmented, the 
results matrix has been used as an 
integrative framework to mainstream 
governance and institutional concerns. 
 

DEC. The DEC aligns itself with the more 
integrated approach proposed by 
Management in its response. DEC 
recommends that the CSP include a 
presentation of a specific results-based 
strategy for ADB to assist in addressing 
governance problems, including corruption. 

The links between the strategic priorities 
and key dimensions of governance and 
institutional development are reflected in 
Table 5 of the main text.  

3. ADB should improve the management of 
the TA program and the results achieved by 
(i) programming TA strategically rather 

than in an ad hoc fashion, 
(ii) improving the link between TA and 

lending programs 
(iii) strengthening country ownership by 

identifying strategic topics of interest to 
the Government 

The CSP aims to increase the effectiveness 
of technical assistance support by 
undertaking a series of linked rather than 
disparate set of TA interventions using the 
TA cluster instrument modality.  
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CAPE’s Recommendation CSP Approach 

(iv) emphasizing the achievement of TA 
results rather than the production of TA 
reports, and 

(v) improving TA supervision and the 
management of consultants working on 
TA projects 

 

4. ADB should become a better 
development partner by avoiding the 
imposition of ADB-driven conditions and taking 
a long-term view of Uzbekistan’s transition to a 
market economy. In policy dialogue, ADB 
should  

(i) listen so that it can clearly understand 
needs, constraints and local conditions, 

(ii) build confidence by providing world 
class expertise 

(iii) diagnose before prescribing policy 
advice 

(iv) and provide frequent follow up to 
support the evolution of policy reform and 
its implementation. 

The CSP recognizes that it is important to 
take a long-term view of transition. What 
matters is not so much whether transition is 
rapid or gradual but whether the transition 
strategy is coherent and credible with 
appropriate attention to sequencing. The 
CSP main text refers to the track record on 
reform suggesting continued caution in 
providing policy-based lending.  
 

DEC. Conditionality may be necessary to 
support required reform, but conditions must 
be relevant, right, reasonable, and within 
reach of the Government’s capacity to 
implement. The DEC recommends that the 
CSP elaborate on the planned approach for 
use of conditionality in ADB operations in 
Uzbekistan. DEC members reiterated the 
importance of country ownership, but also the 
importance of ADB having strong technical 
and country expertise and coming to its own 
views about appropriate priorities, policies, 
and programs. The CSP should reflect a 
genuine shared commitment to a joint course 
of action, rather than either side imposing on 
the other. 

This point has been clarified in para. 64 
(viii) of the main text.  

5. The CSP should define a larger role for 
URM, building on its proven strengths, and 
revise the balance between the URM and ADB 
headquarters so that URM is adequately 
resourced. 
  

Further responsibilities are being delegated 
to URM and capacity is being increased to 
the extent that resources allow.  

ADB = Asian Development Bank, CAPE = Country Assistance Program Evaluation, CSP = country strategy and 
program, DEC = Development Effectiveness Committee, TA = technical assistance, URM = Uzbekistan Resident 
Mission, WISP = Welfare Improvement Strategy Paper. 
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Appendix 2 
FRAMEWORK FOR SECTOR AND THEMATIC ASSESSMENTS UNDERPINNING STRATEGIC PRIORITIES 

 
 

Strategic priority 1: 
 

Accelerate 
environmentally 
sustainable rural 

development 

Strategic priority 2: 
 

Enable private sector 
development 

Strategic priority 3: 
 

Promote regional 
cooperation through 

transport and customs 
transit 

Strategic priority 4: 
 

Build human capital of 
the poor 

Private sector (Sec E) Transport and Transit 
(Sec F) 

Agriculture (Sec B) 
 
 

Environment (Sec C) 
 
 

Rural water supply (Sec D) 

Gender (Sec I) 

Early Childhood Devt 
(Sec G) 

 
Basic Education (Sec HI) 

M
onitoring and evaluation (S

ec J)

Governance   (Sec K) 

Reduce poverty (Sec A) Accelerate employment-generating growth 
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SECTOR ASSESSMENTS LINKED TO  
LONGER-TERM COUNTRY DEVELOPMENT OUTCOMES 

 
A. Poverty Assessment3 

1. Poverty Trends. Consistent and comparable estimates on poverty have been available 
only from 2001 (Table A3.1). All statistics based on survey data--including the household budget 
survey (HBS) used in recent years to measure poverty--should be treated with caution. A 
population census has not been conducted since independence and the sample frames used in 
surveys cannot be considered entirely reliable even if they are based on alternative household 
records such as the mahallas' (local community organizations) household records. The last 
population census was in 1989 under the former Soviet Union and since then there have been 
very significant population changes. Moreover, despite positive steps taken since 2000 with the 
revision of the old family budget survey (FBS), the existing household budget survey (HBS) 
questionnaire still lacks some basic features, such as proper questions to estimate consumption 
of non-food items.4 Lack of transparency and data sharing on the part of the Government makes 
improving the HBS very difficult.   
 

Table A3.1:  Poverty Rates (Headcount) in 2000–2001, 2002, and 2003 
  

 
Item 

 
2000–2001 

 
2002 

 
2003 

Area    

  Urban 22.5 21.1 22.0 
   Rural 30.5 27.7 28.7 
Zone    

 Tashkent 13.3 18.9 16.8 
 Mirzachul 21.3 33.4 37.0 
 Ferghana 28.6 21.9 30.3 
 Northern 33.5 23.6 27.8 
 Central 21.4 23.1 24.7 
 Southern Region 47.4 38.4 26.4 
National 27.5 25.3 26.2   

 Source: World Bank. 
 
2. As a second best alternative, available published information on poverty from different 
sources and for different periods was analyzed. Although these figures are not entirely 
comparable, the following inferences may be drawn. 
 

(i) Poverty increased sharply during the first few years after independence in 1991.  
(ii) Uzbekistan was relatively successful in containing the increase in poverty 

compared with other Central Asian Republics.  
(iii) With significant yearly fluctuations, poverty declined between 1996 and 2001. 
(iv) Poverty declined marginally in 2002 and then picked up slightly in 2003.  

                                                 
3 This section is based on Verme, Paolo. 2005. Uzbekistan Country Poverty Analysis. Consultant’s report prepared 

for the Asian Development Bank.  
4 The food poverty line (2100 calories valued at SUM3,601 per month in 2000) was first introduced in the 2000-2001 

HBS. Estimates based on the food poverty line are not comparable with earlier estimates of poverty incidence. 
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(v) The factors driving the sharp decline in poverty in the southern region reported 
by the Government need to be examined further. 

(vi) There are significant regional differences in poverty incidence although these 
differences appear to be narrowing.  

 
3. Poverty Profile. Available information on the characteristics of the poor indicates the 
following. 
 

(i) Rural residents are more likely to be poor than urban residents. 
(ii) Poverty is higher among households where the head of the household is 

unemployed. However, unemployment, as it is currently estimated in Uzbekistan, 
is very low and most of the poor are to be found among the employed (the 
“working poor”). 

(iii) Household incomes of the poor are mainly determined by social transfers and 
wages and these measures do not seem to have improved since 1998. 

(iv) People with low or higher education suffered less from poverty compared with 
persons with middle-level education and this pattern was consistent for males 
and females. 

(v) The poor are more likely to be employed in low-wage occupations, to suffer from 
wage arrears, and to be underemployed.  

(vi) Housing and land ownership are not very important for distinguishing the poor 
from the non-poor, given the relatively egalitarian distribution of these assets in 
Uzbekistan. However, poor people tend to have poorer land, which suggests that 
the quality of land is an important factor for living standards.  

(vii) The incidence of poverty also increased with household size. However, a 
household may be poor not because of the number of children per se but 
because other household characteristics associated with poverty are also 
associated with having many children.  

(viii) Other personal characteristics such as gender and marital status were not found 
to be characteristics significantly associated with poverty. 

 
4. Poverty Monitoring. Since 2000, a poverty line based on a food basket of 2100 calories 
per day has been adopted. A non-food poverty component has not been calculated. The World 
Bank has taken the approach that poverty estimates based on food consumption using a food 
poverty line is not substantially different from measuring poverty with a total food and non-food 
basket using food and non-food poverty lines. This assumption is a second-best solution, as 
food consumption is relatively inelastic to income changes, both upwards and downwards. A 
comprehensive HBS must be completed to able to measure poverty reliably and consistently.  
 
5. Growth and Poverty. According to the country poverty analysis, a 1% change in gross 
domestic product (GDP) led to an estimated 0.8% change in the poverty rate. However, a 1% 
change in mean income led to an estimated 2.62% change in the poverty rate. This suggests 
that the elasticity of poverty to changes in household income is high. This makes the poor very 
vulnerable to shocks but it is also an opportunity for reducing poverty quickly. On the other 
hand, the elasticity of household incomes in relation to changes in GDP is low, which prevents 
households from enjoying a higher share of growth. Expanding the growth base could improve 
the elasticity of household income in relation to GDP growth and could help to reduce poverty 
more quickly. 
 
6. Government Poverty Reduction Policy. The Government of Uzbekistan’s poverty 
reduction efforts have been focused on the social sphere, including health, education, and 
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social protection. However, apart from education spending, these priorities have not been 
backed by adequate funding in absolute or relative terms. The balance between social spending 
and the revenues generated by the private sector is not sustainable and social spending is 
declining because of a reduction in the tax base and tax cuts.  
 
7. Interim Welfare Improvement Strategy Paper (I-WISP). The I-WISP was the first step 
toward an integrated poverty reduction strategy. The I-WISP is not a poverty reduction strategy 
in the strict sense as it relates to universal living standards and not just to the living standards of 
the poor. Nor does it address each sector in relation to poverty; it is a broad development plan 
rather than a poverty reduction strategy. Many measures described in the report are already 
contained in existing government directives, including presidential decrees, Cabinet of Ministers 
(COM) resolutions and government programs. These shortcomings can be addressed in the 
preparation of the full Welfare Improvement Strategy Paper (WISP) but it is essential that the 
Government endorses poverty reduction as the main goal of this strategy rather than generally 
referring to improvements in living standards. The full WISP will have to consider (i) an 
assessment of recent government policy interventions on poverty, (ii) integration of millennium 
development goals (MDGs) relevant to Uzbekistan into the strategy, (iii) international financial 
institutions' (IFIs)’ assistance to the Government, and (iv) WISP policy priorities that are not 
supported by IFI.   
 
8. Role of ADB. Future ADB interventions will focus on rural development policies. This is 
where ADB has a comparative advantage vis-à-vis other IFIs, significant experience in the 
country, and considerable resources. Rural areas are also where most of the poor live. There 
will be an emphasis on local development planning and on developing the capacity of local 
administrations to support local agro-industrial networks. The top-down sectoral approach has 
to be replaced by an integrated multisectoral local development approach. The presence of the 
ADB in rural areas also provides an opportunity to assist the Government in two essential 
poverty reduction mechanisms: (i) labor market policies tailored for the rural poor, and (ii) social 
assistance schemes managed by the mahallas in rural areas.  
 
9. ADB can provide important input to the WISP preparation and improvements to national 
statistics. ADB can be the lead IFI for areas in the WISP that touch upon rural development and 
agricultural policies. With regard to statistics, ADB technical assistance can combine with that of 
the World Bank and other IFIs to improve statistical transparency and reliability through (i) a 
population census; (ii) an in-depth review of the price survey system and the calculation of the 
price indexes; and (iii) a multiyear training program for the statistical committee on poverty and 
living standards measurement. 
 
B. Agriculture and Rural Development 
 
10. Rural poverty is widespread. About 70% of Uzbekistan’s poor (4.5 million people) live in 
rural areas. The incidence of rural income poverty is about 31%, compared with 23% in urban 
areas. Agriculture has been the backbone of the Uzbek economy and has significant untapped 
potential. Because agriculture has a strong impact on other sectors, a broad-based agricultural 
growth strategy, complemented by an enabling environment for the rural nonfarm private sector 
and investments in rural infrastructure, could make a significant dent on rural poverty incidence. 

  
1. Sector Background 

11. Sector Contribution and Environment Issues. Agriculture accounted for a third of 
GDP, over 33% of employment, and 25% of exports from 2000 to 2004. Almost 95% of 



 Appendix 3 

 

82 

agricultural production depends on irrigation and the two most important crops, cotton and 
wheat, are grown on over 80% of irrigated land. Uzbekistan is the world’s fourth largest 
producer of cotton, which accounts for about 20% of its export earnings. More than 80% of 
cotton is exported as cotton fiber. In the mid-1990s, wheat became the centerpiece of the 
Government’s quest for grain self-sufficiency and food security. Agriculture output fell by 16% 
from 1990 to 1996 but grew at an average of 6% from 2000 to 2004. In 2004, the sector grew by 
10%. 
 
12. Production occurs on three main farm types: shirkat farms (collectives), private family 
farms and dekhan farms. The Government is restructuring loss-making shirkat farms into family 
farms. As of 2004, there were 1,550 shirkats remaining, producing 48% of the country’s cotton 
and 37% of its wheat. The Government plans to reduce the number of shirkats to about 829 by 
2007. In contrast, the number of private family farms has been increasing, reaching 103,900 in 
2004. Cultivating around 2.9 million hectares (ha), these farms contribute 52% of cotton and 
47% of wheat production. Dekhan farms are the largest in number (4.5 million) but cultivate only 
682,500 ha, and produce 17% of grains and most of the fruits, berries, vegetables, and 
livestock. Shirkats have low yields and tend to be loss-making or to break even. Private family 
and dekhan farms, on the other hand, achieve higher crop yields, produce crops more cheaply, 
and are responsible for most of the growth in the livestock population.5  
 
13. Government control is still prevalent in cotton and wheat marketing, although the 
Government has recently increased procurement prices for cotton and wheat and broadened 
the marketing channels for cotton, which will improve producers’ incentives to achieve higher 
yields. Most other farm products are marketed by dekhan and private family farms as fresh 
produce. Agribusiness and other rural businesses operate in a difficult commercial environment. 
 
14. Many years of wheat and cotton rotation on over 80% of farmland are taking a toll on the 
sustainable use of land and water. Soil fertility declined during the last decade because of soil 
salinity, soil erosion, and water mineralization. High water use for irrigation, coupled with 
deteriorating irrigation infrastructure and poor drainage systems, has increased groundwater 
levels in rural towns and villages, affecting many people along the Amu Darya and Syr Darya 
rivers.  
 

2. Major Sector Issues 

15. Farmers have few incentives to improve their yields or to diversify their crops and 
income sources because of distorting government pricing and quota policies in the cotton and 
wheat subsectors, institutional and infrastructure constraints, deteriorating land quality and 
inefficient water use, significant unexploited potential for private sector development in the value 
chain systems of crops and livestock, and a limited range of rural financial services.  
 
16. Economic Incentive Related Constraints For the past 10 years government quotas 
and procurement policies for cotton and wheat generated over $1.0 billion annually in net 
revenue over $400 per hectare farmed. Production quotas and the lower than market price 
received for cotton and wheat are major disincentives for farmers to improve yields and realize 
improved incomes. Farm restructuring and price policy reform measures in the cotton and wheat 
subsectors are officially mandated but local implementation is slow and variable, specifically 

                                                 
5 According to Government statistics, productivity in cereals and cotton was 16% higher for family farms than in 

shirkats, and the average production cost of one ton of raw cotton in family farms was almost half those in shirkats 
(SUM400,000 versus SUM230,000). Yield levels for dekhan farms in terms of fruits and berries were about three 
times higher than shirkats, and for vegetables, the yields were almost double.      
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quota relaxations and changes to government set cropping patterns. Continuing interference in 
on-farm decisions by local authorities, including threats to evict farmers who do not fulfill quotas 
even if they have valid long-term lease agreements, is a further disincentive to improving 
productivity. Farm inputs and services to cotton and wheat producers are rationed, leading to 
allocative inefficiency and trade in the black market. The recently established Tashkent 
commodity exchange is an alternative marketing outlet for above-quota cotton production, but 
most of the crop is still sold through Government channels. For the quota production farmers 
are paid 80% of the value of the cotton (priced at the low procurement price) after deducting the 
cost of inputs provided through direct credit. The remaining 20% is priced close to border prices 
but is received only after the cotton has been processed and sold.   
 

Table A3.2 Yields of Cotton and Wheat: 1999–2004 
 

 
Yields 
(tons/ hectare) 
 

1999
 

2000 
 

2001
 

2002 
 

2003
 

2004 
 

Raw cotton 
 

2.4 2.2 2.3 2.3 2.1 2.5 

Wheat 
 

2.6 2.8 3.1 3.9 3.6 3.7 

  Source: International Monetary Fund 
 
17. Land and Water Infrastructure Related Constraints The country's arid climate means 
that agriculture is dependent on irrigation. Currently, 4.2 million ha of the country’s total arable 
land of 4.8 million ha are irrigated. However, most of the country’s extensive irrigation and 
drainage infrastructure was developed in the 1960s and 1970s and has reached the end of its 
useful life. Deterioration has accelerated since independence because of the limited funds for 
operation and maintenance (O&M). Pumping water for irrigation consumes about 20% of 
electricity generated in Uzbekistan and 70% of the budget of the entire agricultural sector.  New 
water users associations have assumed this responsibility for family farms, but they have 
neither the incentives nor the resources to improve the quality of service. It is estimated that 
cotton and wheat prices would have to double for the irrigation network to be sustainable.  
 
18. Increased land degradation contributes to the decline in agriculture production and 
productivity, and to falling rural incomes. Land loss due to degradation and high population 
growth led to a marked decrease in irrigated land per capita. Inadequate constructed and 
natural drainage and extensive water use that leaches salts from the soil increases waterlogged 
areas and soil salinity. It is estimated that, in 2002, waterlogging and soil salinity affected some 
46% of the country’s irrigated area. Cotton yield losses are estimated to be in the range of 25% 
for moderately saline soils. High salinity is leading to loss of productive land at an increasing 
rate. 
 
19. Constraints Related to Public and Private Market Institutions.  Public services such 
as research and extension are largely restricted to cotton and wheat production. Services for the 
growing private family and dekhan farmers is inadequate. Despite restructuring, land use rights 
and security of tenure remain ambiguous and there is no land market. The redistribution of farm 
lands means that there is a growing and urgent need for a proper cadastre system to mark out, 
register, and accurately grade individual land parcels. There are few market-based inputs. 
Government agencies ration over 90% of farm inputs to the shirkat and family farms for cotton 
and wheat production. Although the number of family farms is growing rapidly, many depend on 
shirkats or the associations of dekhan and family farms for inputs. Formal private farm supply 
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outlets are unable to compete with government monopolies. Machinery services are provided by 
a monopoly network of government-controlled machinery tractor parks (MTPs), which are not 
tailored to the needs of the newly emerging farms. Alternative MTPs have been set up by 
spinning off machinery services from shirkats but they use old equipment and have no direct 
access to government supplies of diesel fuel and lubricants. Leasing of farm equipment has 
become popular but government still dominates the activity. Dekhan and private family farms 
can access markets directly but there are high transaction and other costs.  
 
20. Constraints Related to Rural Finance. Government-directed financing for cotton and 
wheat accounts for 90% of all lending to agriculture. 50% of the value of the crop is produced at 
prices set by the Government. Failing to comply with production quotas may lead to dismissal of 
a shirkat director or eviction of a farmer from his land.  Commercial lending to agriculture is 
negligible, although options are being introduced in several provinces. Annual debt write-offs of 
bankrupt shirkats are an issue. Shirkat debts that have not been written off have been 
distributed among the newly established family farms. A new system of commercial financing for 
cotton and wheat has been introduced for family farms. However, despite highly subsidized 
interest rates of 5%, only 48% of applicants received credit for growing wheat and 85% for 
growing cotton. Banks also collect taxes on behalf of the Government, often through direct 
deductions from farmer’s accounts. 
 

