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FINANCIAL ANALYSIS 
 
1. The financial sustainability of the Skills Development for a Modern Economy Project has 
been assessed on a fiscal and project level basis following the Asian Development Bank (ADB) 
guidelines.1 The skills development system in the country is mainly composed of technical and 
vocational education and training (TVET) for general secondary education graduates who will 
become labor market entrants, and “reskilling” for unemployed job seekers. 2  The financial 
analysis focuses on (i) trends of public expenditure under the “secondary specialized vocational 
education (SSVE)” and “employment policy” budget areas; and (ii) the ability of the Government 
of Uzbekistan to absorb incremental recurrent and periodic capital costs arising from the project. 
As the project is not revenue-earning, financial costs and benefits are not analyzed.   
 
2. The Ministry of Employment and Labor Relations (MOELR) will be the executing agency. 
The MOELR and the Ministry of Higher and Secondary Specialized Education (MHSSE) will be 
the implementing agencies. The total project cost will be $162 million, of which ADB will finance 
$93 million and the government will finance $69 million. The project implementation will last 6 
years from 2021 to 2026. The project will finance 14 professional training centers (PTCs) under 
the MOELR and 6 technical and vocational educational institutions (TVEIs) under the MHSSE, 
with updated equipment and reconstruction and/or renovation of training facilities, among others. 

 
A. Review of Public Financial Context 
 
3. Since 2016, the government has (i) launched large-scale reforms; (ii) increased 
compensation for the poor to minimize the negative impact of structural reforms; and (iii) begun 
financing public needs that were postponed for many years. These actions increased the state 
budget expenditure considerably (by 61.6% in 2018 and 34.3% in 2019 [Table 1]).   

 
Table 1: Consolidated Budget, 2014–2020a  

(SUM billion, current prices) 
  Item 2014 2015 2016 2017 2018 2019 (r) 2020 (f) 

1. CBR  50,146.2 57,341.3 63,943.5 70,061.6 95,469.2 128,188.0 151,468.7 
2. CBE, including  49,407.5 58,658.6 65,704.4 72,416.7 99,376.9 135,944.0 161,102.6 
2.1 Employment fundb 34.5 37.2 39.2 49.1 150.0 434.0 638.0 
2.2 Public works fundc    84.0 570.0 384.0 451.1 
2.3 Migrant support fund     115.0  62.8 
3. BCBd 738.7 (1,317.3) (1,760.9) (2,355.0) (3,907.7) (7,756.0) (17,678.3) 

( ) = negative, BCB = balance of consolidated budget, CBE = consolidated budget expenditures, CBR = consolidated 
budget revenues, COVID-19 = coronavirus disease, r = revised, f = forecast. 
a   Revenues and expenditures of the Anti-Crisis Fund, established in March 2020, are not considered. 
b  The Employment Fund was increased by SUM150 billion in July 2020 considering the anti-COVID-19 measures. 
c  The Public Works Fund was increased by SUM200 billion in July 2020 considering the anti-COVID-19 measures. 
d  The balance of the consolidated budget from 2019 includes foreign debt financed expenditures. 
Sources: Ministry of Finance of the Republic of Uzbekistan; and State Committee of the Republic of Uzbekistan on 
Statistics.  

 
4.       To cover the increased state budget expenditures, the government mobilized additional tax 
revenues through the reforms in 2017–2019 on (i) exchange rate devaluation and price 
liberalization, which increased tax payments from the exporting extractive sector; (ii) an enhanced 
list of value-added taxpayers; (iii) increasing the share of the formal sector; (iv) eliminating most 

 
1  ADB. 2019. Financial Analysis and Evaluation: Technical Guidance Note. Manila. 
2  Uzbekistan has 483 technical and vocational educational institutions (TVEIs) under the Ministry of Higher and 

Secondary Specialized Education (MHSSE); 147 TVEIs under sector line ministries; and 30 TVEIs under the Ministry 
of Employment and Labor Relations (MOELR), to be turned into professional training centers.  

