
DEVELOPMENT COORDINATION 
(Uzbekistan: Second Small and Microfinance Development Project) 

 
A. Major Development Partners: Strategic Foci and Key Activities 
 
1. The Asian Development Bank (ADB) has been the most significant development partner in 
Uzbekistan’s micro and small enterprise (MSE) sector. To date, ADB has processed two loans to 
support Uzbekistan’s small and medium-sized enterprises (SMEs) sector and one for small and 
microfinance development. ADB also provided technical assistance (TA) toward this goal (Table). 
 
2. Other development partners in Uzbekistan’s MSE sector are the European Bank for 
Reconstruction and Development (EBRD), World Bank, German development cooperation through 
KfW, United Nations Development Programme (UNDP), and International Finance Corporation 
(IFC). EBRD provided Uzbekistan with a $20 million sovereign loan as a credit line to three 
intermediary banks1 financed from the Japan–Uzbekistan Small Business Program initiative and a 
$5 million TA grant from the Japan–Europe Cooperation Fund to build capacity for the intermediary 
banks’ MSE lending. The World Bank provided Uzbekistan with the Rural Enterprise Support II 
project (approved on 26 October 2006) for $68 million; this project has a component for increasing 
the profitability of small agro-businesses. In 1996, KfW approved its first loan of Deutschmark 
(DEM) 5 million channeled through Ipak Yuli Bank and UzPrivate Bank for providing medium- and 
long-term loans to SMEs; a second credit line of DEM5 million was approved in 1998, a third credit 
line of Euro10 million in 2000, and a fourth credit line of Euro18.8 million in 2002.2 In July 2009, 
UNDP approved a TA grant for $693,200 to facilitate the establishment of a viable, effective, and 
sustainable microfinance sector by consolidating the efforts of stakeholders and mobilizing 
microfinance development partners. On 28 September 2009, IFC approved a senior loan of $3 
million to Hamkorbank for supporting Hamkorbank’s financing of MSEs. 
 

Table: Major Development Partners 

 
Sectors and Themes 

Development 
Partner 

 
Project Name 

 
Duration  

 
Amount 

Finance, SMEs development, 
private sector development, 
and economic growth 

ADB Loan 1504-UZB: Rural Enterprise 
Development Project (approved in 
December 1996) 

1996–2000 $50 million 

Finance, SMEs development, 
private sector development, 
and economic growth 

ADB Loan 1799-UZB: Small and Medium 
Enterprise Development Project 
(approved in December 2000) 

2000–2005 $50 million 

Finance, microfinance, 
economic growth 

ADB Loan 1963-UZB: Small and 
Microfinance Development Project  
(approved in December 2002) 

2002–
ongoing 

$20 million 

Finance, microfinance, 
capacity development 

ADB TA 3254-UZB: Rural Savings and 
Credit Union Development (approved 
in September 1999) 

1999–2002 $0.6 million 

Finance, microfinance, 
capacity development 

ADB TA 3635-UZB: Pilot Testing of Rural 
Savings and Credit Unions (approved 
in March 2001) 

2001–2004 $0.15 million 

Finance, microfinance, 
capacity development 

ADB  
(attached) 

TA 4021-UZB: Developing Prudential 
Regulation and Supervision of Savings 
and Credit Unions (approved in 
December 2002) 

2003–2007 $0.4 million 

Finance, SMEs development, 
private sector development, 
economic growth 

IFC Expansion of Financing of MSEs 2009–
ongoing 

$3 million 

                                                 
1  The banks were Agrobank, Hamkorbank, and Ipoteka Bank. 
2  The Euro superseded the Deutschmark in 1999. 
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Sectors and Themes 

Development 
Partner 

 
Project Name 

 
Duration  

 
Amount 

Finance, SMEs development, 
private sector development, 
economic growth 

KfW Support for Micro, Small and Medium 
Enterprises (Loan) 

1996–2008 Deutschemark 
10 million 
Euro 28.8 
million a 

Finance, SMEs development, 
private sector development, 
economic growth 

World Bank Rural Enterprise Support Project 
(Loan) 

2008–2015 $68 million 

Finance, MSE development, 
private sector development, 
economic growth 

EBRD Micro and Small Enterprise Project 
(Loan) 

2001–2006 $20 million 

Finance, MSE development, 
private sector development, 
economic growth 

EBRD TA for Capacity Building of Banks’ 
MSE Lending 

2001–2006 $5 million 

Finance, microfinance, 
capacity development 

UNDP TA for Support of Microfinance Sector 2009–2011 $693,200 

ADB = Asian Development Bank, EBRD = European Bank for Reconstruction and Development, MSE = micro and small 
enterprise, SMEs = small and medium-sized enterprises, TA = technical assistance, UNDP = United Nations Development 
Programme. 
a  The Euro superseded the Deutschmark in 1999. 
Sources: International Finance Corporation, European Bank for Reconstruction and Development and World Bank. 

 
B. Institutional Arrangement Processes for Development Coordination 
 
3. In processing this loan and TA grant, ADB consulted with the World Bank, IFC, EBRD, and 
UNDP, the other development partners in this sector. 
 