3. Government Policy and Strategy 

21. Reforms have begun for cotton and wheat. Through Resolution No. 153 of 2003  lowers 
quotas for wheat and cotton, expanded financing, produce marketing through alternative 
channels for above quota production, and pricing based on international prices are being pilot-
tested on some ADB and World Bank project areas. Private agriculture support centers 
supplying machinery services, inputs, and agro-marketing are also being tested. Farm 
restructuring using the private farm as the model will continue, with a target of 829 farms 
remaining as shirkats and a transfer of 63% of cropland to private family farms envisaged by 
2007. The Ministry of Agriculture and Water Resources (MAWR) has restructured its irrigation 
administration and management organizations into river basin administrations based on 
hydraulic boundaries. Water users associations (WUAs) are being formed, and responsibilities 
for water delivery and O&M of infrastructure are being handed over to these organizations. 
Water delivery fees are being tested, with bulk water charges expected to be implemented in 
2006.    
 
22. In the context of the overall economic strategy to reduce poverty, agriculture plays a 
secondary role behind industry. The Interim Welfare Improvement Strategy Paper (I-WISP) 
projected that agriculture growth would decrease from 5.9% in 2003 to stabilize at 4–5% by 
2010. The share of agriculture’s share of GDP was also projected to decline from 28.8% in 2003 
to 23.5% in 2010. The I-WISP lists the areas where agriculture reforms will be deepened: 
restructuring of farms and farmer communities; land reforms, including provision of long-term 
leases and improving the land registration system; improving the system of crop pricing and 
state procurement; providing more independence to farmers to decide their cropping patterns 
and market outlets; eliminating administrative methods of allocating agricultural inputs; 
reforming the irrigation systems and introducing payment for irrigation services and 
nongovernment investments; encouraging leasing mechanisms for agricultural equipment 
supply; encouraging bank and nonbank loan institutions in rural areas; demonopolizing raw 
cotton processing; supporting market infrastructure in rural areas; and promoting small and 
medium-sized enterprises (SMEs) in the production and trade of agricultural products. 
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4. ADB Sector Experience 

23. ADB's support to agriculture is addressing strategic physical, institutional, and policy-
related factors behind low farm productivity, low farm incomes, and weak sector growth. Two of 
ADB’s agriculture projects, the Ak Altin Agricultural Development Project ($36 million loan), and 
the Amu Zhang Irrigation Rehabilitation Project ($73.2 million loan), support the rehabilitation of 
on-farm and inter-farm facilities in Sydrarya province; construction of a sediment control facility; 
rehabilitation of pumping stations and maintenance facilities; and improvements to sections of 
the irrigation and drainage network of the Amu Zhang irrigation system. They also include 
establishment and support for WUA development and capacity building for the MAWR. The 
Grain Productivity Improvement Project ($26 million loan) addresses input bottlenecks and 
covers wheat variety development, improved water management and introduction of water-
saving technology, environmentally safe pest control practices, extension service improvement, 
and support for privately-owned agriculture support centers.  
 
24. To encourage the Government to deepen its policy reforms, ADB projects are pilot-
testing reforms to the state procurement system, including reductions in the mandatory cropping 
areas for cotton and wheat. Lower and fixed procurement quotas for cotton and wheat are being 
tested in the Ak Altin and Amu Zang projects supported by technical assistance (TA). The TA 
associated with the Grain Productivity Improvement Project helps private sector companies to 
produce seeds and provide agriculture support services in three project districts. The TA is also 
helping the Government to review the food security policy. The TA associated with the Amu 
Zhang project will help the Government to carry out policy and institutional reforms through 
MAWR in (i) cost recovery, water delivery fees, and WUA development; and (ii) strengthening 
provincial government organizations’ capacity to manage water basins and implementing user 
charges. The TA associated with Ak Altin aims to strengthen agricultural extension in the project 
area, ensuring WUA development, and facilitating farm restructuring. A TA project has helped 
the Government to develop an integrated cadastre system for land resources management and 
property rights registration.     
 

5. External Assistance 

25. A number of multilateral and bilateral agencies finance projects in the agriculture and 
water sectors in Uzbekistan. The World Bank is supporting the Government’s reform agenda 
through support to family farms, rehabilitation of drainage infrastructure, water resources 
management, rural credit, and alternatives to cotton taxation. The United States Agency for 
International Development (USAID) has financed the regional Natural Resources Management 
Program, which is improving water resource management, water conservation, and irrigation 
system automation, and building capacity for water agencies. The Swiss Agency for 
Development and Cooperation is implementing the Integrated Water Resource Management 
Project in Fergana valley to help build the capacity of water sector institutions and reorganizing 
water management. The European Union (EU) supports land registration, training for farmers, 
and crop forecasting.  
 

6. ADB's Agriculture Sector Strategy 

26. A productive and profitable agriculture sector is critical to Uzbekistan attaining the MDGs 
on reducing income poverty, empowering women, reducing child mortality, improving maternal 
health, ensuring environmental sustainability, and developing a global partnership for 
development.  
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27. Within this broad framework, ADB’s support for accelerating rural development in 
agriculture will aim at improving the productivity and profitability of farms in a sustainable 
manner. ADB will focus on three strategic areas (see thematic results framework for strategic 
priority 1 in the main text): (i) progress toward market-oriented agriculture policies, (ii) improved 
land and water use management, and (iii) land administration reform.  ADB is currently 
promoting policy reforms in the cotton and wheat subsectors through pilot projects. From 2006 
to 2009, the emphasis under the first strategic area will be maximizing the economic returns 
from efficient and effective vertical integration of crop markets. The proposed Development of 
Market Infrastructure for Private Farms Project will support horticulture producers by addressing 
the market infrastructure needs of the private providers of inputs and farm equipment, agro-
processors, and agro-marketing services. The Private Farm Support Services Project will assist 
downstream and upstream private agriculture service providers for all crops. These projects will 
help Government to establish a demand-driven environment for input supplies and agro-
processing and marketing activities for the agriculture sector. The experience of improved links 
between farms and their respective value chains will also demonstrate the economic and pro-
poor benefits of a market-based environment.  
 
28. The second strategic area will be addressed by the Land Improvement Project, which 
focuses on the key agricultural and environmental issues pertaining to land and water use 
management. This will be supported by Global Environment Facility Grant that will facilitate the 
implementation of reforms agreed as part of the Land Improvement Project, raise the 
awareness of local governments and rural communities about the implementation of reforms, 
monitor the impacts of reforms on Government revenues and expenditures and on rural 
livelihood and poverty in a transparent and participatory manner, and propose measures for 
improving reform effectiveness.  
 
29. In the third strategic area, land administration reform, ADB will tackle disincentives to 
farms arising from insecure tenure rights. The proposed Agriculture Sector Development 
Program that is earmarked for 2008 will work on a combination of priority sector policy, 
institutional, and infrastructure measures, including those relating to land tenure rights, land and 
water management, and policy issues emerging from ongoing investments. Efforts will also be 
exerted to mobilize support from the international community to help the Government and major 
stakeholders to sequence policy, institutional, and infrastructure activities so sustainable 
agriculture development can be accelerated.   
 

7. Rural Nonfarm Private Sector 
 
30. The prospects for employment generation and increased incomes in rural areas will be 
enhanced if faster agricultural growth is complemented by an expanding rural nonfarm private 
sector. ADB will support enhancements to access to a broader range of financial and business 
management services and to increase access to technological improvements to strengthen 
competitiveness. ADB will also support capacity building of the public sector to provide an 
enabling regulatory and institutional environment for rural private businesses to grow.  The CSP 
results matrix for strategic priority number 1 (rural development) provides the road map for ADB 
assistance for developing the rural nonfarm private sector.  
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C. Environment6  
 

1. Overview and Context 

31. Uzbekistan is able to support its large population because its land is naturally productive, 
especially given the developed irrigation and drainage systems. However, surface waters are 
unevenly distributed over the country’s territory, with densely populated areas corresponding 
closely with the availability of surface water. Furthermore, most of Uzbekistan’s river waters 
originate in the Kyrgyz Republic or Tajikistan. As the rivers flow through Uzbekistan’s plains, 
they are depleted through irrigation and ground infiltration, and evaporation—slowing river flow 
to a trickle in the lower reaches of the two river basins. 
 
32. The country’s ability to maintain the economic potential of its land and water 
management systems is increasingly threatened by severe land degradation—due primarily to 
mismanagement of irrigated agriculture for cotton and wheat production—coupled with 
intensifying national and regional competition over shared and scarce surface waters. Many of 
these problems are directly related to weak environmental and natural resources management.  
Employing slightly more than 3 million people—or a third of those working in the formal 
economy—agriculture is the country’s leading economic sector. However, agricultural 
productivity is constrained by a combination of land and water management problems derived 
primarily from policy and institutional constraints. Inefficient use of scarce natural resources is 
manifested in over-application of irrigation water and the unsustainable use of fragile lands 
(mostly desert ecosystems) for agricultural purposes (both for cultivation and pasture). 
 
33. The State Committee for Nature Protection of the Republic of Uzbekistan 
(Goskompriroda) has exerted a good deal of effort in recent years to improve coordination 
among the various ministries, departments and organizations involved with environmental 
management. This has centered on activities to ensure implementation of the Program of 
Actions on Environmental Protection of the Republic of Uzbekistan for 1999–2005 
(Environmental Program of Actions). Goskompriroda is now preparing a new program of actions 
covering the period 2006–2010 with the aim of establishing a clear environmental strategy, 
policy and associated programs supporting the country’s transition to sustainable development.  
 
34. Prospects for both national economic growth and efforts to increase living standards are 
closely linked to the achievement of sound environmental and natural resources management. 
The rural population is largely dependent upon agricultural crop production and animal 
husbandry for its livelihood and nutrition, and the health and productivity of the population is 
maintained by the availability of clean water and air. Environmental management, therefore, 
should be seen as central to the country’s economic and social development. 
  

2. Role of Environment and Natural Resources in the Economy  

35. Although available national data on exposure to water and air pollution can only be taken 
as indicative of the extent and distribution of problems facing the country, more than 6 million 
people—or roughly one quarter of the population—are estimated to be exposed to significant 
water pollution. Air pollution exposure is somewhat less troubling in terms of the total numbers 
affected, but it is still a significant problem. Data on total suspended particulates (TSP)—firmly 
linked to respiratory ailments—show that at least 4.4 million people live in areas with daily TSP 
concentrations well in excess of normal. 
                                                 
6 This section is drawn from Country Environment Assessment (2004), a consultants’ report prepared for the Asian 

Development Bank.  
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36. Based only on a rough comparison of those locations exhibiting high exposure to 
environmental pollutants with those facing economic difficulties, some preliminary poverty–
environment links begin to emerge, indicating that in Uzbekistan the poor are disproportionately 
exposed to environmental health risks. In addition to water and air pollution, the poor are 
vulnerable to risks from environmental hazards such as natural disasters (e.g., droughts, 
mudflows, landslides, floods and forest fires) as well as slower processes such as land and 
ecosystem degradation. Both urban and rural poor also typically have lower than average 
access to public environmental services.  
 
37. The most extreme combination of environmental problems in the country is encountered 
in the Republic of Karakalpakstan, where the Amu Darya River used to meet the Aral Sea. The 
decline and division of the Aral Sea into two large lakes has generated huge ecological impacts 
and severe human problems in the “Aral Sea Disaster Zone”. The drastically reduced river flows 
have combined with periodic drought and ongoing desertification processes in Karakalpakstan 
to create chronic shortages of clean water (even when surface water does reach the region, it is 
highly saline). There are unanticipated and adverse consequences of the sea’s desiccation—
including toxic dust storms derived from the pesticide-contaminated former seabed—as well as 
an economic collapse in the face of retreating shorelines and unstable groundwater tables. The 
health and economic conditions of Karakalpakstan are very poor, a direct consequence of 
environmental degradation.7 
 
38. While the country faces a range of environmental problems, including high energy use, 
and poor air and water pollution control by industrial facilities, Uzbekistan’s single most 
important and pervasive environmental management challenge is establishing productively 
sustainable patterns of water and land resources use. Agriculture makes the greatest 
contribution to GDP. A disproportionate share of the poor live in rural areas and are directly 
affected by land degradation, salinization and deteriorating water quality. The bulk of production 
is derived from irrigated lands, with their extent limited by surface water availability. The country 
relies on a combination of surface flows and precipitation for its water resources. Deterioration 
of the quantity of drinking water due to pollution of underground water sources and inadequate 
maintenance and reduced river flows is another closely related problem. These problems are 
mainly brought about by economic actions, and the lack of infrastructure and funds to address 
the side-effects of development activities limits the ability to sustain environmental balance. 
Natural factors, such as the country’s climate, relief, soils and vegetation also contribute.  
 

3. Implications for Future ADB Assistance 

39. ADB has been an active partner in helping Uzbekistan establish effective systems for 
environmental and natural resources management as part of its overall assistance program.  
ADB-sponsored environmental TA activities have been carried out at both country and regional 
levels, with the most recent focusing on capacity building.   
 
40. Mainstreaming and Capacity Building. Growing appreciation of the importance played 
by poverty─environment links should be the basis for mainstreaming environmental aspects in 
the country’s poverty reduction plans and policies as well as ADB’s strategic and programmatic 
responses. The State Committee  continues to be the apex governmental body for 
environmental protection, but its capacities and reach remain limited. While the State 
Committee is actively administering and monitoring the current Program of Environmental 
                                                 
7 Many of its citizens have become “environmental refugees”, migrating out of the area in search of better living 

conditions. 
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Action and developing a new 5-year strategy, this is constrained by funding and staff limitations. 
Resources from externally financed projects remain influential in terms of both priority setting 
and the allocation of scarce government budgetary resources. The State Committee is also 
meant to lead national environmental information management efforts and provide oversight of 
national project environmental assessment procedures.  
 
41. Sustainable Land Management. Given glaring land degradation and irrigation 
management problems, the agriculture sector presents the most obvious opportunities for ADB 
assistance, particularly given the Central Asian Countries Initiative for Land Management 
(CACILM). An interagency working group is preparing a national programming framework for 
policy and program actions to address land degradation under the CACILM umbrella. , and ADB 
TA and project assistance should follow.  
 
42. Water Supply and Sanitation. Providing access to safe water supplies and sanitation 
services has been shown to be perhaps the most powerful link between environmental 
improvement and poverty reduction—with an especially strong impact on improved maternal 
and child health. ADB has gained valuable experience from urban and rural water supply 
projects in Uzbekistan, and it could do more in this area. Such investments should be placed 
within an integrated water resources management framework—a policy Uzbekistan has 
embraced but has yet to implement. Much more can be done to encourage water conservation 
through both public education and economic incentives, especially in urban areas where 
metering is mixed incomplete and water prices remain well below cost recovery levels. 
 
43. Efficient, Clean, and Renewable Energy. The energy sector is the country’s leading air 
polluter, and both energy production and consumption remain inefficient by world standards.  
More attention needs to be paid to developing renewable energy sources—notably solar, wind, 
and small hydropower—to take advantage of the country’s geographic features. Links between 
such efforts and the reduction in greenhouse gas emissions can help generate investment 
financing for energy efficiency improvement and expanded use of renewable sources.  
 
44. Reform and development of the energy sector also has strong environmental 
implications and potential benefits. High levels of efficiency in energy production and 
consumption provide opportunities for high economic returns with strong environmental benefits. 
Some of this can be tied to greenhouse gas reductions and may generate Clean Development 
Mechanism credits or Global Environment Facility (GEF) cofinancing. Expanding access to 
natural gas would reduce pressures on biofuels and deforestation.  
 
45. The environmental benefits of expanded use of renewable resources and greater 
attention to energy efficiency are clear, but there are considerable capacity building needs in 
this area.  There also are important energy-related issues tied to the rapidly expanding use of 
vehicles and improved roads—the fastest growing source or air pollution in urban areas. 
Renewable energy resources development will be incorporated into assistance for rural 
development with an initial emphasis on small hydropower development.  
 
46. Regional Environmental Cooperation. As evidenced in the Central Asia Regional 
Cooperation Strategy and Program,8 ADB remains committed to furthering regional cooperation 
in Central Asia. The planned multi-country work to develop the CACILM umbrella program for 
land degradation is expected to accelerate in 2006. GEF will be approached to grant 
                                                 
8 ADB. 2004. Regional Cooperation Strategy and Program for Central Asia Regional Economic Cooperation 

(CAREC) Member Countries (Azerbaijan, Kazakhstan, Kyrgyz Republic, Mongolia, Tajikistan, Turkmenistan and 
Uzbekistan ) 2005–2007. Manila. 



 Appendix 3 

 

90 

cofinancing for the Land Improvement Project and other resources to support the CACILM 
National Programming Framework. It is important that ADB play a role as a facilitating partner to 
help keep the dialogue moving forward on regional water and energy cooperation. 
 
D.  Rural Infrastructure: Water Supply and Sanitation 
 
47. Improved rural living standards, including better health outcomes, will require not only 
accelerated rural farm and nonfarm growth, but also better access to infrastructure services. 
Remote poor rural areas in Uzbekistan have poor water supply and sanitation. According to a 
recent World Bank study9 on progress toward MDGs in Europe and Central Asia, Uzbekistan 
runs the risk of not achieving the MDG on water and sanitation.  
 

1. Sector Issues and Performance 

48. Water supply and sanitation (WSS) services in Uzbekistan have been deteriorating, with 
rural WSS particularly hard hit. Access to water is estimated at 30% in rural areas and 70% in 
urban areas. The past practice of charging only minimal amounts for delivery of public services 
resulted in inadequate revenue generation for capital investment and maintenance. In turn, this 
has meant that these infrastructure assets have not only lagged behind the growing needs of an 
expanding population, but they are also are not being adequately maintained. As a result, the 
standard of basic WSS services, particularly those aimed at the rural poor, is deteriorating.  
 
49. The water sources in Uzbekistan are the Syrdarya and Amudarya rivers and aquifers. 
Only 10% and 8%, respectively, of the watersheds of these rivers are within the borders of 
Uzbekistan, so it can exercise only limited control over the quantity and quality of the water. 
Underground water is another important source of water, although many of the aquifers in the 
western part of the country have become depleted. Pollution from fertilizers also makes the 
water subject to high mineral content and extreme hardness. 
 
50. The problems of water supply are resource-related, technical, managerial, financial, and 
attitudinal. Many water sources are restricted because of the pollution of potential resources. 
Water losses are high, because of deteriorated water distribution facilities and networks and the 
use of inappropriate standards. Long cross-country transmission mains are still used and 
effective demand management is nonexistent. Financial constraints have made it difficult to 
maintain treatment and distribution facilities. The public treats water as an inexhaustible and 
very cheap resource, leading to system losses, waste of scarce resources and difficulties in 
collecting water bills. 
 
51. Although sewerage systems in Uzbekistan are generally adequate, existing facilities, 
particularly pumping stations, are severely overloaded. This can result in the flooding of 
residential areas. Given the importance of hygienic sanitation, the Government is committed to 
increasing coverage to the majority of the population. However, shortages of funds have 
impeded planned programs. Another major concern is obsolete pipes and improper disposal of 
sewage, which contribute to contamination and infiltration of groundwater.  
 
52. Inadequate WSS services have a large negative impact on community health, especially 
of the poor. In rural areas, people often have to walk long distances for water that is 
contaminated and comes from untreated sources. There are few wastewater collection systems 
                                                 
9 World Bank. 2005. Growth, Poverty, and Inequality in East and Central Asia; Millennium Development Goals in East 

and Central Asia. Washington, DC.  
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in rural areas and the waste disposal infrastructure is below acceptable standards. Insufficient 
and polluted drinking water supplies, combined with poor sanitation and hygiene practices, are 
directly linked to the high incidence of waterborne diseases. Water-related diseases such as 
hepatitis A, typhoid fever, skin allergies, and kidney disease are widespread, particularly in rural 
areas. 
 

2. Government Policy 

53. The Government has passed a number of resolutions mandating programs to expand 
the piped network in rural areas and to improve the rural water supply by 2010. This program, 
developed in 1999 and modified in 2003, envisages the construction of water supply systems 
and the improvement of the level of service of drinking water supply to benefit up to 85% of 
Uzbekistan’s population. Key objectives of the WSS policy are to (i) improve water sector 
services through a national water supply development plan; (ii) attain financial sustainability 
through an effective tariff system and cost recovery; (iii) plan adequate investments with 
domestic and external funding; (iv) achieve further decentralization of WSS services; 
(v) encourage private sector participation and public–private partnerships; (vi) implement 
hygiene and sanitation education programs in schools; (vii) achieve improved livelihood 
conditions, particularly for the benefit of women in rural areas; (viii) ensure environmental 
compliance by encouraging conservation of resources, economic use of water, consistent water 
quality control, and sound management of wastewater; and (ix) improve further operational 
strategies by strengthening the sector’s institutional setup and interagency collaboration, and by 
promoting adequate capacity building. 
 
