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I. POVERTY ANALYSIS AND STRATEGY 

A.  Link to the National Poverty Reduction Strategy and Country Partnership Strategy  
The overarching objective of the Welfare Improvement Strategy Paper (WISP) is to promote sustainable improvements in the living 
standards of the population.a The three main goals of the WISP are to (i) ensure a sustainable high rate of growth, (ii) promote 
human development, (iii) improve governance. Expanding employment opportunities, especially in the labor-intensive sectors of the 
economy such as micro, small, and medium enterprises, will be the main means of improving incomes and reducing poverty. The 
WISP projects an increase in the share of micro, small, and medium enterprises in gross domestic product to 52% by 2010, 
assisted by improvements in the business environment through the streamlining of regulatory procedures, easing conditions for 
entry and exit of firms, and reducing the tax burden on enterprises. Micro and small businesses are estimated to employ about 2 
million persons at present, with another 6 million working as individual entrepreneurs. Recognizing the high employment intensity of 
microfinance in particular, the WISP states that it is “essential to undertake efforts to make microfinance a sustainable component 
of the country’s financial sector.” 

The Asian Development Bank’s country strategy and program for Uzbekistan (2006–2010) identified four priorities to promote pro-
poor growth: (i) accelerating environmentally sustainable rural development by supporting (a) agricultural productivity and growth, 
(b) private rural enterprises and rural finance, and (c) rural infrastructure and services; (ii) enabling private sector development; (iii) 
promoting regional cooperation; and (iv) building the human capital of the poor. The project will contribute to an increase in private 
enterprises, some of which will be in rural areas. 

The project is consistent with Uzbekistan’s WISP and the Asian Development Bank’s country strategy and program. 

B. Poverty Analysis                                                                  Targeting Classification: General intervention 
1.  Key Issues  
Uzbekistan’s steady growth in recent years has yet to translate into significant reductions in the share of households below the 
poverty line, which was estimated at 25.8% in 2005.b Poverty is strongly correlated with unemployment, or employment in low-paid 
or unproductive jobs.c The best prospect for making a dent on poverty is through the creation of productive jobs. Micro, small and 
medium-sized enterprises are more labor-intensive than larger enterprises, which is why the government is placing so much 
emphasis on promoting them. The availability of credit is an important prerequisite to achieving this goal. 
 
The project’s poverty reduction classification is general intervention because the primary beneficiaries of the project will be the 
recipients of microfinance loans from participating commercial banks (PCBs). About 25,000 subborrowers are expected to receive 
loans during the 3-year project period. Microfinance is defined quite generously (by international standards) in Uzbekistan in terms 
of size of loan,d and banks face challenges when making microfinance loans directly because of the high transaction costs of doing 
so. Given the foregoing and the size distribution of loans made by the PCBs under similar credit lines from other development 
partners in the past, most borrowers are not themselves expected to be poor, in the sense of falling below the poverty line, 
although they may well fall just above it (the “near poor”). However, their enterprises will create demand for labor, and a high 
proportion of those hired are expected to be poor men and women. Indeed, it is likely that these second-round employment benefits 
will exceed the number of poor persons who could benefit directly by restricting loans to the poor.  

 
Second, the project will encourage the banks to make loans to microcredit organizations (MCOs), which will retail the loans to their 
clientele—both men and women, a much higher proportion of whom are poor because of the small loans MCOs make (average 
size below $500) and their much less stringent collateral requirements, often consisting of group guarantees by other borrowers 
(“solidarity group lending”). The MCOs have until now been short of funds to expand lending, and the project will seek to relax this 
constraint. Linking the banks to MCOs in this way is permitted by the regulatory environment, but has not yet happened on a 
significant scale, and will represent an important breakthrough in extending outreach to poor women and men through 
microfinance.  
 
2. Design Features  
Based on the above diagnosis, the project has the following pro-poor design features: (i) through the productive employment 
created, the project is expected to alleviate the poverty of 30,000 poor men and women hired as workers; (ii) by enhancing the 
lending resources of MCOs, the project will increase their outreach and alleviate the poverty of their poor borrowers through 
livelihood and income-generating activities; (iii) 50% of the subloans will be of an amount under $10,000; and (iv) 25% of all 
microlending will be to women. 
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II. SOCIAL ANALYSIS AND STRATEGY 
A. Findings of Social Analysis  

Please refer to section I.B. above (Poverty Analysis) and section II.C.1 below (Gender and Development) 

B. Consultation and Participation 

1.  Provide a summary of the consultation and participation (C&P) process during project preparation. 
 
A number of enterprises hiring poor workers, several women’s nongovernment organization leaders, and a few MCOs were visited 
and consulted. Discussions were also held with a range of other knowledgeable informants, including bankers and persons working 
on women’s and enterprise issues in development partners. 
 
2.  What level of C&P is envisaged during the project implementation and monitoring?  

  Information sharing         Consultation        Collaborative decision making      Empowerment 
 
3.  Was a C&P plan prepared?  Yes     No  
If a C&P plan was prepared, describe key features and resources provided to implement the plan (including budget, consultant 
input, etc.). If no, explain why. 
 
A consultation and participation plan is not required as there are no significant social safeguard issues. Nevertheless, stakeholder 
consultation will be an integral part of the project. 
 

C.   Gender and Development 
Key Issues  
 
The following are the key gender and development issues relating to the project. 
 
First, the proportion of women employed in Uzbekistan has consistently declined during the transition period, from 71% in 1989 to 
42.7% in 2007.e Only about 5% of the new private farms created out of the shirkats (family-owned farms) have been allocated to 
women, and only a quarter of the hired labor released from the shirkats is absorbed by the new private farms that offer only 
seasonal employment.f Lack of public utilities in rural areas and continuation of large families as the norm have increased the time 
burden on women, reducing their labor force participation rates, and their concentration in lower status and lower paid part-time or 
seasonal jobs. 
 