4. Intervention by EBRD and KfW in the MSE sector has been through credit lines. KfW used 
Hamkorbank and Ipak Yuli Bank as its financial intermediaries. EBRD used Hamkorbank, 
Agrobank, and Ipoteka Bank as its financial intermediaries. Financial and other selection criteria for 
EBRD’s and KfW’s financial intermediaries and subprojects were generally similar. KfW’s subloan 
approval procedures were highly centralized at its headquarters. EBRD’s subloan approval 
processes were more decentralized. Recovery of microfinance and small business subloans made 
by Agrobank, Hamkorbank, and Ipak Yuli Bank were highly successful—close to 100%. EBRD and 
KfW (the latter through GTZ) provided TA to these banks to help them appraise MSE loans better 
and to monitor their scheduled recovery. Both EBRD and KfW believed that their provision of TA to 
the banks helped in their efficient and prudent use of loan funds to meet their development goals. 
 
5. A program-based approach was not used by ADB in this intervention but its ingredients are 
present in this project’s design, which is similar in concept to the designs of earlier ADB loans and 
those of other lenders. The Government of Uzbekistan has assumed leadership in focusing its 
MSE sector to increase its employment generation and contribution to gross domestic product. The 
government recognized forward and backward linkages and value addition between the MSE 
sectors, as well as between the recently liberalized agricultural and horticultural subsectors and 
processing, cold storage, and transport sectors. In this context, timely access to credit would be a 
force multiplier to MSEs to realize their potential. ADB’s loan condition of allowing subborrowers 
access to loan funds in cash (sum) removes an important impediment to cash access faced by 
MSE entrepreneurs. This condition was endorsed by the World Bank, IFC, EBRD, and KfW. 
 
6. For financial reporting, ADB requires the three participating commercial banks (PCBs)3 to 
provide it with their financial statements prepared according to international financial reporting 
standards and audited in accordance with international auditing standards. In addition, the PCBs 
                                                 
3   Hamkorbank, Agrobank, and Ipak Yuli Bank.   
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will be required to have their imprest accounts audited by external auditors in accordance with 
International Standards of Auditing. This is to ensure that ADB loan funds are used for the 
purposes authorized by the loan agreement. ADB has undertaken financial, and fiduciary due 
diligence of the three PCBs to satisfy itself of the PCBs’ solvency, liquidity, profitability, and their 
sound fiduciary, corporate, management, and financial governance. ADB’s financial reporting 
requirements are very similar to those of other lenders. ADB’s fiduciary and governance 
requirements are more stringent than KfW and EBRD, but both EBRD and KfW welcomed ADB’s 
fiduciary and financial due diligence processes. 
 
7. For disclosure on the project’s other outputs, ADB requested the PCBs to provide (i) the 
number of jobs created, (ii) gender-disaggregated data regarding the beneficiaries of jobs created 
under the loan by subborrowers, (iii) geographical and subsectoral breakdown of lending, (iv) 
breakdown of subloans by amount, and (v) the poverty reduction impact of such lending. ADB 
developed a format for the PCBs’ submission of progress reports, after consultation with PCB and 
some of their prospective MSE credit subborrowers. The reporting requirements of EBRD and KfW 
only concentrated on subloan recoveries, but both agencies appreciated ADB’s reporting 
requirements structure which they consider could be to their benefit. 
 
8. During implementation of the loan, ADB will regularly consult with and brief EBRD, KfW, 
and IFC; and share its findings. 
 
C. Achievements and Issues 
 
9. The design of this loan incorporated lessons learned under previous loans from ADB and 
development partners. ADB’s Small and Microfinance Development Project for $20 million had a 
component for the provision of $2 million in subordinated debt to savings and credit unions. 
However, this remained unutilized, as was $3.1 million of its original allocation4 for the noncredit 
component. Since the amount allocated in the credit component was inadequate, $3.1 million 
unutilized from the noncredit component was reallocated to the credit component. In addition, one 
of its two PCBs could not use the loan funds effectively. ADB underestimated the demand for small 
business and microcredit loans from PCBs and overestimated the demand the funds for capacity 
building. This time, ADB assessed the demand for small and microcredit more accurately, in 
consultation with other lenders, and planned a loan size for such amount. ADB also selected PCBs 
with a proven financial and operational track record—the same PCBs used by other development 
partners. 
 
D. Summary and Recommendations 
 
10. The MSE sector in Uzbekistan has considerable potential demand for credit. Other 
development partners believe that the market is large enough, with room for more lenders. ADB’s 
careful and targeted intervention, which seeks to address some financial sector distortions (i.e., 
access to loan funds in cash), could help the MSE sector toward realizing its potential. IFC, EBRD, 
UNDP, and KfW welcomed ADB’s proposed intervention as a financial intermediation loan with 
policy impacts both on the financial and MSE sectors. Other development partners also welcomed 
its beneficial spinoffs in gender development and poverty reduction. ADB’s intervention is therefore 
considered appropriate and timely. 

                                                 
4  ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Uzbekistan for the Small and Microfinance Development Project. Manila (Loan 
1963-UZB and TA 4021-UZB, approved on 9 December, for $20 million). 