http://www.adb.org/Documents/RRPs/?id=51012-003-3
https://www.adb.org/documents/financial-analysis-evaluation-guidance-note
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tax exemptions; and (v) improving tax administration. The government also launched general 
education and TVET reforms in 2017, by replacing the previous 12-year compulsory education 
(composed of 9 years of general education and 3 years of TVET) with the 11-year compulsory 
education (students who finish Grade 9 can continue until Grade 11, ordo 2 years of TVET, though 
TVET is not mandatory). This economized an estimated 0.3% of gross domestic product (GDP).  
 
5. Implementation of the reforms will require continued revenue mobilization, but the 
coronavirus disease (COVID-19) pandemic has resulted in a drop in revenues. To balance the 
consolidated budget, the government has cut the public sector payroll, rescheduled or postponed 
some investment expenditures and costly reforms, and borrowed from international financial 
institutions. Although the consolidated budget deficits have increased since 2016 (Table 1), the 
public debt–GDP ratio remained at 34.0% and the ratio of debt servicing to consolidated budget 
expenditure was low, at 2.4%, in June 2020.3 With the ongoing public financial management 
reform, the risk of enlarging deficits is expected to be mitigated in the medium to long run.4   
 
6. The state budget expenditure under SSVE was 0.4% of GDP in 2019. Before the TVET 
reform, this share was 1.1% in 2017 (Table 2). Although the reform suspended new enrollment in 
TVET from 2018, it is resuming from academic year 2020/21. However, the number of TVET 
students will be minimal in 2021, at only 7.6% of the peak in 2016. After restructuring the TVET 
sector and ensuring effective linkages with the labor market, the number of TVET students is 
expected to increase.  
 

Table 2: State Budget Expenditure on Secondary Specialized Vocational Education 
Item 2016 2017 2018 2019 2020 (f) 2021 (f) 2022 (f) 

State budget expenditure on 
SSVE (SUM billion) 2,144.0 3,253.7 3,031.7 2,298.3 1,718.5  2,406.0  3,368.4  

Share of the consolidated 
budget expenditure (%)  3.3 4.5 3.1 1.7 1.1 1.3 1.5 

Share of GDP (%) 0.9 1.1 0.7 0.4 0.3 0.3 0.4 

Number of students (’000)  1,483 1,341 989 550 202.3  112.2  244.8  

f = forecast, GDP = gross domestic product, SSVE = secondary specialized vocational education. 
 Sources: Ministry of Finance of the Republic of Uzbekistan; and State Committee of the Republic of Uzbekistan on 
Statistics.   

 
7. State budget expenditure on employment policy has skyrocketed since 2017 (Table 1). 
The government increased this spending in response to COVID-19. However, institutional 
strengthening and capacity building of public agencies on employment policy need to match their 
increase in financial resources. In some cases, this has resulted in inefficient spending. For the 
government’s provision of reskilling services for unemployed job seekers, the key factor for the 
success of any employment-promotion program is the qualitative changes in institutional 
arrangements, the  capacity of the implementing agency, and the competency of its staff. 
 
B. Medium- and Long-Term Budget Framework Estimates 
 

8. Medium-term budgeting has recently been applied in Uzbekistan (the first medium-term 
budget was prepared for 2019–2021), covering a midterm forecast of the consolidated budget, 
the state budget, and the extrabudgetary funds revenues, expenditures, and balance. The 

 
3  Government of Uzbekistan, Ministry of Finance. 2020. Review of Public Debt and its Dynamics of the Republic of 

Uzbekistan as for the First Half of 2020. Tashkent. 
4  The reform includes introducing a comprehensive debt management system (Cabinet of Ministers Resolution No. 

