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1. Sector Performance, Problems, and Opportunities 
 
1. Economic growth in Uzbekistan, averaging 6.2% per year during 2010–2020,1 has been 
concomitant with the rising incomes of small and medium-sized enterprises (SMEs) and 
microenterprises. Supported by government policy to make the private sector the engine of 
economic growth, the contribution of SMEs has been expanding.2 Some 411,203 SMEs were 
registered and active at the end of 2020, up 4% year on year SMEs accounted for 54% of gross 
domestic product (GDP) in 2019–2020, with substantial shares of agriculture (97% of output), 
trade (82%), construction (72%), and services (52%). SMEs had a 27% share of exports, a 62% 
share of imports, and a 50% share of investments.3 They are the largest employer, providing 78% 
of formal and informal jobs in 2018, up from 50% in 2000, with nearly 60% in rural areas. 
 
2. The economic shock triggered by the lockdowns in response to the coronavirus disease 
(COVID-19) during March–August 2020 plunged SME sales, depleting their cash reserves and 
temporarily halting the operations of an estimated 84,000 SMEs in services, including catering, 
retail trade, and transport. Tourism-related SME revenues declined by an estimated 
$700 million. Women have been more affected, as they comprised 54% of workers in catering 
and trade SMEs, and 46% of workers in agriculture.  

  
3. Continuing key constraints preventing SMEs from improving their contribution to economic 
growth and creating diversified and higher value-added jobs include: 

(i) lack of diversified finance (e.g., equity, long-tenure loans, and venture capital) and 
alternative sources of collateral (e.g., future cash flows, warehouse receipts, and 
risk-sharing facilities) to support the different phases of SME development; 

(ii) banks’ continued reliance on collateral-based lending instead of cash flows, and 
property registered jointly or under the husband’s name, which disproportionately 
impact the access to finance of businesses owned or managed by women;4 

(iii) institutional barriers (e.g., excessive documentation and regulations and non-
streamlined government support services), which raise the cost of doing business 
domestically and of expanding SME exports;  

(iv) low financial skills that limit SMEs’ ability to present reliable business plans, and 
financial information that do not meet banks’ requirements; and 

(v) low digitalization and weak human capital, which prevent SMEs from becoming 
competitive and innovative enterprises. 

  
4. Access to finance for SMEs in Uzbekistan has been partly constrained by a banking 
industry that is dominated by state-owned and/or controlled banks, with 13 state-owned banks 
out of 30 commercial banks, accounting for about 85% of the banking segment’s capital and 
assets. The level of dollarization—at 56% of loans and 38% of deposits—is high. Until 2019, 

 
1  International Monetary Fund. 2021. World Economic Outlook: Managing Divergent Recoveries. Washington, D.C. 
2  Microenterprises comprise 91.8% of all registered businesses and small firms make up about 8.2% (18,900 units). 
3  State Statistics Committee. 2021. Socio-economic situation in the Republic of Uzbekistan: Small Business. 

(https://stat.uz/en/?preview=1&option=com_dropfiles&format=&task= frontfile.download 
&catid=325&id=1415&Itemid=1000000000000 (accessed 19 April 2021). 

4  Despite a 25% expansion in access to bank credit, the share of loans to women’s small businesses shrank from 
11.6% in 2018 to 8.1% in 2019. 

http://www.adb.org/Documents/LinkedDocs/?id=42007-020-ConceptPaper
http://www.adb.org/Documents/LinkedDocs/?id=42007-020-ConceptPaper
https://stat.uz/en/?preview=1&option=com_dropfiles&format=&task=%20frontfile.download%20&catid=325&id=1415&Itemid=1000000000000
https://stat.uz/en/?preview=1&option=com_dropfiles&format=&task=%20frontfile.download%20&catid=325&id=1415&Itemid=1000000000000
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preferential credit (directed lending) to state-owned enterprises constrained the availability of and 
disincentivized commercial financing for the private sector, including SMEs. Lack of hard collateral 
and credit history, as well as weak financial literacy and management, further limit SMEs’ access 
to formal bank credit. Commercial banks provide microcredit at concessional rates but have high 
collateral and documentation requirements and provide only noncash credit (e.g., letters of credit). 
Microcredit organizations offer simplified processing and cash credit without collateral, but their 
loan size is small. The market for leasing as an alternative source of SME finance is limited, partly 
because leasing firms lack long-term funding and many potential customers lack knowledge about 
how leasing works and its potential benefits. Legislative and regulatory imperfections hinder 
alternative sources of SME finance, including the development of nonbank financial institutions, 
venture funds, crowdfunding, capital markets, and interfirm financing mechanisms. 
 