54. While government policies, decrees, and resolutions reflect significant commitment to 
implementing institutional and financial reforms in the WSS sector, top-down approaches are 
still embedded in all administrative levels of government. The situation is slowly improving, as 
local governments and community-level agencies are increasingly becoming involved directly in 
implementing WSS projects, and assuming financial and administrative responsibilities. The 
ultimate goal is to transform communal services from state monopolies to independent 
operators. The Government also recognizes the need to set tariffs for WSS services at a level 
that will ensure that the services can be sustained. At the same time, mechanisms are required 
to protect vulnerable sections of the community against unaffordable tariff increases.  

  
3. ADB and Other Partner Activities 

55. ADB has approved three water supply projects in Uzbekistan. One is an urban water 
supply project10 and two are rural water supply projects.11 ADB has also funded an advisory TA 
for capacity building for urban water supply. 
 
56. Other multilateral support includes two ongoing World Bank water supply and health 
projects, one in the cities of Nukus and Urgench in the western and poorest part of the country, 
and the other in the cities of Bukhara and Samarkand. The European Bank for Reconstruction 
and Development is funding a solid waste management project in Tashkent and Andijan, and 
district heating and hot water projects in Andijan, Djizzak, and Karshi. 

                                                 
10 ADB. 2001. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Uzbekistan for the Urban Water Supply Project. Manila.  
11 ADB. 2002. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Uzbekistan for the Western Uzbekistan Rural Water Supply Project. Manila; and ADB 2005. Report and 
Recommendation of the President to the Board of Directors on a Proposed Loan to Uzbekistan for Kashkadarya 
and Navoi Rural Water Supply and Sanitation Sector. Manila.  
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57. Experience from other externally-assisted projects in Uzbekistan and ADB's experience 
in similar projects indicates that the main problems facing large-scale rural WSS services 
projects are insufficient community consultation and participation in the planning and design of 
subprojects. This can lead to local utility agencies that do not function well (or cannot even be 
established), a lack of guarantees for O&M financing, inadequate O&M, and weak cost recovery. 
There needs to be a focus on sustainability of operations. Further, limited government 
experience in project implementation has led to delays and slow disbursement in some projects. 
 

4. Future Interventions  

58. ADB proposes to assist the Government to improve WSS services in the rural areas. 
This will include helping to formulate and implement the national sector strategy for WSS, 
strengthening the institutional capacity for the sustainable management of sector facilities, 
improving the quality and efficiency of safe WSS services, and rehabilitating and developing 
rural WSS facilities. Improving the health conditions of the poorest regions in the country, in 
addition to addressing poverty reduction directly, will also lessen the fiscal burden on local and 
central governments in the future, and thus contribute to a better allocation of economic 
resources. 
 
59. The CSP results matrix for strategic priority number 1 (rural development) provides the 
road map for ADB assistance for rural infrastructure.  
 
E. Private Sector Assessment12 

60. Uzbekistan’s industrial policy has traditionally been based on import substituting 
industrialization, which constrained private sector development (PSD) and undermined robust 
and sustainable growth. Industry’s contribution to GDP growth has in the past been modest. 
Some of the new industries promoted by the Government have ceased operations, while the 
capacity utilization at many others is low. Although the Government has achieved some of its 
self-sufficiency and indigenous industrial development targets, the strategy entails high cost and 
lost opportunities in terms of growth-based and poverty-reducing. The range of sectors and 
products promoted and protected is extensive.  
 
61. The state’s supply side controls on resource allocation and real sector output to a large 
extent determine the direction and pace of economic development. The economy is basically 
supply-driven. The state’s supply side controls on resource allocation and real sector output to a 
large extent determine the direction and pace of economic development. Further, Uzbekistan 
has organized and managed industry through industrial associations, which impair competition 
and economic efficiency. The result is a discriminatory and segmented market with onerous 
regulatory requirements, too much red tape, and preferential access to inputs and distribution 
channels by members of industrial associations. 
 
62. The types and scope of the mainly administrative methods and institutional 
arrangements used to enforce industrial policy are detrimental to PSD, competitive markets, and 
economic efficiency. The private sector in Uzbekistan, whether by design or default, performs a 
secondary role to the state-controlled sector and to centrally determined economic plans. 
Uzbekistan’s economic potential will remain underexploited as long as the dynamism of the 

                                                 
12 This section is drawn (with some modifications) from Lin, Cyril and Jurgen Conrad. 2005. Uzbekistan Private 

Sector Assessment. Manila.  
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private sector is suppressed and excluded from the industrialization and modernization 
processes. Unshackling PSD will be a major challenge for Uzbekistan.  
 

1. Profile and Development Dynamics of the Private Sector 

63. The non-state share of GDP was 74.5% in 2003, while the private sector accounted for 
42.3%, according to official statistics. However, a large part of what is officially reported as the 
non-state sector comprises enterprises in which the state holds a majority or retains control. The 
state’s opaque mutual holdings and cross-holdings in enterprises leads to further 
underestimation of the size of the state sector. Official data indicate that almost all large 
enterprises are state-owned or state-controlled. SMEs accounted for only 15% of GDP and 9% 
of employment. SMEs constitute a thin layer of the economy between the large enterprises and 
the substantial informal sector. While formal employment in industry and agriculture has fallen, 
an increase in employment in the informal sector has partially offset this decline. The large and 
growing number of individual enterprises shows the increasing informal nature of the economy 
as the high costs of operating in the formal sector cause existing (and potential) enterprises to 
cross over to the unofficial economy. 
 

Table A3.3: Private Sector Share of SME Output 
 

SME sectors Private Sector Share 
(% of SME Sectoral Output)  

Industry 33.9 
Agriculture 99.9 
Construction 78.4 
Retail Trade Turnover 84.8 
Paid Services 91.6 
Exports 31.5 
Imports 26.3 
Source: Lin, Cyril and Jurgen Conrad.  Uzbekistan Private Sector Assessment.  

 
64. Industrial SMEs are conspicuously underdeveloped, with their share of industrial output 
17.0% and GDP 2.5%. SMEs’ share of exports (7.3% in 2003) is also very small. Employment 
generation by SMEs has been disappointing. Privately-owned SMEs accounted for only 34% of 
SME industrial output and 32% of SME exports. As these numbers demonstrate, the state is 
dominant even in SME manufacturing. Private sector industrial SMEs account for only 5.6% of 
industrial output. 
 
65. Important progress was made in privatization during 1991–1997, when almost all small 
enterprises were privatized and the privatization of medium-sized enterprises began. Since 
1997, however, privatization has slowed markedly. The state still owns or controls most key 
medium-sized and large industrial enterprises. The same is true for many sectors considered 
strategic to the national economy, including cotton processing, energy, telecommunications, and 
mining. According to official sources, the number of state-controlled enterprises fell from 4,000 
in 2003 to 700 in 2005. 
 

2. Organization and Management of Enterprises 

66. Uzbekistan’s industrial policy involves the organization and management of enterprises 
in most industries through industrial associations and state-owned joint stock companies 
(SJSCs). Recent Government measures have aimed to reduce the power of associations but in 
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practice they continue to wield considerable influence. This form of industrial organization and 
management facilitates state intervention but undermines the creation of a dynamic and 
competitive private sector. Industrial associations and SJSCs have three main and related 
defects. First, their large size and market power hamper competition. Second, their internal 
organizational and decision-making structures militate against effective corporate governance of 
the associations (and SJSCs) and of their member enterprises. Third, the extent and types of 
state ownership and control give the Government disproportionately large control and 
governance powers relative to its shareholding.   
 

3. The Financial Sector 

67. The country’s financial markets are underdeveloped. The level of financial intermediation 
outside state-sponsored lending schemes is low. Household deposits totaled about 2.5% of 
GDP at the end of 2004. The state is extensively involved in the banking sector, which is highly 
concentrated. Seven state-owned or state-controlled banks accounted for an estimated 90–95% 
of the sector’s total assets in 2003–2004. Four of these banks alone accounted for 67% of total 
banking sector assets at the end of 2004. Financial services outside the banking system are 
very underdeveloped. Only six companies are listed on the stock exchange, and institutional 
investors are largely absent. 
 
68. The Government’s dependence on nonmarket mechanisms of economic management 
can largely explain the underdevelopment of Uzbekistan’s financial markets. These 
mechanisms are used to direct financial resources, partly through banks, to priority sectors and 
enterprises in line with the Government’s industrial policy. Given their role in financial 
intermediation, industrial associations may have crowded out or impeded the development of 
financial markets and the private sector. Furthermore, banks have acted as agents of the 
Government in enforcing monetary and fiscal policy by (i) controlling cash supply and liquidity, 
(ii) monitoring financial transactions, and (iii) automatically deducting outstanding taxes from 
depositors on behalf of the tax authorities. Overall, financial sector reforms have been very 
gradual, although the Government has announced a banking reform program to eliminate the 
role of banks in tax administration and financial control and to eventually privatize the two 
largest state-owned banks.  
 

4. Government Policy toward Private Sector Development 

69. Since 1999, the Government has adopted measures to encourage SMEs and PSD. 
However, the adequacy and effectiveness of these measures have been undermined by 
problems of coherence and commitment. The measures related to PSD do not constitute a 
coherent strategy or vision for the role of the private sector in the national economy. 
Furthermore, the measures are often not implemented fully. In a 2003 survey of SMEs, the 
International Finance Corporation in Uzbekistan identified some of the major negative factors 
hindering the operation of enterprises. These included (i) administrative procedures (i.e., red 
tape), (ii) currency conversion, (iii) access to finance, (iv) taxation, (v) import and export 
restrictions, and (vi) heavy and aggressive taxes. Uzbekistan has one of the highest taxes-to-
GDP ratios within the Commonwealth of Independent States (CIS). Corruption is also a serious 
problem, as in other CIS countries. Uzbekistan has made significant progress in establishing a 
legal and regulatory framework for businesses, though serious weaknesses remain in 
enforcement. The body of commercial law is still limited in scope. Company law does not 
establish adequate corporate governance norms. Legal issues also impede investments. A state 
committee has been established as the antimonopoly agency. In contrast to approaches in more 
developed markets and in other transition economies that focus on the regulation of 
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anticompetitive behavior, the current regulatory framework relies primarily on the imposition of 
price controls on enterprises based on the size of their market share or sector engaged in 
natural monopolies. In 2005, the Government issued a number of decrees aimed at furthering 
PSD including tax code reforms, banking sector reforms, reduced reporting, and nationalizing 
the inspection regime of private business.   
 

5. ADB’s Private Sector Initiatives in Uzbekistan 

70. ADB’s support for PSD in Uzbekistan has focused on: 
 

(i) developing institutions and strengthening the policy, legal, and regulatory 
framework for rural and microfinance; assisting privatization of farms and 
agribusinesses; and providing financial support for microenterprises and SMEs; 

(ii) supporting legal and regulatory reforms, as well as capacity building, in other 
areas of the financial sector, including insurance, banking, and securities 
markets; 

(iii) strengthening the policy, legal, and regulatory framework, and supporting 
capacity building for corporate governance reforms, enterprise restructuring, 
competition policy, and foreign direct investment; and  

(iv) facilitating private sector participation in infrastructure and services.  
 
71. The results so far in these areas of intervention have been mixed. The subprojects 
financed under the second SME Development Project13 appear to be viable but repayment 
problems have been occurring but the profitability of two of the three banks supported by the 
project has deteriorated. The Small and Microfinance Development Project,14 approved in 
December 2002, experienced start-up delays, but the implementation performance is picking 
up. 
 
72. In 2002, the Government signed a Framework Agreement for Private Sector Operations 
of ADB to pave the way for ADB’s Private Sector Operations Department (PSOD) to pursue 
transactions that will catalyze private investment. Apart from collaboration with EBRD on the 
trade facilitation program, no transactions have materialized so far.  
 
73. ADB's strategy envisages support for the private sector through both its public sector 
window and PSOD. Through its public sector window, future ADB support will focus on 
supporting a PSD-oriented growth strategy, with special emphasis on enhancing the capacity of 
the public sector to create a more transparent and competitive environment for businesses. 
Through its private sector window, opportunities for equity, debt and guarantee financing will be 
pursued in the financial and infrastructure sectors.  
 
74. The results matrix for strategic priority number 2 (Enabling Private Sector Development) 
provides the road map for ADB assistance in support of PSD.  

                                                 
13 ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for Small and Medium Enterprise Development Project. Manila. 
14 ADB. 2002. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Republic of Uzbekistan for the Small and Microfinance Development Project. 
Manila. 
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F. Transport Sector  
 

1. Current Status and Key Issues 

75. Regional transport infrastructure. The interdependence of the countries in Central 
Asia is high as they inherited an integrated transport system, they are physically isolated from 
global markets, and they have relatively small domestic markets. Stronger partnerships among 
the countries would increase market integration inside the region, as well as with world markets. 
Afghanistan's stability and redevelopment provide an opportunity to enhance cooperation and 
re-establish historical ties and potential economic links between Central and South Asia through 
Uzbekistan. Improvements to regional transport would reduce costs and improve regional 
services, thereby supporting new trade opportunities. Inter-modal transport would be a cost-
effective alternative to current efforts by national governments to construct new transport routes, 
which would be more expensive and increase travel distances. 
  

Table A3.4: Transport Networks in Central Asian Countries, 2004 
(1000 km) 

 
Item Railways Roads 
Azerbaijan 2.1 25.0 
Kazakhstan 14.3 89.0 
Kyrgyz Republic 0.4 18.8 
Tajikistan 0.5 12.5 
Uzbekistan 4.0 43.5 

Source:  Central Asia: Integrating Into the International Trading System Through Regional Cooperation in 
Trade Policy, Transport and Customs Transport. Draft Report. Asian Development Bank. 2005. 

 
76. Roads. The role of road transport in Uzbekistan’s economy is increasing. However, road 
capacity is limited and physical assets are deteriorating. The key problems are: 
 

(i) gaps in the roads network connecting production centers and markets, and 
providing land access to ports; 

(ii) poor and deteriorating condition of infrastructure because of low maintenance 
funding, a weak economic basis for investment planning, road design standards 
that are less than satisfactory, inadequate construction quality, poor safety 
awareness, a lack of road-side services, and a shortage of telecommunication 
facilities; 

(iii) weak sector management (although the Government has recognized the need to 
separate policy and regulatory functions from commercial activities and move the 
road fund to the Ministry of Finance, a transport ministry has not yet been set 
up); 

(iv) gaps in regulations and policies, including an incomplete legal framework, an 
absence of common standards, nonconformity with international standards, 
international road permit quotas that restrict competition, road user charges not 
related to the cost of road use, transit fees that are often too high, and 
regulations that are not transparent; and 

(v) inefficient border controls because of many bureaucratic requirements, an 
excessive number of road-side checks, ineffective means of weighing vehicles 
and loads, controls that are not based on international best practice or 
international conventions, and poorly equipped border posts. 
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77. Railways. Railways play a crucial role in Uzbekistan and the Central Asia economy. As 
in other transport subsectors, railway traffic had been on declining trend because of decreased 
economic activity in Uzbekistan and neighboring countries as well as changes in the routing of 
freight. However, railway traffic has now stabilized. International freight transport is 
overwhelmingly by rail, accounting for over 80% in tonnage. The key issues affecting rail 
transport are the: 
 

(i) absence of competition in the supply of railway services, an unclear basis for 
commercial management and investment, limited knowledge of management 
information tools, obsolete rolling stock, and outdated internal 
telecommunications technology;  

(ii) obsolete and poor quality technology and limited marketing orientation;  
(iii) a railway network with numerous cross-border operational obstacles, including 

no agreements on track sharing, no joint planning of infrastructure investment, 
frequent changes of locomotives and crews at borders, time-consuming border 
formalities with complicated documentation requirements, and inter-railway 
payment delays; and  

(iv) excessive tariffs for international traffic that do not distinguish between 
movement and terminal costs, inconvenient billing systems, and inadequate 
consignment information for shippers. 

 
2. ADB’s Sector Experience 

78. ADB has provided lending and nonlending support since 1996 for roads and railways. It 
has made two loans totaling $140 million for the rehabilitation of railways15 and one for 
$50 million for roads.16 The road loan was subsequently canceled in 2002 at the request of the 
Government. In the railway sector, ADB is supporting the rehabilitation of the 641 km 
Chengeldy–Khodhjadavlet corridor through the two projects. Since 1996, ADB has provided 
project preparatory technical assistance studies for road and railway projects, policy and 
institutional issues, computerization, and human resources development in the railway sector. 
An advisory TA is helping the Government to prepare a transport sector strategy (2006–2020) to 
identify strategic priorities, institutional and policy reforms, and the investment requirements for 
a sustainable transport sector. The Organization of Petroleum Exporting Countries (OPEC) is 
cofinancing the second railway project. Close cooperation has also been maintained with the 
World Bank and European Bank for Reconstruction and Development (EBRD) in the sector.  
 

3. Role of Other Development Partners 

79. The World Bank, the Government of Japan (through Japan Bank for International 
Cooperation (JBIC)), EBRD, and EU are supporting the transport sector. The World Bank has 
financed an Urban Transport Project for Uzbekistan which aims to develop efficient and 
sustainable urban passenger transport services in Samarkand, Namangan, Bukhara, Nukus, 
and Almalyk. JBIC has financed the Railway Passenger Transportation Improvement Project, 
under which repair facilities for passenger coaches have been set up and new coaches supplied 
to Uzbekistan Temir Yullari (UTY). Under a second JBIC project, repair facilities for electric 

                                                 
15  ADB. 19983. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Republic of Uzbekistan for the Railway Rehabilitation Project. Manila; ADB. 
2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical 
Assistance Grant to the Republic of Uzbekistan for the Railway Modernization Project. Manila.  

16  ADB. 1998. Report and Recommendation of the President to the Board of Director on a Proposed Loan and 
Technical Assistance Grant to the Republic of Uzbekistan for the Road Rehabilitation Project. Manila. 
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locomotives are being set up. Through the EU-funded Transport Corridor for Europe-Caucasus-
Asia program, a study of railway electrification, telecommunications, and management 
information systems has been undertaken. EBRD is financing procurement of electric 
locomotives and the modernization of diesel electric locomotives. ADB worked with EBRD to 
develop a comprehensive reform framework and capital investment strategy for UTY.   
 

4. ADB’s Future Role in Transport Sector  

80. ADB’s strategic priorities for the transport sector will be to focus on (i) developing a 
reliable transport network to link local production centers, markets, and granaries to the ports, 
and to regional and international markets using the existing infrastructure; (ii) integrating 
systems to promote safety, improve the framework of international agreements required for 
integrated operations, and develop high-quality transport services; (iii) harmonizing the 
regulatory framework to unify laws and regulations and the way they are enforced, in order to 
remove legal obstacles and promote efficiency; (iv) restructuring and modernizing the sector to 
promote competition in the supply of transport and support services; (v) marketing and tariff-
setting based on competition to exploit the existing potential of the transport services (national 
and regional) more fully; and (vi) improving financing and management efficiency and 
effectiveness.  
 
F2. Transit17 
 
81. The transit systems in the Central Asian republics (CARs), particularly those for road 
transport, are subject to substantial delays and costs associated with customs transit. These 
delays have a significant effect on both intra- and inter-regional trade. All CARs are signatories 
to the Customs Convention on the International Transport of Goods under Cover of Transports 
Intenationaux Routers (TIR) Carnets (commonly referred to as the “TIR Convention”), although 
implementation of this and other agreements has been mixed. A major drawback of the TIR 
system is that it is too expensive for most transport operators from the CARs. The main benefits 
of a well implemented TIR system are faster border crossings and exemption from customs 
export permit requirements. These benefits are not always realized because of border 
infrastructure problems and non-compliance by customs officials. In addition to various unofficial 
and unofficial payments relating to vehicles, unofficial payments to customs officials and traffic 
police officers are often made, reducing the benefit of the TIR system. An effective and relatively 
inexpensive regional transit system for intra-regional customs transit is badly needed, but this 
will require concerted efforts by the CARs and their neighbors.  
 