13398), using Debt Management and Financial Analysis version 6 software (developed with assistance from ADB 
and the United Nations Conference on Trade and Development), and applying new annual borrowing ceilings. 

https://www.mf.uz/media/file_uz/davlat_karzi/2020/Ipolug_2020.pdf
https://www.mf.uz/media/file_uz/davlat_karzi/2020/Ipolug_2020.pdf


3 
 

forecast for 2021–2022 is available. Given the impact of the COVID-19 pandemic, the following 
assumptions were used as necessary corrections for the financial analysis: (i) the GDP growth 
rate is 0.5% in 2020, 6.5% in 2021, 6.2% in 2022, 5.5% in 2023–2030, and 4.0% thereafter;5 
(ii) the consolidated budget expenditure from 2023 as a share of GDP is 25.5%, the same as the 
average share during 2020–2022; (iii) the SSVE recurrent expenditure from 2023 as a share of 
GDP is 0.38%, the same as the share in 2022;6 (iv) the share of operation and maintenance 
(O&M) expenditure in the SSVE budget from 2021 is 14.9%, the same as in 2020; 7  (v) 
employment policy-related expenditure as a share of GDP from 2021 is 0.18%, the same as the 
average share during 2019–2020; and (vi) the O&M expenditure’s share in total employment 
policy-related expenditure is 10.8%.8  

 
9. To enhance employment policy implementation, the government aims to increase the 
budget allocation in this area.9 These additional resources will enhance the budget availability in 
the medium term and allow future incremental expenditures arising from the project to be covered. 
 
C. Financial Impact and Sustainability 
 
10. Financial impact. The estimated resource envelope (Tables 3a and 3b) indicates that the 
government will allocate SUM2.4 trillion–5.5 trillion for SSVE and SUM1.3 trillion–2.6 trillion for 
employment policy in 2021–2026. The project’s annual total expenditure will be no more than 
0.19% of the consolidated budget expenditure. For project financing of TVET, the annual share 
is 1.6%–2.7% of state budget expenditure on SSVE. For project financing of reskilling (i.e., 
employment policy-related activities), the annual share is 3.3%–21.7% of the state budget 
expenditure on employment policy (Table 4). The higher shares in 2022–2024 mostly reflect the 
weight of civil works and equipment investments (67.8% of the total project expenditure will be 
spent by 2024), assuming that most of the non-project TVEIs and PTCs are not planned for such 
investments for the same period.10  
 

Table 3a:  Consolidated Budget Forecast Related to Skills Development, 2021–2026 
(SUM billion, current prices)  

Indicator 2021 2022 2023 2024 2025 2026 

GDP 754,033  885,667  1,009,129  1,139,155  1,285,935  1,451,628  
Consolidated budget expenditure 192,336 223,134     257,574     290,762     328,227     370,519  
SSVE expenditures 2,406  3,368         3,838         4,332         4,891         5,521  
   including O&M  360  504            574            648            731            825  
Employment policy expenditure 1,333  1,914  1,824  2,007  2,264  2,555  

   including O&M  144  169  192  217  254  284  

GDP = gross domestic product, O&M = operation and maintenance, SSVE = secondary specialized vocational 
education. 
Sources: Asian Development Bank estimates. 
 
 

 
5  ADB. 2020. Asian Development Outlook 2020 Update: Wellness in Worrying Times. Manila  
6  The forecast for SSVE expenditures is made by excluding stipends and free meals previously provided by the 

government for TVET students but now suspended under COVID-19. If stipends and free meals for professional 
school students were taken into account, the forecast for SSVE expenditures would have a higher value. The SSVE 
expenditure as a share of GDP in 2022 was based on government data. Government of Uzbekistan, Ministry of 
Finance. 2019. Budget for Citizens, 2020. Tashkent. 

