
RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
(Uzbekistan: Second Small and Microfinance Development Project) 

 

Risks 

Assessment 
without 

Mitigation Management Plan 

Assessment 
with 

Mitigation 
Macroeconomic Risks    
Reduction in MSEs’ demand for 
credit and repayment capacity 

 
Medium 

Continue policy dialogue to maintain prudent 
macroeconomic policies 

 
Low 

Foreign exchange risk incurred 
by PCBs may reduce their 
profitability 

 
Medium 

(i) PCBs will charge appropriate risk premiums in 
sum subloans to compensate them for bearing the 
foreign exchange risk 

(ii) The government and the CBU concurred with 
PCBs charging market determined interest rates 

(iii) PCBs will have the possibility to sublend in US 
dollars (by transfer) 

 
Low 

Regulatory Risks    
Any possible future cash 
restrictions may reduce the 
demand for subloans 

 
Medium 

Government will implement enabling conditions to 
allow subborrowers to withdraw sum subloan funds in 
any legal form, including cash, throughout the 
implementation period. 

 
Low 

Business Risks    
Lack of entrepreneurial skills 
may impede reaching the 
employment generation 
objective 

 
Medium 

The TA will include training of low-income 
microfinance subborrowers, particularly women, in 
business plans preparation and other business-related 
skills, and credit application, to enhance their 
creditworthiness and success rate in availing of loans 
and managing enterprises profitably. 

 
Medium 

Programs of subsidized lending 
to MSEs may distort market 
competition 

 
Medium 

Allowing ready access to sum subloan funds in any 
legal form, including cash, will make non-subsidized 
credit more attractive to subborrowers, because it is 
definite, timely, and transparently priced. 

 
Low 

Credit risk incurred by PCBs  
Medium 

(i) PCBs were selected on their excellent past 
financial track record, including their prudent 
management of credit risk in micro and small 
business lending 

(ii) The TA will further assist PCBs in better credit risk 
management 

 
Low 

Adverse selection caused by 
pressure for expedited 
disbursement 

Medium Subproject eligibility criteria coupled with prudent 
lending practices followed by the selected PCBs in the 
past 

Low 

Governance Risksa    
    

Overall Medium 
Overall, the risks appear manageable and, if 
mitigation measures are effectively implemented, 
the project’s benefits are expected to outweigh 
the potential risks 

Low 

CBU = Central Bank of Uzbekistan, MSE = micro and small enterprise, PCB = participating commercial bank, TA = technical 
assistance. 
Note: In line with Asian Development Bank. 2008. Governance. Operations Manual. OM C4/OP. Manila (para. 9), the team 
considers "major risks" to be those that are likely to occur, would have serious negative consequences for project 
effectiveness, and for which there is no current plan that will enable it to be successfully mitigated over the life of the project. 
a The team took into consideration the governance risks identified in Asian Development Bank. 2006. Country Strategy and 

Program: Uzbekistan, 2006–2010. Manila—“underdeveloped nature of civil society” and “subnational local governments 
have limited autonomy to deliver social services and maintain social safety nets”—and considered that those do not 
represent “major risks” for project effectiveness. 

Source: Asian Development Bank. 