82. The results matrix for strategic priority number 3 (Regional Cooperation in Transport and 
Customs Transit)  provides the road map for ADB assistance in this area.  
 
G. Early Childhood Development Sector Assessment and Results Framework  

 
83. The Uzbek authorities recognize the importance of increasing access to early childhood 
development (ECD) programs. Enrollment in early childhood (preschool) education (ECE) has 
dropped substantially, from 35% in 1991–1992 to about 17% in 2004, with particularly steep 
declines in rural areas. With regard to early childhood health, according to the State Committee 
on Statistics, the under 5 mortality rate was 24.3 per 1,000 live births in 2002 and 22.1 in 2004. 
The World Bank’s World Development Indicators (WDI) online indicates a higher figure of 69 per 
                                                 
17 Asian Development Bank. 2006. Central Asia: Integrating Into the International Trading System Through Regional 

Cooperation in Trade Policy, Transport and Customs Transport. Draft Report.   
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1,000 live births in 2003. Acute respiratory infections among children remain the primary cause 
of death and morbidity. The percentage of children who are moderately or severely 
malnourished declined substantially between 1996 and 2002. On the other hand, the prevalence 
of micronutrient deficiency among children remains very high. More than 50% of children are 
anemic, 50–60% of children are iodine deficient, and 50–60% of children are vitamin A deficient.  
The incidence of stunting and underweight children is substantially higher among the poorest 
quintile.   
 

1. Sector Needs and Challenges 

84. The challenges to improving the quality of ECD programs include the following.    
 

(i) Supply of preschool/early childhood education services. In the Soviet era, 
state-owned enterprises, including state farms, were responsible for maintaining 
a range of social services that also covered kindergartens. After independence, 
these services ceased, many kindergartens were closed, and the responsibility 
for those that remained was transferred to local governments. Closure of facilities 
and cost-cutting measures led to a decline in preschool enrollment.  

(ii) Demand for early childhood education services. Parental demand for 
preschool services, particularly in poorer families, is price-sensitive. The 
Government has been pursuing low-cost alternatives to preschools through the 
“home (mahalla) kindergarten” project in the Kuva district of Ferghana oblast. 
These have been popular with parents and the ministry hopes to extend the 
system countrywide if resources can be identified. 

(iii) Information on childcare. A social assessment for ADB and World Bank health 
projects reported that women are concerned about the lack of information on how 
to care for children in their early years, child labor, poor living conditions, and 
poor diet.  

(iv) Integrated Management of Childhood Illness (IMCI). There is need to 
strengthen the community component of IMCI, which is meant to be implemented 
by families and communities as well as by health facilities. 

(v) Broadbased nutrition programs. Since 2005, the ADB grant-funded national 
program on flour fortification, aimed at reducing anemia among children and 
women of child-bearing age, has been in operation. More needs to be done to 
address problems of anemia and micronutrient deficiencies, through 
comprehensive nutrition programs targeting children and women in rural areas. 

 
2. Government Policies 

85. Long-term state programs for child health include IMCI, the safe motherhood initiative, 
promotion of breast-feeding, and micronutrient deficiency control. The Ministry of Public 
Education has adopted a program called “A Child of the Third Millennium” that spells out the 
importance and goals of preschool education. 
 

3. ADB’s Experience  

86. ADB has had projects in ECD in other developing member countries, including the 
Philippines and the Kyrgyz Republic and is developing one in Azerbaijan. ADB is regarded as 
one of the leading ECD development agencies in Central Asia. It has been implementing the 
Woman and Child Health Project in Uzbekistan since 2004.  
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4. Rationale for ADB involvement in Early Childhood Development 

87. The overall objective of ADB support for early childhood development is to increase 
access to quality ECD services and to contribute to Uzbekistan’s prospects for achieving the 
Millennium Development Goals on universal primary education and reducing child mortality.  
 
H. Basic Education  
 

1. Education Sector Background 

88. The education system in Uzbekistan consists of preschool (up to age 6), basic education 
(grades 1 to 9), senior secondary education (SSE) (grades 10 to 12), followed by higher 
education. SSE comprises professional colleges and academic lyceums and will be compulsory 
from the year 2010. Responsibilities for education are shared at the central level between the 
Ministry of Public Education for preschool and basic education, and the Ministry of Senior 
Secondary and Higher Education for the other levels. Regional (oblast) and district (raion) 
administrations have educational departments and there are a number of national educational 
institutions, some with regional affiliates. There is limited private sector participation in education 
(except in informal preschools). Uzbekistan scores well on education-related MDGs, with high 
enrollments in basic education (about 99%) and little gender disparity. However, participation 
rates at all other levels are lower: preschool, 30%; SSE, 48%; and higher education, 6.4%.18  
 

2. Sector Needs and Challenges 

89. The main sector needs and challenges include the following. 
 

(i) Urban–rural differences in the quality of basic education. Schools in rural 
areas are at the lower end of the funding and quality spectrums. One report has 
estimated that only 38% of schools in rural communities have enough rooms or 
desks, as compared with about 80% in urban schools. Only 37% have enough 
teaching manuals, as compared with 64% in urban areas. 

(ii) Student-centered learning. Since the late 1990s, considerable progress has 
been made in revising curricula. Despite this, the basic education curriculum 
remains overloaded with subjects and content requirements, with insufficient 
emphasis on student-centered learning.  

(iii) Resource base for teacher training.  Funding for in-service teacher training 
and other ways of maintaining and updating teaching standards has been falling. 
There is no adequate incentive system for teachers to improve professionally or 
adopt new teaching methods and materials.  

(iv) Rationalizing the school network. Sector efficiency is low because of rigid 
central regulations of budget allocations and personnel deployment. A 
comprehensive rationalization plan is needed to cover the school network, class 
sizes, multiple subject teaching, and capacity development. 

(v) Participatory approach to reform. The “top-down” approach to education 
reform has undermined understanding and ownership of reforms. Effective 
support to decentralizing decision making needs to be provided to district and 
school levels, especially in the areas of financial management and budgeting, 
micro-planning, data collection, and school management.   

                                                 
18  Data from the Government’s draft Living Standards Strategy 2004, and Living Standards Assessment, World Bank, 

2003. 
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(vi) Monitoring systems. The Government’s focus is on education quality and 
relevance, but reliable data on such crucial performance indicators as transition, 
attendance, and learning outcomes in basic education are lacking. Establishing 
an effective education management information system, along with qualified 
professionals, should be a key component of future education sector reform.  

(vii) Education financing. Although education sector spending is high in Uzbekistan, 
basic education remains underfunded as the expansion of senior secondary 
education has absorbed most of the recent increases in funding.19 The 
introduction of cost recovery has tended to burden the poor more than the rich. 
Spending on capital and maintenance is low by international standards to the 
detriment of quality. The partial decentralization of education financing to local 
oblast governments has introduced further biases against schools and 
institutions in poor and rural areas. These need to be mitigated by systematic 
targeted support for the poor through fiscal and budgetary measures and 
programs. In this regard, a per capita funding system is being piloted. Under the 
National Program of General School Education Development (NPSED), off- and 
extra budgetary sources are being introduced to fund education programs. The 
efficiency and equity implications need to be fully examined and appropriate 
measures adopted to protect the poor.   

 
3. Government Policy 

90. Since independence, education has featured prominently place in the Government’s 
reform agenda, as reflected in high-level political statements and consistently high budget 
allocations. The national program for personnel training (NPPT) and NPSED are the key policy 
documents governing the education system. 
 

(i) The NPPT introduced a 12-year compulsory education system consisting of 9 
years of basic education (delivered in schools) and 3 years of SSE (delivered in 
two new types of institutions, the academic lyceums for the general/academic 
stream and professional colleges for the technical stream). The period of 
transition to the 12-year compulsory system was also extended to 2010. 

(ii) NPSED envisages further improvements in basic education standards and  
curricula; capacity development of teachers, especially those in poor areas; 
provision of infrastructure and other inputs, including textbooks and reference 
books, ICT, and lab equipment; and improvements to school financing. An off-
budget school development fund was established in June 2004 to mobilize off-
budget resources to implement the NPSED.  

 
4. ADB Sector Experience 

91. ADB has been the principal source of external financing and TA to the education sector 
since it began operations in Uzbekistan in 1996. The portfolio currently consists of five active 
loans: Senior Secondary Education Development Project (SSEDP),20, two loans for the 

                                                 
19  According to Republic of Uzbekistan: Public Expenditure Review, World Bank, 10 June 2004, per student total 

costs in SSE is eleven times higher than in basic education; and Uzbekistan spends five times as much in terms of 
share of GDP for each SSE student as the OECD average, and only two-thirds per student in basic education as 
compared to the OECD average.  

20 ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 
Technical Assistance Grant to the Republic of Uzbekistan for the Senior Secondary Education Project. Manila. 
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Education Sector Development Program (ESDP),21 Second Textbook Development Project 
(STDP),22 and ICT in Basic Education.23 The Basic Education Textbook Development Project 
(BETDP)24 was closed on 30 September 2004.  The portfolio covers basic education and senior 
secondary education, and sector-wide support to reforms (ESDP). Overall, the portfolio 
performance in the education sector has steadily improved over time, indicating that ADB’s 
assistance is broadly aligned with Government reform strategy and priorities.  
 
92. In line with Government priorities, the BETDP (approved in December 1997), the STDP 
(approved in September 2004), and the SSEDP (approved in February 2000), focus on 
improving quality through investments in curricula, learning materials, restructuring, equipment, 
and teacher retraining, and institutional and capacity building. The ESDP, approved in 
December 2002, was designed to support the Government to develop a more holistic policy 
framework, identify gaps in analytic work and address sectorwide efficiency issues. This policy 
loan supports improving sector resource allocation to make it more efficient and equitable, 
restructuring education budgets in a pro-poor manner, enhancing the performance of teachers, 
and promoting equal education opportunities. The ESDP project loan aims at enhancing the 
quality of basic education and improving sector management practices. Its main components 
include the establishment of a distance education capacity for teacher education, strengthening 
management and supervision skills of local education authorities, improving the physical 
conditions and resource base of 500 poor schools, and developing poor schools’ access to 
extrabudgetary resources through a grant-funding mechanism. The recently approved ICT in 
Basic Education Project aims to aims to improve the quality and relevance of, and access to, 
basic education by integrating ICT into teaching and learning.  
 
93. Through its loans and technical assistance program, ADB is promoting a more systemic, 
coordinated and participatory approach to the reform process. Two TA projects have helped the 
Government to establish an education reform monitoring capacity, and to conduct a review of 
the costs and financing of education.25 A third major TA project has supported a comprehensive 
review of the SSE development strategy.26 The TA projects have contributed to developing the 
information base in the education sector and to disseminating modern educational planning and 
practices, helping to pave the way for further policy developments.  
 

5. Activities of Other Funding Agencies 

94. ADB is by far the principal development partner in the education sector in terms of the 
scope of its interventions, its funding volume, and the policy advice it provides. A limited number 
of multilateral and bilateral agencies are involved in the sector and much external assistance 
has been directed toward SSE and higher education. The Governments of Japan and the 

                                                 
21 ADB. 2002. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the 

Republic of Uzbekistan for the Education Sector Development Program. Manila. 
22 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Second Textbook Development Project. Manila. 
23 ADB. 2005. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Information and Communications Technology in Basic Education. Manila. 
24 ADB. 1997. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Republic of Uzbekistan for the Basic Education Textbook Development Project. 
Manila. 

25  ADB. 1997. Technical Assistance to the Republic of Uzbekistan for Monitoring Implementation of Education 
Reform. Manila (TA 2947–UZB) for $900,000; and ADB. 1997. Technical Assistance to the Republic of Uzbekistan 
for Capacity Building in Education Finance. Manila (TA 2948–UZB) for $500,000, both approved on 17 December 
1997.  

26 ADB. 2000. Technical Assistance to the Republic of Uzbekistan for Interim Review of Senior Secondary Education 
System. Manila (TA 3399–UZB), for $1,000,000, approved on 8 February 2000.  
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Republic of Korea have provided loans for equipment to new professional colleges and 
academic lyceums. EU has two programs: Technical Assistance for Commonwealth of 
Independent States (TACIS) (focused on management training, market skills development, and 
agricultural education) and Trans-European Mobility Scheme for University Studies (TEMPUS) 
(exchange between universities). Assistance to basic education is piecemeal and narrowly 
focused. United Nations Educational, Scientific, and Cultural Organization (UNESCO) and 
United Nations Children's Fund (UNICEF) have extended support to schools in the Aral Sea 
area. United States Agency for International Development (USAID) supports a program for 
improving selected schools. The British Council supports development of English textbooks and 
teacher training. The Islamic Development Bank, which Uzbekistan joined in 2003, has 
expressed an interest in supporting the education sector. Recently, the World Bank has 
announced plans to provide support to basic education. ADB is in close consultation with these 
development partners.  
 
95. The results matrix for strategic priority number 4 (human development) provides the road 
map for ADB assistance in this area. 
 
I. Gender Assessment27 
 

1. Gender Profile 

96. The gender profile in Uzbekistan is influenced by many factors, but three dominate: the 
Soviet inheritance, the social and economic difficulties of the transition period, and traditional 
Uzbek values and cultural traditions. Uzbekistan inherited from the Soviet period aspects of 
gender equality: women and men had equal access to education, health care, and employment. 
Literacy rates were—and still are—high, and social protection benefits were provided equally to 
men and women. Although there were many more men than women in top political and 
economic positions, women were represented. The predominant share of unpaid work, mainly 
home and child care responsibilities, however, was taken on by women; and the fact that 
women had to combine employment with child care responsibilities led in practice to a certain 
gender segregation, with women tending to be concentrated in the lower-pay and lower-status 
sectors and jobs. 
 
97. Although Uzbekistan avoided some of the more drastic collapses in social and economic 
indicators experienced by other countries in transition, strains on the budgets for health and 
education have affected access to basic social services and the quality of these services; 
employment is no longer guaranteed for men or women; most public kindergartens have 
disappeared (adding to the time burden of women); and equality in access to productive work 
and to assets is less prevalent than it used to be. Despite government efforts to protect 
vulnerable sections of the population, new forms of vulnerability have emerged for men and 
women.  
 
98. Uzbekistan has retained throughout the Soviet and transition periods its own strong 
cultural traditions. These place a high value on community and the family, and have in some 
ways been reinforced in the transitional period as part of the rediscovery of the Uzbek national 
identity. In rural areas, large families are the norm, and women bear the prime responsibility for 
children and the home. Lack of public utilities in rural areas and higher birth rates increase the 
time burden on women. 

 

                                                 
27 This subsection is drawn from the country gender assessment.  
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2. Key gender issues   

99. The key gender issues may be summarized as follows.  
 

(i) Economic opportunities and economic insecurity. Employment and income-
generation problems are becoming more acute for many sections of the 
population, and one of the outcomes has been an increase in informal and formal 
migration. This has welfare implications for families—men, women and 
children—and increases the vulnerability of those involved. Overall gender 
segregation in the labor market is still noticeable: women are still concentrated in 
lower-paid, lower-status jobs. 

(ii) Rural Development. The available evidence suggests that women are not 
benefiting equally from the recent shift toward private farms, that they are 
disadvantaged in access to key productive resources (such as land, water, and 
credit), and that they are underrepresented in the bodies concerned with the 
management and distribution of these key resources. Lack of utility infrastructure 
and poor maintenance of existing infrastructure mean that the supply of safe 
drinking water is not guaranteed. This has health consequences in some regions, 
and in others leads to an increase in women’s time burden. The restructuring of 
shirkats, without a parallel development in other agricultural and nonagricultural 
rural employment, has had a detrimental effect on women’s access even to low-
skill seasonal employment and to noncash payments through the shirkats (e.g., 
cotton stems for fuel). Employment opportunities for women are also limited by 
their traditional child-care and other home-based functions. Fertility rates have 
fallen in recent years, but in rural areas still tend to be high, and cultural factors 
encourage families to have many children. This, coupled with the decrease in 
public preschool facilities that has accompanied transition, add another constraint 
on women’s access to employment opportunities. 

(iii) Education. Uzbekistan inherited good education indicators and has made efforts 
to ensure that they are maintained. Universal access to basic primary and 
secondary school education (grades 1–9) has been maintained, and literacy 
rates are almost 100% for men and women. Signs of differences in the quality of 
school education offered across regions and income groups can be observed, 
however. One of the main targets of the MDG to promote gender equality and 
empower women is guaranteeing gender equality in primary and secondary 
education. Some evidence has emerged that upper secondary-level enrollment 
rates are decreasing for both boys and girls, but more steeply for girls. The fact 
that education reform envisages that general secondary schools will stop at 
grade 9 means that girls, especially in rural areas, may be less likely to go on to 
grades 10–12 in academic lyceums, because of existing gender stereotypes and 
because the fact that these classes tend to be offered at schools further from 
their place of residence. Girls will be more likely to attend the less prestigious 
vocational colleges. This will intensify the already existing gender gap in higher 
education and reinforce existing gender segregation in the labor market. It is 
important that reform efforts to improve the quality of teaching and the school 
curriculum tackle the issue of gender stereotypes in textbooks and school 
materials. Changes are taking place in school management, with more 
opportunities for community participation. It will be important to monitor whether 
women and men have the same opportunities to take part in these new 
management/ advisory structures. 
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(iv) Health. Uzbekistan inherited a relatively well-developed health care system at 
the beginning of the transition, but it could not be maintained. Most health care 
indicators deteriorated, including maternal and child mortality, and infectious and 
respiratory disease levels rose. The Government has embarked on changes to 
the health care system’s organization and structure, with the aim of ensuring 
access, while making delivery of services more cost-effective. The concern has 
been to ensure that women’s particular health care needs are met, especially in 
the area of reproductive health. However, the need to make formal and informal 
payments for almost all health services has led to inequities in access and 
differentials in the quality of services provided. A rise in the maternal mortality 
ratio in the late 1990s and early 2000s points to an overall deterioration in health 
status of women. There are three main reasons for this. First, poverty and low 
living standards appear to have had an effect on nutrition levels for the more 
vulnerable. Women’s heavy time burden, especially in rural areas, has also 
contributed to their poor health. Estimates derived from the 2002 health 
examination survey suggest that 6% of women and 4% of men are 
undernourished. Second, while reforms have been undertaken to ensure local 
services are available, the quality of these services is not uniform. Third, the 
prevalence of informal payments may deter poorer women from using available 
services. It is important that both women and men have a voice in the types and 
quality of health care services provided, and that mechanisms be in place 
through which they can demand accountability from providers. Such mechanisms 
are currently lacking. 

(v) Leadership and Legal Rights.  Legislation clearly sets out gender rights, but the 
legal decrees, regulations, and instructions issued by the Presidential Apparatus, 
Cabinet of Ministers, and line ministries—which determine how legislation is 
implemented—often display a lack of gender sensitivity. 

(vi) Statistics. As can be seen throughout this CSP document, the lack of data and 
limited access to data remain problems for gender analysis and identifying critical 
issues and priority interventions. This relates to a bigger issue of how to achieve 
a restructuring of the statistical data collection mechanisms and how to reorient 
the attitude of government agencies to statistics (which is still predominantly 
based on a reporting approach derived from Gosplan, the Soviet State Planning 
Commission).  

 
3. Government Strategy 

100. Since the beginning of the transition period, the Government has demonstrated a strong 
commitment to addressing women’s issues. The treatment of gender as a crosscutting issue in 
all policy areas is still relatively new, but is part of the discussions on the country’s national 
development plan for improving living standards and on the country’s MDG targets. Under the 
MDG on promoting gender equality, a target of increasing the share of women in wage 
employment other than agriculture is being discussed. The Government has identified policy 
priorities in its education and health care programs and in the development of the agricultural 
sector on the basis of a small business and private enterprise reform program. These need to 
be incorporated into the WISP development work and, through this, more clearly linked to 
budget allocations to support implementation.  
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4. Activities of Other Development Partners 

101. In August 2004, a gender equality coordination unit (GECU) was created, in order to 
coordinate activities and technical assistance projects among donors. The unit includes 
representatives from ADB, the International Research and Exchanges Board, the Organization 
for Security and Cooperation in Europe (OSCE), the Swiss Embassy, the United Nations 
Development Programme (UNDP), USAID, and the World Bank. UNDP has been active in 
provision of microcredit and income-generation initiatives; providing capacity-building support, 
especially to the Women’s Committee; highlighting gender issues through the MDG discussions; 
and supporting gender statistics. The World Bank has mainstreamed gender, particularly in its 
health, water supply, and sanitation projects. Most bilateral donors support gender 
mainstreaming through capacity building and pilot programs on microcredit, education, anti-
trafficking initiatives, legal and political literacy, human rights and women’s rights, health care, 
and alternative childcare services. 
 