5. The State Fund for Support of Entrepreneurship supports SMEs through partial credit 
guarantees and interest rate subsidies on loans. Although structured as a separate public entity, 
the fund does not comply with several Principles for Public Credit Guarantee Schemes for SMEs.5 

In terms of the regulatory framework, (i) ownership and management are not separated, and 
(ii) the guarantee scheme functions like a “pay-as-you-go scheme,” with no minimum capital 
standards and financial autonomy, and no independent supervisory body. Corporate governance 
is based on a broad mission statement, with (i) no fit and proper criteria for board members and 
only one independent member representing the private sector, (ii) no internal control function, and 
(iii) no comprehensive enterprise risk management framework. In terms of the operational 
framework, (i) there are only broad eligibility criteria for SMEs and no qualification criteria for 
participating banks; and (ii) pricing is transparent, but not flexible, and is policy-driven rather than 
based on considerations of risks and sustainability. The monitoring and evaluation framework 
does not entail comprehensive and systematic assessment of performance and impact. 
 
6. Obtaining permits and licenses is costlier for small firms than large firms.6 It can take up 
to 246 days to obtain a construction permit versus an average of 170 days in other Central Asian 
countries. In the 2020 Index of Economic Freedom, which measures regulatory efficiency, the 
rule of law, open markets, and government size, Uzbekistan ranked 108 out of 178 countries, up 
from 114 in 2020.7 Business-related legislation has been simplified and some regulatory barriers 
have been reduced, by streamlining registration procedures and payment of taxes. The scope of 
e-government services has been expanded. However, most SMEs remain micro-entrepreneurs, 
operating in low value-added sectors, and are not registered.8 Reducing the number of permits 
and licenses by about 30% could save at least SUM125 billion a year, while digitization of the 
entire process using a single e-portal system would save at least SUM13 billion in costs and, 
more importantly, promote efficiency, expediency, and transparency in the approval process.9   
 
7. Industry and trade are the two most active segments for SMEs in Uzbekistan, with small 
businesses accounting for 27.5% of the total industrial production in 2020. By volume, the largest 
contributor is Tashkent city (26%), followed by Tashkent region (13%), Fergana region (9.8%), 
and Samarkand region (8.2%). The total volume of retail trade of small businesses in 2020 was 
SUM160,085 billion, an increase of 101.4% from 2019. Their share of exports (works and 
services) remained small, totaling 20.5% of the total volume (footnote 3) . 

 
5  World Bank. 2015. Principles for Public Credit Guarantee Schemes for SMEs. Washington, DC.  
6  World Bank. 2018. Growth and Job Creation in Uzbekistan: An In-Depth Diagnostic. Washington, DC.  
7  The Heritage Foundation. 2021 Index of Economic Freedom. Uzbekistan (accessed 20 April 2021).   
8  D. Tadjibaeva. 2019. Small and Medium-Sized Enterprise Finance in Uzbekistan: Challenges and Opportunities.  

ADBI Working Paper Series. No. 997. Tokyo: ADB Institute.   
9  The Ministry of Justice has published a draft presidential decree for discussion on measures to radically improve 

licensing and licensing procedures to simplify about 1,000 bureaucratic processes. 

https://documents.worldbank.org/en/publication/documents-reports/documentdetail/576961468197998372/principles-for-public-credit-guarantee-schemes-for-smes
http://documents1.worldbank.org/curated/en/130581560953053964/pdf/Growth-and-Job-Creation-in-Uzbekistan-A-In-depth-Diagnostic.pdf
https://www.heritage.org/index/country/uzbekistan#rule-of-law
https://www.adb.org/sites/default/files/publication/524081/adbi-wp997.pdf
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8. Uzbekistan’s trade facilitation policy is consistent with its objective of diversifying its export 
products and destinations, with SMEs as key players. However, SMEs’ ratio of exports to GDP 
remains relatively low. SMEs are constrained by lack of critical prospective market knowledge, 
including sector-specific market potential and product certification requirements. 10 Technical 
capacity is lacking in the agencies responsible for export promotion to develop a clear value 
proposition for Uzbekistan’s products in the markets they want to serve. Skills for exporting and 
business internationalization are also lacking. The high cost of certification (for products) is a 
barrier, but even more important is the limited access to certification services, as Uzbekistan has 
very few certifying companies. The single window digital information system, operationalized at 
all customs border posts from September 2020, is expected to reduce the time for import customs 
declarations from 3 days to 1 day. Further simplification of formalities is also needed to speed up 
export-related clearance processes. As a double landlocked country faced with high 
transportation costs for goods across borders, Uzbekistan stands to benefit from the transport 
and economic corridor initiatives under the Central Asia Regional Economic Cooperation, which 
will facilitate the movement of goods and people though these corridors.11    
  