Second, women who have sources of income do not earn enough and are in search of supplemental income through self-
employment or home-based businesses such as tailoring, baking, and small-scale retailing, or even large food processing, carpet 
weaving, and garment manufacturing. Many women expressed their desire to start a business but are restricted by various 
economic and sociocultural obstacles on their mobility caused by multiple burdens from domestic role expectations and time 
poverty, lack of education and social contacts, and lack of practical skills needed for entrepreneurship.  
 
Third, compared to men, most women have no access to credit for business capital because they do not own properties that can be 
used as collateral to financial credit institutions—making poor women’s entry to entrepreneurship highly restricted (according to the 
Central Bank of Uzbekistan, about 22% of banks’ microcredit loans have gone to women). Some of them supplement their credit 
requirements through membership of savings and credit unions (SCUs), but loans from SCUs cost more than bank loans.  
 
Fourth, innovative women-friendly products are still undeveloped by financial institutions, despite the observation that women are 
good borrowers and demonstrate low rates of delinquency. 

 
Fifth, there is lack of unified statistical information on entrepreneurs by sex, type of activity, size, level of their participation in 
various sectors of the economy, productivity, sources of and access to formal credit, etc. The lack of sex-disaggregated data fails to 
provide gendered information (such as the problems and needs of male and female entrepreneurs) that are particularly useful in 
target planning and monitoring of economic programs.    
 
2. Key Actions  
 
Measures included in the design to promote gender equality and women’s empowerment—access to and use of relevant services, 
resources, assets, or opportunities and participation in decision-making process: 

   Gender plan         Other actions or measures        No action or measure 
 
Based on the above identified issues, the following activities were included in the gender action plan (Appendix 2): 

(i) collecting sex-disaggregated baseline data on small and microfinance entrepreneurs, 
(ii) developing program and conduct training on gender-sensitive micro and small enterprise credit appraisal for PCB staff, 
(iii) training for MCOs and women subborrowers on gender-sensitive business planning and management, 
(iv) developing and offering new women-friendly financial products and banking procedures, 
(v) public awareness campaign to promote women entrepreneurship, 
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(vi) recruiting a gender specialist, 
(vii) incorporating the gender action plan indicators into regular project monitoring tools and formats, and 
(viii) conducting regular monitoring and reporting on the implementation progress of the gender action plan. 
 

The project will deliver tangible benefits to women and is therefore categorized as one with effective gender mainstreaming. 
 

III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 
Issue Significant/Limited/ 

No Impact 
Strategy to Address 

Issue 
Plan or Other Measures Included in 

Design 
Involuntary Resettlement No impact. The Project is 

classified category FI with 
respect to involuntary 
resettlement. 

None    Resettlement Plan 
   Resettlement Framework 
   Environment and Social 

Management System 
   No Action 

Indigenous Peoples 

 
No impact. The Project is 
classified category FI with 
respect to indigenous 
people. 

None  
   Indigenous Peoples Plan 
   Indigenous Peoples Framework 
   Environment and Social 

Management System 
   No Action 

Labor 
 Employment  
opportunities 
 Labor retrenchment 
 Core labor standards 

30,000 new jobs are 
expected to be created by 
2013. There will be no 
gender discrimination in 
employment opportunities. 

  
   Plan 
   Other Action  
   No Action 

Affordability No impact None    Action 
   No Action 

Other Risks and/or 
Vulnerabilities 

HIV/AIDS 
Human trafficking 
Others(conflict, political 

instability, etc), please 
specify 

No impact None  
  Plan 
  Other Action 
   No Action 

IV. MONITORING AND EVALUATION 
 
Are social indicators included in the design and monitoring framework to facilitate monitoring of social development activities and/or 
social impacts during project implementation?  x   Yes     □   No      

C&P = consultation and participation, MCO = microcredit organization, PCB = participating commercial bank, SCU = savings and 
credit union, WISP = Welfare Improvement Strategy Paper. 
a Government of Uzbekistan. 2007. Welfare Improvement Strategy of Uzbekistan: Full Strategy Paper 2008–2010. Tashkent. Welfare 

improvement is the term used by the Uzbek authorities for poverty reduction, and the WISP serves as the poverty reduction 
partnership paper in Uzbekistan. 

b Economic growth rates averaging over 8% annually during 2008–2010 were projected in the WISP (2007) to reduce the poverty rate 
to 20% by 2010. However, household budget survey data on which these estimates are based are not available to local or 
international researchers. The poverty line is defined in terms of the income necessary to ensure an intake of 2,100 calories per 
person.  

c About 50% of the poor belongs to households in which the head of the household is unemployed. The other half consist of the 
“working poor” engaged in low productivity jobs, or the old, infirm, and disabled, who are best reached through social transfer 
programs, which the government is engaged in more narrowly targeting on such households. Seventy percent of the poor live in 
rural areas.  

d A micro-loan has a maximum size of 100 times the monthly minimum wage, or the equivalent of about $2,500, which is more than 
two times the annual gross domestic product per capita; microcredit has a maximum size 1,000 times the monthly minimum wage, 
or about $25,000. 

e Committee on Statistics of the Republic of Uzbekistan. 2008. Social development and living standard of the population of 
Uzbekistan. Statistical Collection. Tashkent. 

f The WISP notes that out of about 250,000 persons entering the labor market annually, about 160,000 consist of workers being 
displaced by the dismantling of collective farms, of which the new private farms can absorb only 25%. 

Sources: Asian Development Bank and Government of Uzbekistan. 