5. ADB Experience 

102. As part of efforts to improve gender mainstreaming in ADB programming and operations, 
a national gender consultant has been working since October 2000 in ADB’s Resident Mission 
in Tashkent; attempts have been made to facilitate the consideration of gender issues at all 
stages of project development and implementation. ADB has been successful in its efforts to 
mainstream gender issues into its agricultural/rural development projects, women’s health 
issues, education, and microcredit. In the education sector, some work has been done on 
gender stereotypes in school textbooks, but this remains a vast area where follow-up and 
support is required. Gender and development issues have also been addressed in the Japan 
Fund for Poverty Reduction project on innovative poverty reduction in Karakalpakstan. ADB 
provided technical support and participated actively in the formulation of the country’s first living 
standards and poverty reduction strategy, the living standards strategy (LSS). ADB has also 
supported UNDP in guiding the process of formulating the country’s MDG targets and 
indicators.  
 
103. ADB has pilot-tested an innovative approach to providing training for women 
entrepreneurs and farmers and unemployed rural women. ADB, together with other donors and 
nongovernment organizations (NGOs), published a statistical handbook,28 which represents a 
valuable handbook of sex-disaggregated statistics. ADB has been active in supporting and 
contributing to donor coordination through its participation in GECU.  
 

6. Mainstreaming gender in future ADB operations 

104. The overall approach to gender mainstreaming has been successfully applied to a series 
of ADB projects in Uzbekistan. It should be extended to include ongoing and future 
infrastructure (energy and transport) projects. The WISP framework could provide capacity-
building opportunities for key stakeholders, including the women’s committee, to participate in 
the formulation process, and link the development of their new national action plan to the WISP. 
Potential areas consistent with the main thrusts of the country strategy and program (CSP) 
include the following: 

                                                 
28 Statistical collection (2002). Men and Women in Uzbekistan.  
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(i) Employment opportunities:  
(a) increase women’s qualifications and skills, including business skills;  
(b) document the effects of shirkat restructuring on rural employment for men 

and women and carry out a needs assessment for dekhan farmers, 
especially women, and tailor specific courses for women; 

(c) raise awareness of gender issues relating to water management in rural 
areas, and provide further support to the regional gender and water 
network. 

(ii) Early childhood development: 
(a) develop community and other types of child care support, which can 

provide elements of early childhood development, and also help reduce 
women’s time burden.  

(iii) Education: 
(a) ensure that gender stereotypes are not reinforced through school 

education materials and develop standard criteria for evaluating the 
gender content of materials;  

(b) investigate ways of supporting access for women to ICT training courses 
in mahallas, particularly tailored to girls in the upper secondary school 
age groups.  

(iv) Statistics: 
(a) Assist in carrying out a time use survey, which would provide more data 

on the differences in women’s and men’s time burdens. Capacity building 
for government counterparts is also required to show how the data can be 
used for monitoring project outcomes and to better inform policy 
decisions. 

 
J. Monitoring and Evaluation 

105. The I-WISP envisages the establishment of a monitoring and evaluation (M&E) system 
to monitor progress toward poverty reduction goals and targets and assess the implementation 
of the strategy. Prerequisites for an effective M&E system for tracking progress include (i) a 
clear and coherent set of goals and targets for the medium and long terms; (ii) appropriate 
organizational structures and processes, and (iii) an environment where the practice and use of 
M&E is an integral part of the decision-making process. The key information characteristics of 
the country’s readiness for results-based monitoring and evaluation can be summarized as 
follows. 29  
 

(i) Uzbekistan’s constitution provides for right to information but this is counteracted 
by numerous grounds for restricting access. This has contributed to a highly 
restricted information environment. Secrecy provisions restrict access to (i) basic 
data---economic, financial, and social; (ii) government decisions; and (iii) legal 
acts.   

(ii) The quality and availability of economic and social data have been raised as a 
serious concern by a number of international organizations. With regard to data 
quality, problems at the level of source data, methodological deficiencies, and 
inconsistencies have been identified. The main source for disseminating 
economic, financial, social and economic data is the State Statistical Committee. 
The manner in which data is disseminated (lack of methodological explanations, 

                                                 
29 Data, Public Disclosure, and Transparency in Uzbekistan. Background Paper prepared for Uzbekistan Country 

Economic Memorandum. World Bank. 2003.  
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data presentation in critical categories in a highly consolidated manner, and non-
standardization), limits its usefulness.  

(iii) Uzbekistan does not provide sufficient information to compile a country page in 
any of the following International Monetary Fund (IMF) publications: International 
Financial Statistics, Government Financial Statistics Yearbook, Balance of 
Payments Statistics Yearbook, and Direction of Trade Statistics Yearbook.  

(iv) The costs of such a restrictive information environment include: 
(a) self-censorship by officials and the media, 
(b) high transaction costs in terms of difficulties and delays in information 

flows and in decision making, 
(c) adverse impacts on the quality of inputs to Government decision-making, 
(d) uncertainty about economic and business environment because of 

restricted information acts as a deterrent to potential investors, and 
(e) reduced public sector transparency and accountability.  

 
106. A number of ongoing and proposed initiatives can serve as stepping stones to the 
development of a results-based monitoring and evaluation system. 
 

(i) The Government has embarked upon a major program of public finance reforms 
that has improved prospects for enhanced transparency in the allocation of public 
funds. This could pave the way for linking resource allocation procedures with 
performance indicators.  

(ii) UNDP, World Bank, and ADB are working with the State Statistical Committee 
(SSC) and other ministries to establish a poverty monitoring unit in the Ministry of 
Economy (MoE), improve statistical and analytical methodologies in the SSC, 
and link the SSC with other ministries in a systematic way.  

(iii) The first Millennium Development Goals (MDG) Report for Uzbekistan30, was 
prepared by UNDP in collaboration with the Government, ADB and other donors. 

(iv) Through an initiative sponsored by World Bank Institute, Development Gateway 
Foundation, UNDP and the Center for Economic Research (CER), several 
websites31 containing statistics and other information on Uzbekistan have been 
developed.  

 
107. Next Steps. ADB plans to work with other partner organizations to improve the 
information environment and M&E systems in Uzbekistan. Priority actions will include:  
 

(i) helping to refine WISP goals and targets so indicators of impacts, outcomes, and 
outputs are included, targets and baselines are identified, and there is a clear link  
between desired outcomes and specific interventions; 

(ii) working with other donors to conduct a stocktaking of planned and ongoing 
donor-supported initiatives in M&E and formulating a joint action plan which takes 
into account the importance and urgency of each activity; and 

(iii) undertaking case studies in one or two key sector ministries (e.g., MAWR, 
Ministry of Public Education [MOPE]) to identify M&E issues and good practices, 
and to pilot test redesigned systems.   

 

                                                 
30 UNDP. 2004. Millennium Development Goals in Uzbekistan. Tashkent.  
31  Uzbekistan statistics: www.statistics.uz Uzbekistan Development Gateway: www.darvoza.uz Community 

Empowerment Network: www.communityempowerment.net. 
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K. Governance32 
 

1. Public Administration 

108. Centralized Public Administration. Since independence, the structure of Uzbekistan’s 
government and its system of public administration has undergone significant changes. 
Important reforms in the executive, judicial and legislative branches of government have 
recently been enacted and are planned for implementation during 2005 and beyond. Public 
administration, however, continues to be centralized in the Cabinet of Ministers (COM) and 
Office of the President—there is little room for individual ministries or agencies to take even 
fairly minor decisions or initiatives. Recent public administration reforms may help improve 
efficiency and effectiveness, but they do not address the fundamental issue, which is that 
ministries and agencies have little or no autonomy or authority (and therefore capacity) with 
respect to policy.  
 
109. Policy Coordination. Despite the highly centralized public administration, inter-
ministerial policy coordination appears to be weak. Policy coherence, consensus, and 
commitment suffer from insufficient open discussion of policy options. In addition, the authority 
and jurisdiction of several ministries, agencies and associations lack clarity, with the result that 
some encroach on others’ terrains. Even where authority is clearly defined, ministries’ ability to 
make independent professional judgments is often inhibited by the pervasive influence of the 
COM.  
 
110. Relations Between Executive and Legislature. The executive powers wielded by the 
COM and the office of the president—through numerous, sometimes confidential, resolutions 
and decrees—are, for all practical purposes, unlimited. Uzbekistan’s parliament has so far been 
unable either to exercise effective oversight over the executive branch or, with few exceptions, 
to generate its own legislative initiatives. Further, limited public participation in the legislative 
process has prevented parliament or its individual members from drawing upon potential 
popular support for specific policy measures or laws. Policy papers, draft legislation, and the 
parliamentary agenda are published too late for effective public discussion. Against this 
background, the creation in early 2005 of a bicameral parliament—providing inter alia for an 
elected, full-time lower house and a part-time, indirectly elected Oliy Kengash (senate)—and the 
simultaneous transfer of certain presidential powers to parliament and the prime minister are 
potentially important constitutional reforms designed to enhance the role and responsibility of 
the legislature. 
 
111. Transparency and Accountability. The caliber of officials at all levels of Uzbekistan’s 
public administration has improved substantially in recent years and compares favorably with 
that of other countries of the former Soviet Union. However, despite uniform pay grades and 
conditions of service, there is no civil service law or civil or public service commission 
responsible for protecting public officials’ professional independence or their employment rights. 
Civil servants are thus vulnerable to arbitrary removal on the basis of technicalities or for 
political reasons. Recruitment and promotion within public administration are often not merit-
based, and there is an undercurrent of rent-seeking exacerbated by low salary levels. 
 
112. Local Administration. Local government administration has changed significantly since 
independence, but centralizing tendencies remain, with all important policies, responsibilities, 
and resources flowing from the top downwards. With limited effective control over the relatively 
small amount of revenues that are locally generated, regional and local assemblies and councils 
                                                 
32 Uzbekistan Country Governance Assessment (footnote 5).  
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have much less influence than hokimiyats, which in practice represent central or presidential 
authority. The use of mahallas in recent years to target social safety net resources more 
effectively within the community is an innovative attempt to involve traditional neighborhood 
organizations in local government administration, although it may also enhance local 
governments’ ability to monitor and control such organizations. 
 

Table A3.5: General Governance Indicators 
 

Indicator Uzbekistan Comments 
Governance 6.25-6.50 (local/ national) on 1 

to 7 scale with 7 being lowest 
Uzbekistan ranks 27 out 
of 29 

Constitutional, legislative, and 
judicial framework  

6.50 on a 1 to 7 scale, with 7 
being the lowest 

As above 

Rule of Lawb/ -1.30 on a mean 0,1 standard 
deviation scale 

Uzbekistan ranks 191 out 
of 204 

Corruption Perceptions Index 2.4 out of 10  Uzbekistan ranks 100 out 
of 133 countries 

Source: Country Governance Assessment (footnote 15 main text).  
 

 2. Public Finance Management 

113. Fiscal Reforms. Since 1999, Uzbekistan has experienced significant fiscal adjustment, 
with total central government expenditures (including net lending) having declined from a high of 
50% of GDP in 1996 to 35% in 2003 and a planned 31% in 2004. At the same time, budget and 
public sector deficits have been reduced to manageable levels, primarily through cuts in 
investment financed by public or publicly-guaranteed (including external) borrowing. Meanwhile, 
the authorities have embarked upon a major program of public finance reforms, a new budget 
law (2000) and a new treasury law. These important reforms, which will require several years to 
be implemented completely, are being supported by substantial technical assistance from the 
IMF, the US Treasury, USAID and the World Bank. Together, they are evidence of recent 
positive trends in the country’s public finances and their management, including the authorities’ 
declared intention to improve governance and transparency in this area. 
 
114. Ongoing Challenges. Revenues are dominated by indirect taxes. The tax burden 
remains high, which means many people to leave the formal sector. Frequent changes in tax 
rules have affected tax rates, bases, and compliance requirements. The ambiguity and 
unpredictability of tax rules further complicate compliance. Tax exemptions are often 
discretionary and opaque. Frequent tax remittance requirements and the use of commercial 
banks as tax collection agents cause resentment. On the expenditure side, budget execution is 
subject to significant fiscal risks and misaligned spending authority and responsibility. Major 
expenditure categories are still excluded from the budget. Inadequate public oversight and weak 
internal and external controls raise doubts about the fairness and efficiency of the public 
procurement process. Transparency and access to public information remain inadequate. Fiscal 
policies to reduce poverty need to be enhanced as inter-regional fiscal disparities have yet to be 
addressed effectively. Overregulation and opaque tax administration inhibit private sector 
development. The tax code is currently under complete review. 
 
115. The remaining reform agenda. Reforms to be carried out include: (i) establishment of a 
revised chart of accounts; (ii) creation of a modern tax administration, thereby reducing and 
ultimately eliminating the use of commercial banks for this purpose; (iii) enactment of a revised 
public procurement law and system consistent with international (including World Trade 
Organization [WTO]) standards; and (iv) elaboration of fiscal measures to reduce regional 
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inequities in overall revenue distribution. Some challenges are technical; others are rooted in 
the country’s economic and political system and may take longer to address.  
 
 3. Legal and Regulatory Framework 

116. Regulatory Environment and Transparency. The legal and regulatory environment for 
private sector development in Uzbekistan, including for foreign direct investment, remains 
difficult. There are numerous barriers to entry resulting from the large number of normative acts, 
inadequate administrative and legal standards, and ineffective appeal mechanisms to safeguard 
the rights and interests of investors. However, recently the Ministry of Justice developed a 
medium-term foreign investment strategy covering the legislative and regulatory framework, the 
institutions and procedures framework, and the economic policy framework. Laws and 
regulations limiting access to basic economic data and information do not meet international 
standards of transparency. While all governments reserve the right to monitor, and to limit public 
access to certain types of information for national security reasons, the extent of Uzbekistan’s 
existing restrictions no longer serves any useful public purpose. Public accountability, market 
efficiency, and, ultimately, private sector development all depend on easy access to information.  
 
117. Private Property Rights. Existing regulations for the protection of private property rights 
remain inadequate. Some have restricted property rights, including provisions for 
renationalization of privatized enterprises on the grounds that the conditions for privatization 
were not adhered to. Clearly, potential investors will hesitate to do business in Uzbekistan if 
they are unsure about the application of existing laws and/or uncertain about the possible 
effects of future regulations.  
 
118. Rule of Law. Despite some progress in recent years, Uzbekistan’s overall legal 
framework and system do not yet meet internationally recognized criteria for, or definitions of, 
the rule of law. For the rule of law to be effective, citizens and officials must first be able to 
understand what the law is and then be held accountable when they fail to comply with it. 
However, contradictions in numerous laws, combined with unclear procedures for their 
promulgation and publication, make understanding and thus compliance difficult. 

 
4. Judiciary 

119. Role and Independence of Judiciary. International experience demonstrates that a 
strong, independent judiciary is essential for the effective functioning of representative 
government and a market-based economy. Despite recent and on-going reforms, there remains 
substantial scope for a stronger, more independent judiciary in Uzbekistan. For example, the 
appointment of judges is controlled almost entirely by the Office of the President, with little or no 
involvement by the legislature, as is the case in most other countries. The ability of the 
procuracy to influence case determinations (and hence judicial careers) reflects excessive 
influence by the executive branch. The terms and conditions of judicial tenure, including salaries 
and facilities, are decided at the central or local government level, and low salaries, inadequate 
training, and insecure tenure combine to undermine the judiciary’s independence.  
 
120. Judicial Appointments and Education. The current system for judicial appointments 
and reappointments lacks transparency and objectivity and thus does not guarantee that judges 
are appropriately qualified for their positions. There is scope to further improve judicial 
education to help judges not only to promote and improve their own independence, but also to 
contribute to the reform of the overall legal and regulatory framework.  
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121. Effectiveness of Courts. Uzbekistan’s court system is not yet as efficient or as effective 
as it needs to be to fulfill its crucial governance role. At least three specific tasks need to be 
carried out: (i) clarify and consolidate the entire body of law; (ii) decentralize and increase the 
transparency of decision-making, particularly regarding funding of courts and appointment of 
judges; and (iii) delineate more clearly the roles of the various agencies and levels of 
government involved in the judicial process. 
 

5. Civil Society 

122. The overall legal and policy framework for a potentially dynamic civil society has been in 
place for several years. However, enforcement of rules and application of policies has at best 
been uneven. Opposing political views are rarely tolerated, there is no effective party-based 
political competition, and the main print and broadcast media are in effect controlled by the 
government.  Although formal censorship was officially abolished in 2002, punitive libel and 
secrecy laws as well as onerous licensing and registration requirements constrain the media, 
with the result that most journalists practice a high degree of self-censorship.  
 
123. Although the total number of registered NGOs has increased substantially since the late 
1990s, there are very few genuinely independent NGOs. Partly because of new re-registration 
requirements and other recent procedures for accessing their own finances, the working 
environment for both domestic and international NGOs deteriorated significantly in 2005. It has 
become clear that the government accepts the involvement of genuine, independent NGOs only 
in those civil society activities that reinforce its own policy objectives. Alternative views and/or 
information are not welcomed and are sometimes suppressed. To realize the country’s civic and 
economic potential, these issues need to be addressed by broadening and deepening the 
liberalization process.  
 

6. Governance and Poverty 

124. Inter-Governmental Finance and Inter-regional Inequity. An efficient, effective and 
transparent public administration can help reduce poverty by facilitating economic growth and 
thus overall gross national income and by distributing their benefits more equitably. In 
Uzbekistan, the government’s significant involvement in the economy—including in commercial 
activities where the private sector has a comparative advantage—has retarded economic 
growth during recent years. Meanwhile, targeted, means-tested income transfers to the poor, 
i.e. a social safety net, are rare.  Limited private sector development reduces the opportunities 
for the poor to get better-paying jobs. Uzbekistan’s inter-governmental fiscal system has not 
reduced inter-regional economic inequity significantly and poverty may have been exacerbated 
by falling per capita public expenditures in economically less developed regions. 
 

7. Role of Partner Organizations 

125. Below is a summary of recent, ongoing or planned activities of the principal partner 
organizations in Uzbekistan 
 

(i) Public administration. EU-TACIS financed a three-year Public Administration 
Reform Technical Assistance Project, 1999-2002.  

(ii) Public finance.  The IMF and the US Treasury have each provided one long-
term adviser to assist the Ministry of Finance (MOF) in (a) implementing the 
budget and public finance reforms outlined in the 2000 Budget Law and 
(b) drafting the proposed Treasury Law planned for approval in 2005. The World 
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Bank is currently preparing a project to help finance the creation of the Treasury 
Department and a treasury system within the MOF, including staff development 
and training and the hardware and software. The French Ministry of Finance is 
also providing advice and training. 

(iii) Legal and regulatory framework. International Finance Corporation's Private 
Enterprise Partnership (IFC-PEP) has been active in three areas: (a) annual 
surveys of the enabling environment for SMEs (three undertaken so far); (b) 
drafting of improved leasing legislation, including for microfinance; and (c) 
drafting of improved laws and regulations for housing finance. It also plans to 
start work in corporate governance. The Japan International Cooperation Agency 
(JICA) completed a study in early 2005 of the legal and regulatory framework for 
entrepreneurship as well as for reducing and simplifying the involvement of 
government bodies in private sector development.  

(iv) Judiciary. USAID is financing a range of activities, including a student bar 
association network, training of paralegal professionals, education for advocates, 
a judicial reform program to train judges, dissemination of legal information, and 
a court administration program. Through its local government program, USAID is 
also providing technical assistance, training and grants to housing associations, 
NGOs, and local governments.  

(v) Civil Society. UNDP is providing assistance for capacity building of civil society 
groups. USAID also has a very active civil society program.  

 
126. Possible ADB follow up assistance in these areas would take into account the technical 
assistance already provided, underway or planned by numerous bilateral and multilateral 
sources, including especially the EU-TACIS in public administration (1999-2002); the IMF, US 
Treasury and World Bank in public finance (2001–to date); UNDP and USAID in legal and 
judicial reform (ongoing); and, the UN and several international NGOs in civil society (ongoing). 
 