9. The contribution of the digital economy to GDP in Uzbekistan is only 2.2%, compared with 
10.9% in the United States, 10.0% in the People’s Republic of China, and 5.5% in India. Low 
investment in information and communication technology (ICT) (2.8% of overall investment in 
2017) is a major factor for poor internet and mobile services, slowing down digital economic 
growth and increasing the digital divide.12  The population is showing increasing interest in 
technology adoption as evidenced by the increasing smartphone penetration and take up of 
electronic payments and several digital payment systems are operational in the country (Click, 
Payme, M-bank, Upay, and Humo). In addition to providing opportunities for expanding digital 
financial services (DFS), including financial inclusion via mobile payment platforms, there are also 
opportunities for digitally enabled local entrepreneurship,13 Technology adoption and the digital 
transition in most SMEs lags large firms. SMEs often lack information and awareness of new 
digital possibilities, the skills needed to identify technology options for their business, and the 
financing solutions to implement change effectively. Uzbekistan ranks 69th out of 100 countries 
on the Inclusive Internet Index, which assesses countries based on the internet availability, 
affordability, relevance, and readiness of the public (e.g., skills and literacy) to use the internet. 
Its weakest score (76th out of 100 countries) is in terms of affordability, i.e., the cost of access 
relative to income and the level of competition in the internet marketplace.14 It has the 4th largest 
gender gap, with men 21% more likely to have access to mobile devices than women.15 Only 
45% of the population can access 3G internet, compared with an average of 79% in lower middle-
income countries. Policy and incentives, including initial government funding and awareness-
raising for SMES of the advantages of adopting technological solutions for their operations, could 

 
10  Organisation for Economic Co-operation and Development. Trade Facilitation (accessed 25 March 2021).  

Uzbekistan’s trade performance tracks or even exceeds the average performance of lower middle-income countries 
in terms of advance rulings, appeal procedures, and fees and charges. However, it ranks much below its peers in 
terms of information availability; formalities (documents, automation, and procedures); and governance. 

11 Central Asia Regional Economic Cooperation Program. 2017. Transport Sector Progress Report and Work Plan, 
2017–2019. Paper prepared for the Senior Officials’ Meeting, Tbilisi, Georgia, 20–21 June.  

12 R. Salahodjaev. 2020. Digital Economy of Uzbekistan in the Context of Regional Development: Prospects and 
Challenges. CPRO Policy Brief. No. 2020-05. Tashkent: Westminster International University in Tashkent.  

13 United Nations Development Program. 2021. Development Finance Assessment for the Republic of Uzbekistan. 
14 The government is establishing a network of coworking office spaces in every region of the country as part of a digital 

transformation initiative, with communications infrastructure provided. 
15 The Economist. The Inclusive Internet Index (accessed 19 April 2021). Covering 100 countries, the index measures 

not only internet accessibility and affordability, but also relevance, i.e., usage that enables positive social and 
economic outcomes at the individual and group level.  

https://review.uz/ru/post/uzbekistan-otsifroviyvaetsya#:~:text=%D0%94%D0%BE%D0%BB%D1%8F%20%D1%86%D0%B8%D1%84%D1%80%D0%BE%D0%B2%D0%BE%D0%B9%20%D1%8D%D0%BA%D0%BE%D0%BD%D0%BE%D0%BC%D0%B8%D0%BA%D0%B8%20%D0%B2%20%D0%92%D0%92%D0%9F,%D0%9A%D0%B0%D0%B7%D0%B0%D1%85%D1%81%D1%82%D0%B0%D0%BD%D0%B5%20%E2%80%93%203%2C9%25.
http://www.oecd.org/trade/topics/trade-facilitation/
https://www.carecprogram.org/uploads/Transport-Sector-Progress-Report-and-Work-Plan-2017%E2%80%932019.pdf
https://www.carecprogram.org/uploads/Transport-Sector-Progress-Report-and-Work-Plan-2017%E2%80%932019.pdf
http://www.wiut.uz/images/rs_digital_economy_pb05.pdf
http://www.wiut.uz/images/rs_digital_economy_pb05.pdf
https://theinclusiveinternet.eiu.com/
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help address these gaps.16 The current level of digital skills taught in educational institutions 
mismatches the desired level of skills sets to build a future workforce. The Central Bank is the 
regulatory body responsible for the promotion of Digital Financial services. Its objectives are to 
organize and provide effective payment systems licensing and regulation of banking activities and 
reducing the level of cash in the economy. 
 