7  O&M expenditure includes non-salary recurrent expenditure (e.g., consumables, maintenance, and utilities). 
8  Based on the fiscal data of the Ministry of Finance and the MOELR.  
9  A total of SUM200 billion will be added to the Employment Fund, in addition to the SUM50 billion increase the fund 

received in May 2020 (Presidential Resolution No. 4804). 
10  Government investment in TVEI construction and/or reconstruction has been suspended. Development partners’ 

financing in TVET still needs to pick up, as very few development partners are involved in TVET in the country.  

https://www.adb.org/sites/default/files/publication/635666/ado2020-update.pdf
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Table 3b: Consolidated Budget Forecast Related to Skills Development, 2027–2032 
(SUM billion, current prices) 

Indicator 2027 2028 2029 2030 2031 2032 

GDP 1,638,670  1,849,812  2,088,161  2,357,220  2,623,115  2,919,002  

Consolidated budget expenditure    418,260     472,153     532,990     601,666     669,534     745,057  
SSVE expenditures        6,232         7,035         7,942         8,965         9,976       11,102  
   including O&M           932         1,052         1,187         1,340         1,491         1,660  
Employment policy expenditures        2,882         3,252         3,670         4,141         4,607         5,125  
   including O&M           319            351            396            447            498            554  

GDP = gross domestic product, O&M = operation and maintenance, SSVE = secondary specialized vocational 
education. 
Sources: Asian Development Bank estimates. 

  
Table 4: Financial Impact of the Project on Government Expenditure (%) 

  Ratio 2021 2022 2023 2024 2025 2026 

1 Total project as a share of CBE  0.10  0.13  0.16  0.19  0.08  0.05  

2 ADB financing as a share of CBE 0.01  0.07  0.14  0.16  0.05  0.03  
3 Government funding as a share of CBE 0.09 0.06 0.03 0.02 0.02 0.02 
4 Project TVET component as a share of SSVE budget 1.70  2.05  2.73  1.68  1.95  1.55  
5 ADB financing of TVET component as a share of SSVE budget 0.00  1.19  2.31  1.35  1.63  1.33  

6 Government funding of TVET component as a share of SSVE 
budget 

1.70 0.86 0.42 0.33 0.32 0.22 

7 Project reskilling component as a share of EPE 10.19 10.29 14.44 21.73 4.55 3.26 
8 ADB financing of reskilling component as a share of EPE 0.03 4.50 11.39 18.92 1.88 1.54 
9 Government funding of reskilling component as a share of EPE 10.16 5.78 3.06 2.81 2.67 1.73 

ADB = Asian Development Bank, CBE = consolidated budget expenditure, EPE = employment policy expenditure, 
TVET = technical and vocational education and training, SSVE = secondary specialized vocational education. 
Source: Asian Development Bank estimates. 

 
11. The impact of the project cost on the consolidated budget is not significant, and the 
financial analysis confirms that the government has adequate financial resources to cover the 
expenditure incurred by the project.  
 
12. Financial sustainability. The financial sustainability analysis shows that the government 
can cover the incremental annual recurrent and capital costs beyond the project implementation 
period. It considered the impact of funding the salaries and O&M costs of the PTCs and TVEIs as 
well as the periodic capital costs. The incremental teacher salaries, cost of consumables, and 
maintenance cost (together, the incremental recurrent costs) are based on 2027 levels when the 
project is completed. Starting from 2028, the recurrent costs are indexed to a 7% price escalation 
factor each year. Periodic capital costs are for replacing obsolete equipment and furniture. The 
following life spans of equipment groups apply: (i) information technology equipment, 5 years; 
(ii) solar equipment—batteries (taking up 50% of solar equipment cost), 10 years, and other solar 
equipment, 20 years; (iii) furniture, 10 years; and (iv) other equipment, 18 years (i.e., 7% annual 
replacement, starting from 2028, after 5 years of service).  
 