 



114 Appendix 4 

 

CONCEPT PAPERS FOR LENDING PRODUCTS 
 

This appendix contains the concept papers for projected lending products. 
(i) Table A4.1: Land Improvement 
(ii) Table A4.2: Development of Market Infrastructure for Private Farms 
(iii) Table A4.3: Rural Renewable Energy Development 
(iv) Table A4.4: Energy Transparency and Efficiency Project 
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Table A4.1: Land Improvement 

Concept Paper 
 

Date: June 2004   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s):  
   Subsector(s):  

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subtheme{s}:  

• promoting economic efficiency and enabling markets; 
• fostring (physical) infrastructure development; 
• natural resources conservation. 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Agriculture, Environment, and Natural Resources Division, East and Central 
Asia Department 

   

5. Responsible ADB officer(s): Plamen Bozakov 
 

6. Description of assistance(s) 

 a. Background/linkage to country/regional strategy: Since 1991, the agriculture sector of Uzbekistan has 
suffered from a declining capacity to maintain its extensive and aging irrigation system. From a peak 
irrigation coverage of 4.5 million hectares (ha) in the 1980s, irrigated land has declined to about 3.7 million 
ha. The fall has been attributed to declining state and farm resources to maintain and operate the irrigation 
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and drainage networks. This in turn was a result of the ending of access to capital resources (e.g., pumps, 
pipes, spare parts, etc.) previously provided under the barter system of the Soviet Union; and redistributing 
revenues from agriculture to other sectors (e.g. industry and infrastructure), made possible by an 
institutional and policy framework in which the Government controls the production and marketing of the two 
main crops --cotton and wheat. Irrigated areas, particularly those brought under irrigation in the period 
1960–1980, have suffered from declining land quality and land degradation.  

  Over application of irrigation water and failing drainage systems have resulted in rising water tables and 
increasing soil salinity, the main reasons for land degradation. In 2002, waterlogging and soil salinity 
affected some 46% of the country’s irrigated area. The areas most affected by land degradation are located 
in Kashkadarya Navoi and Bukhara provinces of the country. Farms in these areas increasingly suffer from 
water shortages in late summer (July–September) and uneven water application because of failures in the 
irrigation networks. Water shortages, high water tables, and soil salinity have diminished crop yields, 
contaminated the domestic water supply, and led to environmental degradation. Urgent and cost-effective 
investments are needed to mitigate these adverse impacts and to build the capacity of the agriculture sector 
to address this problem over the medium and long term. 

 ADB's country operational strategy for Uzbekistan and the country strategy and program updates have 
emphasized the need for policy and investment interventions in the agriculture and water sectors to increase 
productivity and income of the rural population, and to generate employment. The objectives of the 
proposed Land Improvement Project, increasing farm incomes through increased land quality and 
productivity, are in line with CSP. 

 
 b. Goal and purpose: The project goal is to improve rural living standards in selected areas. The project 

purposes are to increase crop yields and farm incomes and mitigate adverse impacts on rural communities 
of the deteriorating soil and water conditions. 

 
 c. Components and outputs: The proposed project will (i) introduce cost-effective technologies (alternative 

crops and on-farm soil and water management practices) that mitigate the adverse impacts of soil salinity on 
farm productivity; and (ii) introduce the investment needed to arrest the deterioration of farmland in selected 
areas. 

 
 d. Rationale and purpose of ADF grant financing: The project benefits have been estimated during the 

project preparatory technical assistance in 2005. 
 
 e. Expected results and deliverables:  The project is expected to generate positive environmental and social 

impacts through improvements to the soil and water quality of the marginal farming lands. 
 
 f. Social or environmental issues or concerns: Not applicable. 
 
 g. Plans for disseminating results/deliverables:   
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
 

7. Proposed executing/implementing agency or agencies: Ministry of Agriculture and Water Resources 
(MAWR) 

 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
 Farmer-beneficiaries, local communities, research institutions, and local governments will be involved through 

focus group discussions and general consultations in the design of the project interventions. Beneficiary profiles 
will be developed through rapid rural assessment and household surveys. 
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9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2003 

 b. Expected date of submission for approval 
   Lending: 2006 
   Nonlending (project preparatory): 2005 
   Nonlending (other than project preparatory):   

  c. Period and duration of assistance 
   Lending: 2006–2011 
   Nonlending:  
   
 

10. Financing  

 a. For lending 
   Ordinary capital resources: $35.0 million 
   Asian Development Fund (loan): $25.0 million 
   Asian Development Fund (grant):  
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
 

Source                                                  Amount ($ million) 
ADB Financing 60.0 
Government Financing 
Other Financing 
     Total Cost 60.0 
 Source: ADB estimates. 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds 
   Other:  

ADB = Asian Development Bank, CSP = country strategy and program, MAWR = Ministry of Agriculture and Water 
Resources, RCSP = regional cooperation strategy and program, TA = technical assistance. 
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Table A4.2: Development of Market Infrastructure for Private Farms 

Concept Paper 
 

Date: 30 July 2004   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s):  
   Subsector(s):  

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subthemes:  

• promoting economic efficiency and enabling markets; 
• catalyzing private sector investment;  
• private-public partnerships (PPP) 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Agriculture, Environment, and Natural Resources Division, East and Central 
Asia Department 

 

5. Responsible ADB officer(s): Akmal Siddiq 
 

6. Description of assistance(s) 

 a. Background/linkage to country/regional strategy: Over 50% of the country’s 25.6 million people live in 
rural areas. Agriculture accounts for about 28% of GDP, 44% of employment, and 60% of export revenues. 
Poverty incidence in the country is about 26% and over 70% of the poor live in the rural areas. The 
Government’s development strategy targets poverty reduction and GDP growth. ADB’s CSP aims to assist 
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the Government in this endeavor by supporting environmentally sustainable rural development through 
market-oriented policies leading to increased agricultural productivity and private sector development. 
Because of the strategic roles cotton and wheat play in generating public revenues and in ensuring self-
sufficiency in food, the Government is heavily involved in the upstream and downstream value chains for 
these crops. While, to a large extent, horticulture and livestock subsectors are allowed to function in the 
free-market economy. To further strengthen this policy, the Presidential Decree and resolution were issued 
in January 2006. This policy and regulatory framework now provides clear guidelines and a roadmap to 
privatize the fruit and vegetable cooperative forms (Shirkats) and allow them and the existing private farms 
to prosper under the free-market economy. 

 
 The Government provides limited research and extension services for the agricultural sector.  Inputs are 

usually available at reasonable prices. The output is sold either directly through local markets as fresh 
produce or to small private enterprises specializing in fruit and vegetables, meat, wool, and leather 
processing. But the processing facilities are poor and limited. Therefore, the current situation presents a 
significant scope to attract private investment to improve the market infrastructure that includes input supply 
systems and output markets; packaging and (cold) storage facilities; transport, including refrigerated trucks; 
processing plants; and post-harvest handling facilities. Similarly, the efficient provision of public goods, i.e., 
research and development; and a technical advisory and marketing information service, are also critical to 
the success of farms and processing small and medium enterprises. 

  To help the Government support this transition in the agriculture sector,  the project preparatory TA will help 
Uzbekistan develop an investment project that will improve the productivity of private farms, and help the 
country address persistent market constraints. 

 
 b. Goal and purpose: The overall goal of the project is to improve the farm productivity and income on a 

sustained basis. The purpose of the project preparatory TA is to prepare an investment project, suitable for 
ADB financing, which will improve market infrastructure for private farms by (i) improving the farm 
productivity; (ii) strengthen the related marketing infrastructure and trade; (iii) support the nascent private  
processing industry; and (iv) strengthen the capacity of research, development, extension institutions.  

 
 c. Components and outputs: Components of the project may include: (i) technical advisory service for 

farmers, traders, and processors; (ii) infrastructure development for storage, transportation, and processing, 
(iii) capacity building; and (iv) project implementation. 

 
 d. Rationale and purpose of ADF grant financing: (i) technical advisory service, (ii) regional wholesale 

markets, (iii) processing and storage facilities, and (iv) capacity building. 
 
 e. Expected results and deliverables:  None. 
 
 f. Social or environmental issues or concerns: Knowledge sharing and dissemination through training of 

private-sector farms, trading companies, and processing units 
 
 

7. Proposed executing/implementing agency or agencies: Ministry of Agriculture and Water Resources 
(MAWR)  

 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
 Policy dialogue and country consultation meetings with Cabinet of Ministers and Ministry of Agriculture and 

Water Resources. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004 

 b. Expected date of submission for approval 
   Lending: 2006 
   Nonlending (project preparatory): 2005 
   Nonlending (other than project preparatory):  

 c. Period and duration of assistance 
   Lending: 2007—2011 
   Nonlending: 2005 
 



120 Appendix 4 

 

 
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $30.0 million 
   Asian Development Fund (loan):  
   Asian Development Fund (grant):  
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
 

Source                                                  Amount ($ million) 
ADB Financing 30.0 
Government Financing TBD 
Other Financing 0.0 
     Total Cost TBD 
 Source: ADB estimates. 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds: $600,000 
   Other: $250,000 (Government financing)  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
 

Source                                                   Amount ($) 
ADB Financing 600,000 
Government Financing 250,000 
Other Financing 0 
     Total Cost 850,000 
 Source: ADB estimates. 

ADB = Asian Development Bank, CSP = country strategy and program, GDP = gross domestic product, MAWR = 
Ministry of Agriculture and Water Resources, RCSP = regional cooperation strategy and program, TA = technical 
assistance, TBD = to be determined. 
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Table A4.3: Rural Renewable Energy Project 

Concept Paper 
 

Date: September 2005   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other 
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Energy 
   Subsector(s): Hydropower generation 

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 

 c. Key thematic areas  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subthemes: Fostering physical infrastructure development and, cleaner production and control of industrial 
pollution.  

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Energy Division, East and Central Asia Department 
   

5. Responsible ADB officer: Ashok Bhargava 
 

6. Description of assistance(s) 

a. Background/linkage to country/regional strategy: Agriculture is one of the key economic activities in 
Uzbekistan, contributing almost 29% of the gross domestic product (GDP). The agriculture is dependent on 
irrigation. The agriculture sector is a major consumer of electricity, consuming about 30% of the total electricity 
production of 50,000 giga watt hour (GWh), about 50% is used for pumping. The electricity supply in rural areas, 
where 62% of the population resides, is of poor quality and unreliable. This affects the operation of irrigation 
system, cultivation and agricultural processing. It is estimated that about 30% of vegetable and fruit crops is 
wasted due to lack of storage and processing facilities. Unreliable electricity supply also shifts attention to 
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alternate diesel power that is polluting. According to the ongoing advisory technical assistance (TA), small 
hydropower (SHP) development on existing irrigation dams and canals is a least cost option for providing reliable 
supply to rural households and agricultural pumps that would promote economic development in rural areas.  
 
SHP development is an investment priority of the Government as reflected in the 1995 State Program of Small 
Hydropower Development, which recognizes the twin use of water (for power generation and irrigation) as an 
important element of sustainable development. Asian Development Bank (ADB) country strategy in energy 
sector focuses on development of renewable energy resources to provide direct benefits to rural poor. The 
proposed project will synergize ongoing intervention in the agriculture sector, where farms privatization is 
expected by 2007. Improved irrigation and more reliable rural electricity supply will enhance farmers’ crop 
production and income generating capacity thus contributing to the success of the ongoing policy reform 
process.      
 
The ongoing advisory TA has made an in-depth assessment of the renewable energy (RE) resource potential 
and cost-effective options for their development. It concluded that the SHP plants on existing irrigation canals 
and reservoirs are the most cost-effective and technically developed RE options available to most of the regions 
in the country. It identified 20 potential SHP sites in Samarkand and Fergana regions taking into account the 
deficit of power supply and number of irrigation pumps installed in these regions. It short-listed 7 priority SHP 
subprojects and undertook a pre-feasibility evaluation; all 7 sites were found to be techno-economically feasible 
with substantial economic, social and environmental benefits. Based on the detailed discussions with the 
relevant agencies and ministries in the Government, first 5 ranked SHP subprojects were recommended for ADB 
financing. To prepare the project as per the ADB and the Government requirements, a project preparatory 
technical assistance (PPTA) is deemed necessary for strengthening the technical, economic, environmental and 
social analysis.  
 
b. Goal and purpose:  Economic development of rural areas through provision of reliable and environmentally 
clean energy.   

 
c. Components and outputs: The Project will include development of 5 small hydropower subprojects for a 
total of 36 megawatt (MW) capacity; annual electricity generation of 150 GWh in rural areas. The project will also 
include institutional strengthening of the Executing Agency (EA) and the Implementing Agency (IA) to enhance 
their technical and financial management capabilities to implement similar other projects in the country.  Under 
the PPTA, the consultant will (i) review, optimize and upgrade the feasibility report; (ii) verify that the proposed 
project is a least-cost option for improving the rural electricity supply in project area; (iii) prepare outline bid 
documents for procurement of plant and equipment; (iv) identify potential for carbon emission reduction under 
Clean Development Mechanism (CDM) and other incentives available under Global Environment Fund (GEF); 
(v) examine policy issues that will accelerate and streamline SHP development; and (vi) prepare a project loan 
proposal for ADB consideration, including the necessary documents under the safeguard policy.  

 
d. Expected results and deliverables:  The PPTA will provide agreed project design, feasibility study, and 
implementation arrangements for the loan project. The PPTA will also provide the design and monitoring 
framework for the ensuing project, monitoring indicators for development impacts, and baseline data. The project 
loan will develop 5 small hydropower plants on existing irrigation infrastructure that will annually generate about 
150 GWh of clean and renewable energy in rural areas; will enhance capacity of the project implementing and 
executing agencies to plan, design, implement and operate similar small hydropower plants in the country.   

 
e. Social or environmental issues or concerns: The Project will mainly utilize existing irrigation dams and 
reservoirs and so have no adverse social or environmental impacts. Instead, there will be substantial positive 
environmental impacts. 

 
 f. Plans for disseminating results/deliverables: To be developed during project preparation. 
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
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7. Proposed executing/implementing agency or agencies: Ministry of Agriculture and Water Resources 
(MAWR) = EA; Uzsuvenergo (under MAWR) = IA.  

 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The project concept, scope and implementation arrangement has been finalized in close consultation with all key 
stakeholders–MAWR, Ministry of Economics (MOE), Ministry of Finance (MOF), Uzbekenergo.  

During the initial stages of PPTA implementation, consultation workshops will be held with project beneficiaries at 
each of the subproject sites to seek their comments to strengthen the Project design. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005 

 b. Expected date of submission for approval 
   Lending: 2006 Firm 
   Nonlending (project preparatory): 2005 Firm 
   Nonlending (other than project preparatory):  
    

 c. Period and duration of assistance 
   Lending:  2006 – 2009  
   Nonlending: December 2005–June 2006   

 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $20 million 
   Asian Development Fund  
   Asian Development Fund (grant)  
   Other 

If cofinancing is required, indicate amount and sources sought: 
 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds:  
   Other: $300,000, from Finnish TA Grant Fund.  

If cofinancing is required, indicate amount and sources sought:  

ADB = Asian Development Bank, ADF = Asian Development Fund, CDM = clean development mechanism, CSP = 
country strategy and program, EA = executing agency, GEF = Global Environment Facility, GDP = gross domestic 
product, GWh = giga watt-hour, IA = implementing agency, MAWR = Ministry of Agriculture and Water Resources, 
MOE = Ministry of Energy, MOF = Ministry of Finance, MW = megawatt, PPTA = project preparatory technical 
assistance, RCSP = regional cooperation strategy and program, RE = renewable energy, SHP = small hydropower, 
TA = technical assistance.  
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Table A4.4: Energy Transparency and Efficiency Project 

Concept Paper 
 

Date: 16 November 2005   
 
1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other: 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Energy 
   Subsector: Energy Sector Development 

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 c. Key thematic areas 
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subtheme{s}:  Financial and Economic Governance, Anticorruption. 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Energy Division, East and Central Asia Department 
   

5. Responsible ADB officer(s): Bayanjargal Byambasaikhan 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: Kazakhstan, Kyrgyz, Tajikistan, and Uzbekistan 
possess vital and complementary energy resources. They have tremendous power, oil and gas export potential and a 
shared Soviet-era power and gas grid to exploit.  However, energy trading relations have collapsed in the post-Soviet 
era.  Uzbekistan will play a vital role in any regional energy trade to reemerge, as key portions of the power 
transmission system run through Uzbekistan (for topographical reasons), and Uzbekistan gas is crucial to meeting 
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winter energy demand in the region in an environmentally feasible fashion.  ADB attempts to reinvigorate regional 
energy trade began with the Power Transmission Modernization Project,1 involving loans to Uzbekistan and 
Tajikistan coupled with a power trade regional agreement (PTRA) granting open access to the transmission system.  
Uzbekistan was unwilling to sign the PTRA, and its loan was terminated.  The reasons for this cancellation must be 
reflected in all ADB interventions in the regional energy sector.2 
 
Whereas the sourcing of energy under Soviet rule was directed by Moscow, coordination between independent 
energy utilities is now required.  This requires utilities to have appropriate incentives to take energy from the 
cheapest source.  A highly destructive combination of inappropriate industry structures (in Tajikistan and Uzbekistan, 
energy transmission services are bundled with generation and distribution) and extremely limited transparency of 
sector operations, ensures that transmission companies' incentives are aligned with those of domestic power 
generators, gas producers, and distribution company officials, rather than with those of the consumers.  This has 
several undesirable consequences. 
 

(i) Energy "losses" are extremely high, reflecting rampant rent-seeking behavior.  This is bankrupting 
utilities and disrupting sector cash flow, inhibiting trade between illiquid firms. 

(ii) Insolvent power utilities, especially Uzbekistan, rely on highly subsidized feedstock, resulting in 
serious underestimations of the cost-advantages of imported power.  Energy is therefore imported 
by countries only when they run out of domestic capacity, rather than to exploit obvious regional 
and seasonal cost differentials. 

(iii) Because non-transparent energy industries are significant sources of patronage, transmission 
companies have strong incentives to take power from domestic suppliers rather than foreign 
suppliers. 

(iv) "Lost" energy is being used at zero prices, resulting in high waste. Uzbekistan's economy is 
probably the most energy intensive in the world.3  Gas export prices will rise significantly in the 
future, so failure to conserve non-renewable fuel is extremely expensive. 

(v) Because trade between firms or countries will require better metering of energy flows, it will 
continue to be strongly opposed by those currently extracting rents. 

(vi) Anemic cash flows are preventing the mobilization of private investment in much-needed 
infrastructure. 

(vii) Porous financial management means that public investment funds are highly fungible with 
economic rents, curtailing the possible benefits of large investments in infrastructure rehabilitation: 
e.g. officials in the region, including Uzbekistan, have indicated that commercial "losses" in the 
power sector are being written off as transmission losses, in order to secure funds, ostensibly 
required for technical loss reduction. 

(viii) Missing investment budgets are leading to reduced service quality.4  
 
To help tackle each of these problems, improvements in the transparency of energy sector operations and resource 
utilization, and the consequent ability to hold energy transmission companies independently accountable, has been 
identified as the top priority in securing regional cooperation in energy.  The Central Asia Regional Economic 
Cooperation (CAREC) regional cooperation strategy and program (RCSPU) highlighted internal transparency 
initiatives as a key first step to obtaining regional integration in energy.5  The domestic benefits would be even more 
immediate. 
 
 b. Goal and purpose: The goal of this Project is to improve the transparency of energy sector operations in 
Uzbekistan, in order to: 

(i) make the benefits of regional cooperation apparent by revealing economic prices, 
(ii) increase the independence of transmission companies, which will stimulate trade in the long run, 
(iii) increase the managerial accountability of energy subsidiaries, and  
(iv) permit the locations and nature of energy losses to be identified so they may be dealt with. 

 

                                                 
1  ADB. 2002. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the 

Republic of Tajikistan and the Republic of Uzbekistan for Regional Power Transmission Modernization Project. 
Manila. 