10. As one of the youngest countries in Asia, with almost 60% of the population under the age 
of 30, Uzbekistan will require a high rate of job creation and well-functioning labor markets to 
absorb an economically active young population. Skills shortages have been a critical constraint 
for private sector growth and economic diversification in Uzbekistan. Thirty-five percent of firms 
reported that employee skills posed a “major” or “very severe” obstacle to growth. Uzbekistan’s 
skills development system is mainly composed of (i) technical and vocational education and 
training (TVET) for secondary general education graduates who will become labor market 
entrants, and (ii) professional training for “reskilling” unemployed job seekers. The TVET system 
has mainly delivered training focused on knowledge acquisition rather than competency 
acquisition. The often government-led placement arrangements between TVET graduates and 
employers are not demand-driven, i.e., lacking effective collaboration or interaction between 
TVET and industry. The Ministry of Higher and Secondary Specialized Education, which is in 
charge of curricula, training materials, and teacher development, has limited capacity for effective 
collaboration. The Ministry of Employment and Labor Relations, which coordinates skills 
development for employability, has limited technical capacity to undertake systematic and regular 
data collection and analyses of the demand and supply of skills to ensure evidence-based 
planning. The TVET monitoring system, under the Ministry of Higher and Secondary Specialized 
Education, is fragmented and unable to support evidence-based decision-making.17 
 

2. Government’s Sector Strategy 
 
11. Since 2017, Uzbekistan has embarked on reforms to catalyze private sector development, 
including through SME development. In the Doing Business 2020 report, the country ranked 
69th globally, up from 76th place in 2018, with higher scores than the previous year in nine of the 
10 assessment criteria. Starting in January 2019, (i) a unified tax rate of 12% was set for personal 
income tax, corporate income tax, and payroll tax for both large and small firms; and (ii) the unified 
tax rate for small firms was reduced to 4%, the property tax rate was cut from 5% to 2%, and the 
dividend tax from 10% to 5%. SME development forms a key pillar of the government’s post-
COVID-19 economic recovery strategy. It is keen to implement cross-cutting reforms to increase 
SMEs’ resilience to future economic shocks and prevent the reversal of gains to economic growth 
accruing from SMEs. The reform plan for the banking industry and financial services, to be 
implemented from 2020 to 2025,18 includes the creation of a legal framework for fintech. The use 
of digital technology will help improve financial activities thereby enhancing SMEs’ access to 
finance and support their strategy.19 To catalyze the benefits of a digital economy for SMEs, the 
government has allocated financing to ensure stable and high-speed internet access to 
encourage youth entrepreneurship in ICT. A network of coworking spaces is being set up in every 

 
16 Within the framework of the Presidential Decree “Digital Uzbekistan – 2030” (adopted July 2018) digital information 

technology competency training centers are being set up in all the regions to encourage youth entrepreneurship by 
developing knowledge and skills on computing and communications devices and to increase digital literacy. 

17  ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 
of Uzbekistan for the Skills Development for a Modern Economy Project. Manila.  

18 Presidential Decree No. 6096 dated 27 October 2020 on the Strategy of Reforming the Banking System of the 
Republic of Uzbekistan for 2020–2025. 

19 Presidential Decree No. 4947 dated 7 February 2017 on the Strategy of Actions for Further Development of 
Uzbekistan.  

https://www.adb.org/sites/default/files/project-documents/51012/51012-003-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/51012/51012-003-rrp-en.pdf
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region. The development strategy also aims to diversify export markets by improving the export 
potential of SMEs and enhance the country’s participation in regional and global value chains, 
including by promoting high-tech industries producing finished products with high value added.  
 