13. As a proportion, incremental recurrent and periodic capital costs are 0.03%–0.09% of the 
consolidated budget expenditure (Table 5). The TVEI incremental recurrent and periodic capital 
cost is 0.6%–1.4% of the forecast SSVE expenditure, and the PTC incremental recurrent and 
periodic capital cost is 3.6%–9.5% of the forecast employment policy-related expenditures. The 
government has committed to continue O&M of the PTCs and TVEIs after project completion. 
Increased budget allocations to SSVE (expected) and employment policy will help cover the 
incremental costs. 
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Table 5: Financial Sustainability of the Incremental Expenditure  
(SUM billion) 

  Expenditure Item 2027 2028 2029 2030 2031 2032 

1 TVEI incremental recurrent and capital costs 34.0  100.1  52.0  54.3  56.8  81.2  

2 PTC incremental recurrent and capital costs 102.3  309.2  166.9  174.7  183.1  299.3  

3 Incremental recurrent and capital costs 136.4  409.3  218.8  229.1  240.0  380.5  
4 Calculated ratios (%)       

4.1 Incremental recurrent and periodic capital cost as share of 
consolidated budget expenditure (%) 

0.03  0.09  0.04  0.04  0.04  0.05  

4.2 TVEI incremental recurrent and periodic capital cost as 
share of SSVE budget expenditure (%) 

0.55  1.42  0.65  0.61  0.57  0.73  

4.3 PTC incremental recurrent and periodic capital cost as 
share of employment policy-related expenditure (%) 

3.55  9.51  4.55  4.22  3.98  5.84  

PTC = professional training center, SSVE = secondary specialized vocational education, TVEI = technical and 
vocational education and training college. 
Source: Asian Development Bank estimates. 

 
14. Financing incremental operation and maintenance expenditures. Quality service 
delivery requires continuous financing of O&M costs in the project-targeted TVEIs and PTCs. 
From 2021 to 2022, given the government’s plan for resumed enrollment in the TVET system, 
budget allocations to SSVE will increase by 40% annually. Therefore, the increase of the O&M 
budget allocation in real terms is projected to be three times as large as the inflation-related 
increase in the O&M budget allocation. Therefore, the SSVE budget will be enough to easily cover 
incremental O&M costs arising from the project—the incremental O&M costs after project 
completion will be about SUM15 billion annually, while the SSVE O&M budget increase in real 
terms will be about SUM60 billion. Incremental O&M project costs will be about 0.3%–0.4% of the 
SSVE O&M budget allocation during 2028–2032. The PTCs’ incremental O&M costs are also 
within the forecast O&M budget allocation for employment policy: (i) incremental O&M costs 
during project implementation will be 5.0%–14.7% of the O&M budget allocations to SSVE and 
employment policy in 2025–2027 (post-warranty period); and (ii) in the post-project period, the 
incremental O&M costs will be 4.9% of the O&M budget allocations to SSVE and employment 
policy in 2028 and then decline each year to 4.0% in 2032 (the incremental O&M cost of the 
project will be SUM22.4 billion from 2028 to 2032, while the O&M budget allocation to employment 
policy will be SUM553 billion). The decline in the share is because of the expected real-term 
increase in the employment policy budget allocation. In the post-project period, in addition to 
covering the incremental O&M costs arising from the project, the government will allocate an 
annual real-term increase of the O&M budget of SUM6 billion–15 billion for financing other 
initiatives in the employment policy areas. 
 
15. The project’s financial sustainability will benefit from (i) improvements in public financial 
management and procurement practices; (ii) enhancements to institutional capacity to provide 
market-relevant skills development and efficiently manage TVEIs and PTCs (such as inventory 
planning and management); and (iii) exploration of cost-sharing opportunities with enterprises 
(employers), such as contract training. The government’s control of the consolidated budget 
deficits, along with the ongoing public financial management reform, will contribute to the overall 
financial sustainability of the economy, the sector, and the project. Beyond securing the 
government budget allocation, sustainability considerations are built into the project design 
through strengthening of the institutions involved, and promoting collaboration between TVEIs as 
well as PTCs and industry, which will sustain improvements in the sector. Effective collaboration 
with industry could include cost sharing, but this would be unlikely to cover all the incremental 
costs of TVET and repay the investment. The private sector, in collaboration, could help fund part 
of the recurrent expenditure for consumables and/or incentive payments for the best teachers. 