2 For a detailed analysis of the following arguments: ADB. 2005.  Electricity Sectors in CAREC Countries: A 
Diagnostic Review of Regulatory Approaches and Challenges.  See especially chapter 11. 

3  International Energy Agency. 2005. Key World Energy Statistics.  Section 8.  See data on Total Primary Energy 
Supply (TPES) per unit GDP (PPP adjusted). 

4  Uzbekistan firms surveyed for World Bank's Investment Climate Survey report that they lose 4.8% of the value of 
sales to power outages, which last around 22 days per year. 

5  Paragraph 22. 
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 c. Components and outputs: The Project involves upgrading bulk energy metering and end-user metering 
arrangements for electricity and gas supplies.  The loan agreement will identify which data must be measured and 
publicly disclosed in order to achieve the requisite transparency and accountability improvements, as well as the 
arrangements for disclosure. It will specify the frequency, publication medium, timeframe, and the disclosing and 
certifying agencies.  The World Bank is preparing a project for end-user metering, so project preparation and 
dialogue related to transparency will be carried out jointly. 
 
 d. Expected results and deliverables:  Improved transparency in energy sector and alignment of incentives 
for the power and gas companies to promote regional trade. 
 
 e. Social or environmental issues or concerns: Meters will be installed and upgraded in existing premises 
so no environmental or social impacts are foreseen. 
 
 f. Plans for disseminating results/deliverables:   
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
 
 

7. Proposed executing/implementing agency or agencies: UzbekEnergo 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The Ministry of Economy and the Ministry of Finance pointed to the urgency of improving transparency of power 
sector subsidiaries and reducing losses.  These discussions took place in 2005 when the diagnostic review of 
regulatory approaches (footnote 2) was being prepared. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006 

 b. Expected date of submission for approval 
Lending: December 2006 – Originally part of the Energy Efficiency and Renewable Energy Project for $30 
million. 
Nonlending (project preparatory):  
Nonlending (other than project preparatory):    

 c. Period and duration of assistance{s} 
   Lending: 2007-2009 
   Nonlending:   

10. Financing Plan 

 a. For lending 
   Ordinary capital resources: $10 million 
   Asian Development Fund (loan): $ 
   Asian Development Fund (grant): $ 
   Other: $ 

If cofinancing is required, indicate amount and sources sought: $30 million, from World Bank. 

ADB = Asian Development Bank, ADF = Asian Development Fund, CAREC = Central Asia Regional Economic 
Cooperation, CSP = country strategy and program, PTRA = power trade regional agreement, RCSP = regional 
cooperation strategy and program, TA = technical assistance, TBD = to be determined. 
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CONCEPT PAPERS FOR NONLENDING PRODUCTS AND SERVICES 
 

This appendix contains the concept papers for projected nonlending products. 
 

(i) Table A5.1: Implementation and Monitoring of Policy Reforms in Agriculture 
Sector 

(ii) Table A5.2: Rural Basic Education 
(iii) Table A5.3: Governance and Institutional Support for Private Sector              

Development TA Cluster 
(iv) Table A5.4: Regional Infrastructure (Roads) 

 (v) Table A5.5: Third Rural Water Supply Sector Project 
(vi) Table A5.6: TA Cluster for Accelerating Rural Development in Uzbekistan 
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Table A5.1:  Implementation and Monitoring of Policy Reforms in Agriculture Sector 

Concept Paper 
 
Date: 19 October 2005   

1. Type/modality of assistance  
  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: Support to policy reforms in agriculture sector 

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Agriculture 
   Subsectors: Irrigation and Drainage, Environment and Biodiversity.   

 b. For project preparatory and lending, classification  
   Core poverty intervention 
   Poverty intervention 

 c. Key thematic area(s)  
   Economic growth  Human development 
   Gender and development  Good governance 
   Environmental protection  Private sector development 
   Regional cooperation  Social protection 
   Other:  

  Subsector: Natural Resources Management 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Agriculture, Environment, and Natural Resources Division, East and Central 
Asia Department 

5. Responsible ADB officer(s): Plamen Z. Bozakov 

6. Description of assistance(s) 

a.  Background/linkage to country/regional strategy: Agricultural development remains a high priority of the 
Government. Current agricultural policy aims at: (i) maximizing export revenues from agriculture (mainly from cotton) 
and (ii) achieving food security and self-sufficiency in wheat production. 
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Decades of strict state control over agricultural activities have led to serious environmental problems, as high 
mandatory production targets restricted independent farm management decisions, limited crop rotation, and forced 
farmers to overuse water, fertilizers, and chemicals. As a result, land and water resources have been depleted and 
land is being rapidly degraded. The impact on the agriculture sector is substantial—annual crop production losses 
from land degradation are estimated at $31 million, and the economic value of land abandoned due to high salinity is 
estimated at $12 million. The most adverse impacts of land degradation are experienced in Bukhara, Kashkadarya, 
and Navoi provinces. 

During the implementation of ongoing Asian Development Bank (ADB) financed projects, a number of constraints 
have been identified: (i) lack of common understanding and approach to policy reforms; (ii) absence of reform review 
and evaluation measures; (iii) lack of a comprehensive monitoring and evaluation mechanism; and (iv) limited 
awareness of key stakeholders regarding implications of reforms. It is proposed to address these issues through the 
proposed technical assistance (TA) project. 

b.   Impact and Outcome: The proposed TA presents an opportunity to facilitate the implementation of the reform 
package agreed under the Land Improvement Project (LIP), raise the awareness of local government and rural 
communities regarding the implemented reforms, monitor their impacts on Government revenues and expenditures 
and on rural livelihood and poverty in a transparent and participatory manner, and propose measures for improving 
reform effectiveness. The impact of the TA would be reduction in poverty in LIP area, as a result of the design and 
implementation of reforms aimed at poverty reduction, and widely disseminated and shared knowledge of the 
process and progress of reforms beyond LIP stakeholders. The outcomes, resulting from public, documented 
participatory processes and dialogue between households, private sector businesses, and various levels of the 
government, will include nationally and locally endorsed and implementable elements of the land tenure reform 
program including registration of land titles to individual farm households, an input/product market liberalization 
program, including phased quota reductions, and a policy reform - poverty impact review process that provides 
evidence of policy reform implementation and change. 
 
c. Components and Outputs: The outputs of the TA would be: (i) clearly defined and nationally and locally 
endorsed reform measures that are consistent with the agreed principles and goals of the sector reform, and 
translated into an implementable and monitorable program, (ii) objective, transparent and participatory monitoring of 
reform progress and results by stakeholders; and (iii) impact assessment of reforms that can be replicated into wider 
geographical context within Uzbekistan and other Central Asian countries. The TA will have three components.  

(1) Analysis, and Design of Reform Measures, and Dialogue with Key Stakeholders and International Donor 
Community The main tasks will include: (i) clearly designed methods to measure progress of quota reduction at 
district and farm levels; (ii) design of measures to improve existing land use contracts in the project area, and their 
use as collateral, and design of a program for registration of these contract; and (iii) assessment of the liberalization 
of marketing of agricultural products. Following the initial review and analysis, the TA will establish an open and 
participatory forum, involving Government at national, provincial and district level, farmers, and civil society, to 
regularly review and assess the progress and impacts of reforms. A dialogue with various bilateral and multilateral 
agencies (including the World Bank, International Monetary Fund (IMF), European Bank for Reconstruction and 
Development (EBRD), and Department for International Development of the United Kingdom [DFID]) will be initiated 
to assure a coordinated approach toward agriculture sector reforms and poverty reduction. This will be followed by a 
joint assessment of: (i) costs and benefits associated with each policy reform to key stakeholders (national, local, and 
farmers’ communities); (ii) anticipated impact on the rural poor; and (iii) preparation of a timetable and monitorable 
indicators for prioritized implementation.  

(2) Implementation of Agreed Policy Reform Agenda. Assistance will be provided to the Government to 
implement the agreed policy reform agenda on a sustainable basis through stakeholder consultations, at all levels, 
particularly including poorer farmers and women. Great emphasis will be placed on consultation at the farm and local 
government levels. Support to the Government will be provided to identify the strengths and weaknesses of the 
institutions and agencies that will be implementing these policy reforms. Assistance will be provided for capacity 
building of implementing agencies to ensure a common interpretation of the policy reforms. The TA will also support 
the Government to draw up legislation for land registration, regulations and programs to assure that the reforms that 
will have immediate impact on farm incomes and poverty can be effectively implemented.  

(3)  Monitoring the Impact of Reforms, Stakeholder Dialogue, and Information Dissemination. The following 
tasks will be carried out to assess the impact of the project and policy reforms on farm incomes and poverty 
alleviation: (i) monitoring and evaluation of the impact of policy reforms on poverty through consultation with key 
stakeholders, civil society, and elected representatives; (ii) initial monitoring of  the implementation of policy reforms, 
to the agreed timetable, and their impact on Government revenues and subsidies on farm profitability, and poverty 
reduction; and (iii)  identifying ways of taking over monitoring process by selected nongovernment organizations 
(NGOs) or other independent agencies after completion of the TA. In particular the TA will monitor (i) progress in the 
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termination of the involvement of local authorities in farm operations, management and marketing; (ii) registration of 
land use rights; and (iii) combined impact of the reforms on rural incomes. The TA will also design and carry out 
policy awareness campaigns, national/district workshops with emphasis on legal, financial, and gender aspects, and 
preparation of information dissemination materials.  

TA Implementation: The proposed TA will be implemented over a period of 24 months, from May 2006 to April 
2008. Implementation of component 1 will begin in May 2006, prior to loan effectiveness, to assess the status of 
reforms, required actions, and to initiate policy discussions and consensus building. Components 2 and 3 will be 
implemented after the loan becomes effective (tentatively in October 2006). Component 3 – "Monitoring the Impact of 
Reforms, Stakeholder Dialogue, and Information Dissemination" will be completed after the cut-off date of December 
2007. Therefore, this component will be financed by the ADB technical assistance funding program. 

7. Proposed executing agency: Agriculture Complex Department of the Cabinet of Ministers    

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance: 
The proposed TA concept was discussed with the Government and other stakeholders during the loan pre-fact 
finding mission in June 2005, recorded in the pre-fact finding mission Memorandum of Understanding (MOU) (July 
2005), and agreed in principle. It is aligned with the key recommendations of two major sector studies completed in 
2005  “Agriculture Sector Review and Planning”, and the World Bank’s “Cotton Taxation Note“. Further discussions 
with the Government and farmers regarding the TA implementation arrangements and refining the TA scope are 
planned in January 2006, to ensure strong national and local Government and beneficiary involvement in the design 
and implementation of the TA.    

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, RCSP, RCSP update, or interregional work plan: CSP 2006-2010 

 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory): February 2006 
 c. Period and duration of assistance 
   Lending:  
   Nonlending: 24 months 
   

10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 

 a. For lending 
   Ordinary capital resources:  
   Asian Development Fund:  
   Other:   

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   ADB Grant TA funds: $200,000 
   Other: Poverty Reduction Fund (PRF): $600,000 

ADB = Asian Development Bank, CSP = country strategy and program, DFID = Department for International 
Development of the United Kingdom, EBRD = European Bank for Reconstruction and Development, IMF = 
International Monetary Fund, LIP = Land Improvement Project, MOU = Memorandum of Understanding, NGO = 
nongovernment organization, PRF = Poverty Reduction Fund, RCSP = regional cooperation strategy and program, 
TA = technical assistance. 
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Table A5.2: Rural Basic Education 

Concept Paper 
 

Date: 27 October 2005   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: advisory activity 

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Education 
   Subsector(s): Basic Education  

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 c. Key thematic areas  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 

  Subthemes: Public governance, institutional development 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

 
4.  Responsible division/department: Social Sectors Division, East and Central Asia Department   
 

 
5. Responsible ADB officer: Lan Wu  
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: As the lead agency in the education sector, Asian 
Development Bank's (ADB) cooperation with the Government has been guided by a comprehensive policy framework 
under the Education Sector Development Program, with several investment projects addressing specific issues in 
basic education. Recent sector work by ADB and the World Bank has highlighted the significant regional differences 
in schools’ access to resources and the widely acknowledged perception of similar variations in equality of basic 
education across regions. In general, schools in rural and remote areas are at the lower end of the funding and 
quality spectrum. In addition, vulnerable children, including those with disabilities, have a greater need for resources 
and education enhancement. The Government’s National Program for Basic Education Development plans to 
improve this bias significantly over the next 5 years. Improving education of vulnerable and disabled children is also a 
priority. ADB support for improving rural basic education including education for vulnerable children is consistent with 
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the Government’s priorities in education reform and development, and is part of ADB’s strategic thrust of integrated 
rural development in the newly formulated country strategy and program for Uzbekistan.   
 
  b. Goal and Purpose:  The goal is to contribute to improved access, relevance and quality of basic education. 
The purpose is improved access, relevance and quality of basic education in rural and remote areas, with a focus on 
poor and vulnerable children.  
  
 c. Components and outputs: The technical assistance (TA) will help the Government prepare an investment 
project focusing on improving basic education in rural and remote areas, including vulnerable children. TA outputs 
will be a feasibility study for such a project suitable for ADB financing.  
  
 d. Rationale and purpose of ADF grant financing: Not applicable 
 
 e. Expected results and deliverables:  The TA will follow a participatory approach to fully incorporate inputs 
from the Government and other major shareholders, including students, parents, teachers, local education and other 
administrative bodies. The makhallas, nongovernment organizations (NGOs) and donors will also be consulted. 
Deliverables include: (i) reports from inception to final report, including technical notes and policy analysis; (ii) 
workshops at central and local levels; and (iii) interviews and consultation at central, local, and school levels.  
  
 f. Social or environmental issues or concerns:  A focus of the TA is on improving access, relevance and 
quality education for those of the very poor, and other vulnerable children including those with disabilities. No 
environmental concerns are anticipated. 
  
Plans for disseminating results/deliverables:   
 
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify)  In-country workshops, public media 
 
 

7. Proposed executing/implementing agency or agencies: The Ministry of Public Education will be the 
Executing Agency. A team of international and domestic consultants will be hired by ADB to assist in the execution of 
the project. 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
Regular consultations including those during country strategy and program (CSP) formulation with Cabinet of 
Ministers, Ministry of Education, Ministry of Finance, regional and district education departments, school visits, and 
interviews with students, parents and teachers in selected areas of the country.  

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: CSP 2006-2010 

 b. Expected date of submission for approval 
   Lending:  Third Quarter, 2007 
   Nonlending (project preparatory):    Third Quarter 2006 
   Nonlending (other than project preparatory):  

 c. Period and duration of assistance 
   Lending:  2008–2013 
   Nonlending: 2006–2007 
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10. Financing Plan  

a. For lending 
   Ordinary capital resources:  
   Asian Development Fund (loan):   $30.0 million 
   Asian Development Fund (grant):  
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________.  N/A 
 

Source                                                  Amount ($ million) 
ADB Financing   30.0 
Government Financing  13.0 
Other Financing 
     Total Cost   43.0 
 Source:  

 b. For nonlending   
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds: 
   Other:  

If cofinancing is required, indicate amount and sources sought:    N/A  
 

Source                                                   Amount ($) 
ADB Financing                                        400,000 
Government Financing                            100,000 
Other Financing 
     Total Cost                                          500,000 

 Source: ADB estimates 
ADB = Asian Development Bank, ADF = Asian Development Fund, CSP = country strategy and program, N/A = not 
applicable, NGO = nongovernment organization, RCSP = regional cooperation strategy and program, TA = technical 
assistance. 
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Table A5.3: Governance and Institutional Support  

for Private Sector Development TA Cluster 
Concept Paper 

 
Date: November 2005   
 

1. Type/modality of assistance  
  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  

2. Assistance focus 
 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Multi-sector 
   Subsectors:  Law, economic management and public policy; finance, industry and trade 
 b. Targeting classification  
   Targeted intervention 
   General intervention 

 
 c. Key thematic areas  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   
  Subtheme{s}:  

3. Coverage  
  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Governance, Finance, and Trade Division, East and Central Asia 
Department 

5. Responsible ADB officer: Jurgen Conrad 

6. Description of assistance(s) 

a. Background/linkage to country/regional strategy: Improving public sector capacity for pro- private sector 
reforms is a key strategic priority of this country strategy and program (CSP). The Interim Welfare Improvement 
Strategy Paper (I-WISP) recognized the importance of private sector development for sustaining higher growth. The 
Government has adopted a number of measures over the past few years to promote private sector growth, 
particularly of small and medium-sized enterprises. The steps taken to date are in the right direction but are not 
sufficient. Recent business environment surveys have found that that investment in fixed assets has dropped in 
recent years and there is increasing informalization of business activities. Major issues include the quality of the 
regulatory environment, significant entry and exit barriers restricting competition, and slow progress in enterprise 
restructuring and privatization of medium-sized and large firms.   
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With regard to the quality of the regulatory environment, the country governance assessment noted that (i) regulatory 
barriers remain high and regulatory measures have negatively affected smaller firms, (ii) trade and production 
associations continue to play many of their pre-transition roles, combining the role of owner with that of regulator; (iii) 
Government controls on banks have forced enterprises into the informal sector; and (iv) the Government has 
attempted to resolve over-regulation by imposing further regulations. There is a lack of an effective competition policy 
framework that focuses on anti-competitive behavior and diminishes opportunities for rent-seeking. Institutional 
capacity for analyzing market structure and enterprise conduct and performance is weak. The competitiveness of 
enterprises in Uzbekistan is also hampered by limited progress on restructuring and privatization of enterprises. 
Official data make it difficult to determine the true extent of privatization, as corporatized enterprises that are still 
100% state-owned, but where shares are technically available for purchase, can officially be called “privatized” 
enterprises. An IMF report noted that wholly or partially state-owned enterprises continue to dominate most sectors of 
the economy.  

 
 b. Goal and purpose: The technical assistance (TA) cluster’s goal will enhance public sector capacity for pro-
private sector reforms. Specifically, it will strengthen institutional capacity for carrying the business environment 
reform agenda forward by (i) building an effective regulatory management system; (ii) focusing on specific aspects of 
the business environment affecting competition, including redesigning the competition policy framework and helping 
the authorities to refine industrial policy so that it does not adversely affect competition or increase the regulatory 
burden; and (iii) helping the government to strengthen the institutional framework for privatization for making it more 
transparent and accountable.  
 
 c. Components and outputs: The TA cluster consists of the following.  
 
Business Regulatory Management System. This will aim to institutionalize a system to assess the impact of 
existing and proposed regulations on private sector enterprises using regulatory impact analysis and other tools. It 
will include capacity building for planning, implementing, monitoring and evaluating regulatory reforms. 
 
Competition policy and industrial policy framework. Building on the TA for Institutional Strengthening of the State 
Committee on Demonopolization and Competition Development, progress in competition policy will be reviewed. The 
aim will be to strengthen the institutional capacity to monitor market conduct and performance, and to help improve 
industrial policy design and implementation with a view to promoting market competition.   
 
Privatization Support. The Government will be supported to review progress in the legal and regulatory framework 
for enterprise restructuring and privatization, to review the current  privatization process from the perspective of 
checks and balances as well as transparency, and to put in place systems and procedures based on international 
best practices. With regard to financial sector privatization, the ongoing Financial Sector Infrastructure Development 
TA project is expected to make an assessment of the prospects for progress in privatizing state-owned commercial 
banks.   
 
 d. Rationale and purpose of ADF grant financing : Not applicable 
 
 e. Expected results and deliverables:  
 
Business Regulatory Management System. Streamlined business regulatory management system: (i) 
establishment of standards for regulatory quality and regulatory governance; (ii) customized regulatory impact 
analysis process; (iii) improved quality of new business environment regulations; (iv) improvements to the quality of 
existing regulations; and (v) capacity building of selected government agencies in adapting and implementing 
regulatory impact analysis.     
 
Competition and Industrial Policy Framework. The State Committee on Demonopolization and Competition 
Development’s ability to diagnose existing and potential market distortions will be strengthened. The Ministry of 
Economy and Cabinet of Ministers will be able to design and implement industrial policy design in line with current 
best practices.  
 