3. ADB Sector Experience and Assistance Program 

12. The Asian Development Bank (ADB) has supported SMEs in Uzbekistan through a range 
of sovereign loans and technical assistance (TA) projects. These have focused on (i) working 
capital and fixed asset financing, (ii) improving the credit and risk assessment capacity of the 
participating banks to serve SMEs, and (iii) supporting agro-processing SMEs to increase rural 
employment. ADB’s private sector investment in Ipak Yuli Bank was aimed at strengthening the 
bank’s capital position to help expand its operations to private sector micro, small, and medium-
sized enterprise financing.20 ADB’s Trade and Supply Chain Finance Program,21 which fills market 
gaps by providing guarantees and loans through partner banks in support of trade, works with 
nine banks in Uzbekistan and has supported $1.6 billion in trade through 573 transactions as of 
August 2020. Of this $1.6 billion, about 61.4% was cofinanced by the private sector. ADB 
approved (on 8 April 2021) a $20 million equivalent senior loan to Hamkorbank,22 the largest 
private commercial bank. The loan is the first local currency loan by ADB and will support lomicro, 
small, and medium-sized enterprises and agriculture sector borrowers.  

13.  Assessment of ADB’s sector experience has highlighted the need to engage in policy 
dialogue to catalyze the regulatory, institutional, and financial reforms necessary for SME 
development. The proposed program builds on ADB’s past interventions by supporting the 
implementation of interrelated reforms to improve the enabling environment for SME 
development, including by helping SMEs to upgrade their financial and management capabilities, 
with particular emphasis on women-owned and/or managed SMEs, enable greater use of 
digitalization to increase productivity and competitiveness, and have access to market-based 
skills. The program is also in line with the ADB Institute’s SME evaluation study, which 
recommends improving the business enabling environment in addition to traditional financial 
intermediary loans, whose primary focus has been access to finance.23 ADB’s program is being 
closely coordinated with the World Bank (State Fund governance); the Organisation for Economic 
Co-operation and Development (trade facilitation and legal environment); German development 
cooperation through KfW; the European Bank for Reconstruction and Development (business 
advisory, including green finance for SMEs); the International Finance Corporation (digital 
financial services and financial literacy); the United States Agency for International Development 
(Future Growth Initiative); and the International Monetary Fund (debt sustainability analysis and 
macroeconomic projections). 

 
20 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Technical Assistance Grant to the Republic of Uzbekistan for the Small Business Finance Project. 
Manila; ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 
Republic of Uzbekistan for the Horticulture Value Chain Development Project. Manila; ADB. 2018. Report and 
Recommendation of the President to the Board of Directors: Proposed Loan for Additional Financing to the Republic 
of Uzbekistan for the Horticulture Value Chain Development Project. Manila; ADB. 2019. Report and 
Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Uzbekistan for the 
Livestock Value Chain Development Project. Manila; and ADB. 2012. Report and Recommendation of the President 
to the Board of Directors: Proposed Equity Investment in the Joint-Stock Commercial Bank Ipak Yuli in Uzbekistan.  

21 ADB. Trade and Supply Chain Finance Program.  
22 ADB. 2021. FAST Report: Senior Loan to JSCB Hamkorbank for Hamkorbank Expanding Access to Credit for Micro, 

Small and Medium-Sized Enterprise and Agriculture Borrowers Project. Manila. 
23  N. Yoshino and F. Taghizadeh-Hesary. 2016. Major Challenges Facing Small and Medium-Sized Enterprises in Asia 

and Solutions for Mitigating Them. ADBI Working Paper Series. No. 564. Tokyo: ADB Institute. 

https://www.adb.org/sites/default/files/project-document/185489/42007-018-rrp.pdf
https://www.adb.org/sites/default/files/project-document/185489/42007-018-rrp.pdf
https://www.adb.org/sites/default/files/project-document/213046/47305-002-rrp.pdf
https://www.adb.org/sites/default/files/project-document/213046/47305-002-rrp.pdf
https://www.adb.org/sites/default/files/project-documents/47305/47305-004-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/47305/47305-004-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/47305/47305-004-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/52110/52110-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/52110/52110-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/52110/52110-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-document/75478/41953-014-uzb-rrp.pdf
https://www.adb.org/sites/default/files/project-document/75478/41953-014-uzb-rrp.pdf
https://www.adb.org/what-we-do/trade-supply-chain-finance-program/main
https://www.adb.org/sites/default/files/project-documents/53332/53332-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/53332/53332-001-rrp-en.pdf
https://www.adb.org/sites/default/files/publication/182532/adbi-wp564.pdf
https://www.adb.org/sites/default/files/publication/182532/adbi-wp564.pdf
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Program Analysis Diagram for Industry and Trade 

(Small and Medium Enterprise Development) 
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