Privatization Support. Public sector capacity for restructuring and privatization will be strengthened, resulting in 
more restructured and privatized enterprises. TA will be provided for selected privatization transactions.  

 
 f. Social or environmental issues or concerns: No adverse social and/or environmental concerns are 
expected. 
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 g. Plans for disseminating results/deliverables:  Active involvement of stakeholders will be achieved 
through workshops at the inception, interim and draft final stages of the sub-clusters.  
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 

 
7. Proposed executing/implementing agency or agencies:  The Ministry of Justice (MOJ) will be the 
executing agency. Concerned ministries, departments, agencies or financial institutions will be the implementing 
agencies. A national TA steering committee will be established under the auspices of the MOJ, and will include 
representatives from the Ministry of Economy, Ministry of Finance, Cabinet of Ministers, and other agencies.  

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
Active involvement of stakeholders will be achieved through national and regional workshops at the inception, interim 
and draft final stages. Consultants will be required to have experience of organizing and moderating participatory 
processes. The participatory process will be closely monitored by the steering committee.  

9. Timetable for assistance design, processing, and implementation 
 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006 
 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory): 
   Nonlending (other than project preparatory): March 2006 
   
 c. Period and duration of assistance{s} 
   Lending:  
   Nonlending: 48 months   

10. Financing Plan {Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements. Check more than one category, if applicable.} 
 a. For lending 
   Ordinary capital resources: ${amount} 
   Asian Development Fund (loan): ${amount} 
   Asian Development Fund (grant): ${amount} 
   Other: {specify} ${amount} 
 
 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds: $1.25 million 
   Other:  
 

Source                                                   Amount ($) 
ADB Financing   $250,000 (2006) 
    $500,000 (2007) 
    $500,000 (2008) 
Government Financing 
Other Financing 
     Total Cost 
 Source: ADB estimates. 
 

ADB = Asian Development Bank, ADF = Asian Development Fund, CSP = country strategy and program, I-WISP = 
Interim Welfare Improvement Strategy Paper, MOJ = Ministry of Justice, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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Table A5.4:  Regional Infrastructure (Roads) 

Concept Paper 
 

Date: 20 February 2006   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Transport and Communications 
   Subsector(s): Roads 

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subtheme{s}:  

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Transport and Communications Division, East and Central Asia Department 
   

5. Responsible ADB officer(s): Lakshman Athukorala 
 

6. Description of assistance(s) 

a. Background/linkage to country/regional strategy:  
 

Uzbekistan is a historical land bridge between east and west (from the People’s Republic of China to Europe), as well 
as north and south (from Russian Federation, Kazakhstan, and the Baltics to the Indian Ocean and Persian Gulf). 
Transport links, which were developed focusing on the north towards Russian Federation, must now be updated to 
meet Uzbekistan’s political and economic requirements.  
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Uzbekistan is a key player in regional transport, carrying not only its own trade but also considerable volumes of 
Central Asia transit traffic. Recent forecasts suggest that, on much of the transport network, short-term annual growth 
will be about 2–3% for rail freight traffic and 4–7% for road traffic.  
 
Reflecting the reorientation of trade patterns, and development of industry and local resources, transport bottlenecks 
are expected to occur in the short to medium term. Such bottlenecks will inhibit economic growth, if not removed. 
Therefore, development of transport networks and infrastructure is critical to achieve efficient transport and transit 
systems in Uzbekistan and the region, to promote economic development and integration into international 
commerce. 
 
An ADB technical assistance was approved on 3 October 2005 to assist the Government in preparing a transport 
sector strategy to improve sector efficiency in order to effectively meet the transportation needs of the domestic 
economy and international traffic. This strategy will serve as the Government’s key document guiding policies and 
investment in the transport sector (2006–2020). The TA will guide ADB assistance for lending and nonlending 
products and services in the transport sector.   
 
The CSP focuses on the development of regional transport corridors to complement the regional strategy and help 
Uzbekistan gain better access to regional and trans-regional markets. The proposed project is consistent with the 
CSP.  
 
 b. Goal and purpose: The goal is to reduce transaction costs and facilitate transit and transport across 
Central Asia through the development of regional transport corridors. 
 
 c. Components and outputs: The TA will help the Government prepare an investment project that will 
contribute to regional road transport corridor development. TA outputs will be a feasibility study for such a suitable 
project for ADB financing. 
 
 d. Rationale and purpose of ADF grant financing  Not applicable 
 
 e. Expected results and deliverables:  The TA will consider the outputs of the transport sector strategy TA 
and identify and prepare a suitable road investment project in consultation with the Government and stakeholders. 
Deliverables include: (i) reports from inception to final report; and (ii) workshop to discuss feasibility study results. 
 
 f. Social or environmental issues or concerns: Any new road alignments will require full environmental and 
other safeguard assessments. 
 
 g. Plans for disseminating results/deliverables:   
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others: Public consultations during implementation 
 

7. Proposed executing/implementing agency or agencies: To be determined. 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The assistance was proposed during the CAREC Ministerial Conference in November 2005 by the Uzbek delegation 
and subsequently discussions were held with the Ministries of Economy, Finance and Foreign Economic Relations, 
Investment and Trade as well as the Uzbekistan Transport Association. 

 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: CSP 2006-2010 

 b. Expected date of submission for approval 
   Lending: Fourth Quarter 2007 
   Nonlending (project preparatory): Fourth Quarter 2006 
   Nonlending (other than project preparatory):  
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 c. Period and duration of assistances 
   Lending: To be determined. 
   Nonlending: 2006-2007 
 
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $ 20 million  
   Asian Development Fund (loan): $  
   Asian Development Fund (grant): $  
   Other: $ 

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds 
   Other:   

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
 

Source                                                   Amount ($) 
ADB Financing                                          300,000 
Government Financing                             100,000  
Other Financing 
     Total Cost                                            400,000 

 Source: ADB Estimates 

 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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Table A5.5: Third Rural Water Supply Sector Project 

Concept Paper 
 
Date: 14 November 2005    
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: 
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Water supply, sanitation, and waste management 
   Subsector: Water supply and sanitation 

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subtheme{s}: Fostering physical infrastructure development; developing rural areas; human development;  

   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Social Sectors Division, East and Central Asia Department 
   

5. Responsible ADB officer(s): Raushan Mamatkulov 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy:  
 
The rural areas of Uzbekistan suffer from shortages of safe drinking water, and poor water supply and sanitation 
(WSS) services. Inadequate WSS services result from badly designed WSS systems, dilapidated WSS infrastructure, 
and insufficient maintenance and rehabilitation. Currently, only 65% of the rural population has regular access to safe 
water. Lack of access to safe drinking water and a reliable water supply exacerbates poverty, as it leads to significant 
extra costs for basic needs. Water reservoirs have to be built and time is spent obtaining and purifying water. There 
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is a negative impact on community health, especially of the poor. A high rate of waterborne infectious diseases, such 
as hepatitis A, typhoid fever, and kidney diseases are widespread, particularly in poor rural areas. There is an urgent 
need to upgrade and expand WSS services, especially rural areas.  
 
The Government aims to halve the proportion of people without sustainable access to safe drinking water by 2010. 
To achieve this goal, there needs to be (i) investment in WSS infrastructure, (ii) institutional reforms to increase 
efficiency and effectiveness of WSS operations, and (iii) effective planning and implementation mechanisms for the 
WSS sector. 
 
The proposed project will cover rural areas that have an urgent need for improved WSS facilities. The project’s 
coverage area will be identified during the project preparatory technical assistance (TA). The proposed project is 
expected to contribute to poverty reduction by expanding rural WSS coverage, improving the quality of WSS 
services, and improving living and health conditions of the rural population in the project areas.  
 
 b. Impact and outcome: Improve living standards and public health of the rural population by increasing 
access to basic WSS facilities in the project areas.  
 
 c. Components and outputs: The project is expected to (i) assist in implementation of the national water 
strategy; (ii) strengthen efficiency of WSS management; (iii) improve the quality of WSS services; (iv) rehabilitate and 
develop rural WSS facilities, and (v) implement a public health program targeted at reduction of waterborne infectious 
diseases.  
 
   Part A: National Water Supply and Sanitation Sector Plan/Investment Plan, 
   Part B: Investment Project. 
 

 d.   Rationale and purpose of ADF grant financing: It is expected that Asian Development Fund (ADF) grant 
financing will be required for the public health program. The program will include (i) information, education and 
communication campaign in the project area schools; (ii) training of public health specialists; and (iii) provision of 
equipment and materials for water-borne infectious disease diagnostics.  
 
 e. Expected results and deliverables:  Improved access to safe drinking water, better health and living 
conditions, and better public health awareness among poor populations in rural areas covered by the Project.  
 
 f. Social or environmental issues or concerns: A social and environmental impact assessment will be 
conducted during the project preparatory TA. Rural communities will benefit from improved access to safe drinking 
water, better sanitation, and health and living conditions. Improved sanitation will have positive environmental effect.  
 

g. Plans for disseminating results/deliverables:  Public consultation on social and health impacts of the 
Project will be carried out during the TA. The progress of project implementation will be covered in the mass media 
and information and education campaign.  

 
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
 

7. Proposed executing/implementing agency or agencies: Uzbekistan Communal Services Agency (UCSA) 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The Government of Uzbekistan is aware of the urgent need to improve rural WSS through improved WSS policy, 
efficient institutional reforms, and investments in the rural WSS infrastructure. The Government has developed a 
national WSS strategy that includes specific targets, an action plan, and a medium-term investment program. The 
strategy includes (i) improving WSS administration, financial management, operation and maintenance; 
(ii) integrating water supply development with the improvement of sanitation facilities; and (iii) increasing access to 
sustainable WSS services. The Government has adopted a community management approach to rural WSS to 
ensure its quality and sustainability.  
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9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005 

 b. Expected date of submission for approval 
   Lending: 2007 
   Nonlending (project preparatory): 2006 
   Nonlending (other than project preparatory): 
 
 c. Period and duration of assistance 
   Lending: 2007-2012 (5 years) 
   Nonlending:  
   
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $ 
   Asian Development Fund (loan): $25 million 
   Asian Development Fund (grant): TBD 
   Other: Government $10 million 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds: $400,000 
   Other:  

 
ADB = Asian Development Bank, ADF = Asian Development Fund, CSP = country strategy and program, PPTA= 
project preparatory technical assistance, RCSP = regional cooperation strategy and program, TA = technical 
assistance, UCSA = Uzbekistan Communal Services Agency, WSS= water supply and sanitation.  
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Table A5.6: TA Cluster for Accelerating Rural Development in Uzbekistan 
Concept Paper 

 
 

Date: November 2005   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Multi-sector 
   Subsector:  Agriculture and natural resources, finance 

 b. Targeting classification  
   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 

   Subtheme{s}:. 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Uzbekistan Resident Mission/Agriculture, Environment, and Natural 
Resources Division/Governance, Finance, and Trade Division, East and Central Asia Department 
   

5. Responsible ADB officer(s): TBD 
 

6. Description of assistance(s) 

 a. Background/linkage to country/regional strategy: Poverty in Uzbekistan is predominantly a rural 
phenomenon. Approximately 70% of the country’s poor, or 4.5 million people, live in rural areas, the vast majority of 
whom derive their incomes from agriculture. To escape rural poverty, many people, especially young men, are 
leaving rural areas to seek employment opportunities abroad. The Government of Uzbekistan’s draft poverty 
reduction strategy paper, the Interim Welfare Improvement Strategy Paper (IWISP), has identified the need to 
(i) sustain high rates of growth through maintaining macroeconomic stability and accelerating structural reforms, and 
(ii) reduce inter-regional inequalities in living standards. The I-WISP provides the basis for Asian Development Bank's 
(ADB) strategic objectives for the new country strategy and program (CSP), including accelerating rural development 
through support for a diversified, productive and sustainable rural sector to create jobs and increase rural incomes. 
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Agriculture plays a significant role in ensuring economic and social stability, and is a major contributor to improving 
the well-being of the rural population. The agriculture sector accounts for over one-third of gross domestic product 
(GDP), employs over 33% of the total workforce and is the major source of raw material for most economic sectors. It 
provides 90% of domestic production of foodstuffs and 70% of commodity circulation. Recent growth in the sector 
has largely taken place on dekhan farms (small household plots) and to a lesser extent on private farms. These 
account for about 40% of total crop production and nearly 90% of livestock output. Agriculture production faces a 
number of constraints, including: low productivity and returns from cotton and wheat production; limited farm activity 
because of poor incentives and distorting government pricing policy; low economic returns and low growth in the less 
restrictive non-cotton/wheat subsectors because of institutional and infrastructure bottlenecks; high cost of finance 
and limited private sector development in the value chain systems of crops and livestock; limited availability of public 
services such as research and extension to the growing dekhan subsector; and limited market-based input supply. 
 
During the normal development process, more efficient agriculture processes will result in a reduction in labor that 
could be productively employed in higher value-added activities related to agriculture such as processing or 
marketing, or that can provide services to rural populations. A priority area for rural economic development is to 
ensure productive and efficient employment in sectors other than agriculture. The market for rural financial services 
has immense untapped potential. Commercial banking in the rural areas has been slow to develop and capital flows 
to private farms and other rural enterprises are very limited. The sector is marked by systemic weaknesses: the 
policy and institutional framework does not recognize the challenges inherent in rural finance—low population 
density, lack of traditional collateral, high-income fluctuations in poor households, and limited opportunities for risk 
diversification. Government agricultural development efforts often treat credit like any other input. Rural economic 
development requires complementary development of rural finance and nonfinancial markets. Efficient rural financial 
markets contribute to poverty reduction by enabling rural households to respond to economic and technological 
opportunities that generate employment in farm and rural enterprises and establish forward and backward linkages in 
the rural economy. Efficient rural finance markets are critical for increasing rural incomes in Uzbekistan. 
 
 b. Goal and purpose: The technical assistance (TA) cluster aims to support the improvement of productivity 
and well being in the rural areas of Uzbekistan by focusing on agricultural productivity and value-addition and off-farm 
rural enterprise development. A balanced approach to on- and off-farm development is needed in order to reduce 
poverty and increase income and employment. The TA cluster will contribute to the development of an enabling 
environment to ensure that individual investments achieve their intended outcomes and impacts, and will 
complement ongoing and planned ADB rural development interventions.  
 
 c. Components and outputs: The TA cluster consists of the following.  
 

i. Assistance to the Government in strengthening the agriculture and rural sector development focus of the 
WISP. 

ii. Institutional capacity building support for enhanced agricultural productivity, value addition and global 
agricultural competitiveness. It includes three components: (i) support to enhance development of the 
framework and agenda for action of Uzbekistan’s agriculture sector; (ii) analysis of institutional 
arrangements for innovative market information systems for the agriculture sector; and (iii) examination of 
the policy and institutional arrangements for market-based research and extension.  

iii. Identification of and support for market-based solutions to improve access to rural finance. 
iv. Support for improvements to social infrastructure to improve the living conditions of the rural poor, notably 

housing. This will include a study on the institutional and legal framework for market-based housing finance, 
and policy innovations for progressive housing development. 

 
 d. Rationale and purpose of ADF grant financing : Not applicable 
 
 e. Expected results and deliverables: (i) A rural development policy and a clear strategy for development of 
the rural economic sector, including a stronger focus on agriculture and the agriculture-off and nonfarm development 
nexus. (ii) Increased awareness among private agriculture-related institutions on requirements for global 
competitiveness and World Trade Organization (WTO) compliance. Market information systems involving 
nongovernment organizations (NGOs), academia and the private sector. Innovative private-NGO development of 
viable agriculture research and extension services. (iii) Identification of approaches to assist the Government to 
accelerate rural economic growth by addressing key constraints to rural finance and to improve the outreach of rural 
financial services. (iv) A stronger policy environment for improving the living conditions of the rural poor and 
strengthening their access to assets, in particular, housing.  
 
 f. Social or environmental issues or concerns: No adverse social and/or environmental concerns are 
expected. 
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 g. Plans for disseminating results/deliverables:  Active involvement of stakeholders will be achieved 
through workshops at the inception, interim and draft final stages of the sub-clusters.  
 
  For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
 

7. Proposed executing/implementing agency or agencies:  The Ministry of Economy (MOE) will be the 
executing agency. Concerned ministries, departments or agencies will be the implementing agencies. A national TA 
steering committee will be established under the auspices of the MOE, and will include representatives from the 
Ministry of Finance, Cabinet of Ministers, Central Bank of Uzbekistan, and Ministry of Agriculture and Water 
Resources.  
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

Active involvement of stakeholders will be achieved through national and regional workshops at the inception, interim 
and draft final stages. All consultants will be required to have experience of organizing and moderating participatory 
processes. The participatory process progress will be closely monitored by the steering committee.  

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006 

 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory): 
   Nonlending (other than project preparatory): March 2006 

 c. Period and duration of assistance{s} 
   Lending:  
   Nonlending: 48 months   

10. Financing Plan {Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements. Check more than one category, if applicable.} 

 a. For lending 
   Ordinary capital resources: ${amount} 
   Asian Development Fund (loan): ${amount} 
   Asian Development Fund (grant): ${amount} 
   Other: {specify} ${amount} 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds: $1.5 million 
   Other:  

ADB = Asian Development Bank, CSP = country strategy and program, GDP = gross domestic product, IWISP = 
Interim Welfare Improvement Strategy Paper, NGO = nongovernment organization, RCSP = regional cooperation 
strategy and program, TA = technical assistance, TBD = to be determined, WTO = World Trade Organization. 
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Assistance Program for 2005 
 

Table A6.1: Assistance Pipeline for Lending Products, 2005 

ADB = Asian Development Bank, ADF = Asian Development Fund, ECSS = Social Sectors Division, GAD = gender and development, ISD = inclusive social development, 
OCR = ordinary capital resources, PI = poverty intervention. 
a   Following the Board approval of the R-Paper on Review of ADB's Poverty Reduction Strategy, staff instructions to replace the PI/CPI classification with the new tracking system 

are under preparation in line with paragraph 83 of the R-Paper. 
b  Government share was calculated based on ADB’s current classification of developing member countries and project cost-sharing limits: Group A = 80%; Group B1 = 

75%; Group B2 = 70%; and Group C = 65%. Subject to consultation with the Government. 
Source: ADB. Project Processing Information System as of 14 November 2005. Manila. 

    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR ADF Total Gov't. financing 
       Loans Grants    
2005 Firm Loans            
 Education            
  Information and  
  Communication 
           Technology (ICT) in Basic 
           Education 

OTH ISD ECSS  30.0 0.00 30.0 0.00 30.0 0.00 0.00 

       Kashkadarya and Navoi 
  Rural Water Supply and 
  Sanitation Sector Project 

OTH ISD ECSS  25.0 0.00 25.0 0.00 25.0 0.00 0.00 

                       Subtotal     55.0 0.00 55.0 0.00 55.0 0.00 0.00 
                         Total     55.0 0.00 55.0 0.00 55.0 0.00 0.00 
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Table A6.2: Assistance Pipeline for Nonlending Products and Services, 2005 
 

   Sources of Funding  
Sector Responsible Assistance ADB Others Total 
Assistance Name Division Type Source 

 
Amount 
($’000) 

Source 
 

Amount 
($’000) 

($'000) 

        
2005 Firm         
 Agriculture and Natural Resource        
 Market Infrastructure for Private Farms and 

Agribusinesses Project ECAE PPTA TASF 600   600 

 Subtotal    600   600 
 Education        
 Effective Management of Investments and 

Reforms in Basic Education ECSS AOTA TASF 400   400 

 Subtotal    400   400 
 Energy        
 Rural Renewable Energy ECGF PPTA — — FIN 300 300 
 Subtotal    —   300 
 Transport and Communications        
 Transport Sector Strategy ECTC AOTA JSF 600   600 
 Subtotal    600   600 
  Total    1,600  300 1,900 
         
2005        
Regional TAs        
 Law, Economic Management, and Public Policy        
 Greater Silk Road Initiative 2006 ECOC RETA TASF 900   900 
 Subtotal    900   900 
  Total    900   900 

ADB = Asian Development Bank, ADTA = advisory technical assistance, ECAE = Agriculture, Environment, and Natural Resources Division, ECGF = Governance, 
Finance, and Trade Division, ECSS = Social Sectors Division, ECTC = Transport and Communications Division, JSF = Japan Special Fund, PPTA = project 
preparatory technical assistance, TASF = Technical Assistance Special Fund, TBD = to be determined.  
Source: ADB. Project Processing Information System as of 14 November 2005. Manila. 
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