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EXECUTIVE SUMMARY 

This country assistance program evaluation (CAPE) focused on the Asian Development 
Bank’s (ADB’s) operations in Uzbekistan from their commencement in 1996 to 2004, although 
some developments in 2005 are also mentioned. The CAPE is designed to evaluate the 
performance of ADB operations, rather than to assess the performance of the Government and 
the Uzbek economy. The evaluation was intended to provide an independent analysis of ADB’s 
strategy and program as an input to the preparation of the next country strategy and program 
(CSP) for Uzbekistan. The evaluation of the program is difficult because the program is 
relatively immature with only four projects completed and, of these, only one for a reasonable 
duration.  

Uzbekistan is the most populous of the Central Asian republics and one of two double 
landlocked countries in the world (i.e., surrounded by countries that are themselves landlocked). 
This geographic location means that issues like access to markets, trade facilitation, and 
regional infrastructure are important issues for Uzbekistan. Agriculture has been a mainstay of 
the economy, but the irrigated agriculture system inherited from the former Soviet Union has 
been under stress over the past decade. The country is a major world producer of cotton, as 
well as producing oil and gas, gold, some industrial products, and processed food. However, 
Uzbekistan is one of the poorer republics of the former Soviet Union. The national poverty 
incidence is about 26% with higher levels of poverty existing in rural areas. 

The Government of Uzbekistan has adopted a gradual approach to the transition from a 
centrally planned to a market economy. The objective is to maintain growth so that standards of 
living improve during the transition and to ameliorate the social costs associated with the 
transition. On occasion, various international development partners have expressed frustration 
at what they perceive to be slow progress of reform. Nevertheless, reforms are occurring 
although to outside observers there are uncertainties as to how much, how quickly, and in what 
areas the Government is moving ahead with its reform agenda. Sometimes, implementation of 
approved reform measures is slow and uncertain. Commitment to, and progress with, reform 
differs across sectors. For example, progress has been good in sectors like education and 
transport. However, for much of the evaluation period, the enabling environment for private 
sector development was weak. The Government recognized this problem and several regulatory 
documents were adopted in 2005 aimed at furthering the development of the private sector. 
More generally, governance needs considerable attention as the transition from a centrally 
planned to a market economy entails a fundamental change in the system of governance. This 
situation presents a challenge to ADB as it formulates its strategies and implements its program 
in Uzbekistan. 

ADB’s operations in Uzbekistan began with an interim operational strategy prepared in 
1996. A full country operational strategy (COS) followed in 2000, which was thereafter 
supplemented by country strategy and program updates (CSPUs). Initially, progress was slow 
as the Government familiarized itself with ADB policies and procedures. Annual loan approvals 
averaged just over $90 million between 1996 and 2005. In that period, 21 loans were approved, 
totaling $914.7 million. Uzbekistan is the 14th largest borrower from ADB and the largest 
borrower in Central Asia. It has received about $30 million in technical assistance (TA). The 
principal focus of the program has been on infrastructure and utilities, education, agriculture, 
and various lines of credit. 

Detailed evaluation of the program was possible for only limited parts of it. As the 
portfolio is not mature, it is generally too soon to be able to state confidently what the program’s 
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impacts and how sustainable ADB operations will be. Information available though, despite a 
level of uncertainty, indicates the program has encouraged the case for reform in some areas; 
achieved impacts in basic education and transport; and that ADB has been an effective 
apolitical player which has built up a degree of trust with the Government of Uzbekistan. 
Numerous officials advised the evaluation team that relationships with ADB are excellent and 
that ADB is the preferred development partner. 

The CAPE has focused on ADB’s operational strategy in Uzbekistan and its 
implementation through sector strategies and operations. It also examined how the strengths of 
ADB were put into effect and how well the relationship between ADB and the Government of 
Uzbekistan was managed. A broad conclusion was that ADB is well positioned to continue to 
occupy a close and trusted working relationship with the Government, a position that should 
give it some leverage to support Uzbekistan’s reform agenda and, through these activities, 
make a contribution to some of its own corporate objectives. 

The country strategies contained in the interim operational strategy and COS were 
assessed as being between satisfactory and highly satisfactory. This assessment was based on 
the strategies’ application of ADB’s comparative advantages in respect of transition economies, 
a focus on a limited and manageable set of areas that were generally defensive in nature (in the 
sense of arresting decline that, if not tackled, would have seriously affected the incidence of 
poverty), and the approach to government ownership through exposing officials to best practice 
(considered in the Uzbek context to be more likely to be effective than a more donor-driven 
agenda). The strategies contributed to two pillars (economic and social development) of ADB’s 
poverty reduction strategy. For the more difficult challenge of governance, however, the 
strategies were largely bereft of deep insight and left this important area largely untouched, 
other than in a narrower sense of capacity development in some areas. Given that ADB’s 
medium-term strategy identifies weak institutions as the largest constraint to growth and 
development, this omission threatens the eventual effectiveness of the program. Capacity 
building is particularly important in Uzbekistan since, at the time of independence, it was one 
republic in a much larger union and did not have national institutions to manage a market 
economy. 

Although ADB’s core program was in line with the broad strategic outline in the COS, in 
recent years an increasing number of interventions strayed from it, giving the program an 
appearance of drift. The CAPE considered that recent CSPUs did not adequately document or 
justify the changes introduced as ADB tried to respond to emerging Government priorities. The 
CAPE found that consistency between the program and the strategy could have been stronger. 
As a consequence, the program became more diffuse, less focused, and potentially more 
difficult to manage given the resource constraints of ADB and its Uzbekistan Resident Mission 
(URM). Going forward, the implication is that more effort is needed in program management to 
stay focused on the strategy identified in the CSP. The Government is concerned that since 
there are development needs in all sectors, an excessive concern about focus may limit ADB’s 
ability to respond to emerging Government priorities. The reality is that in economies in 
transition, the pace of reform proceeds unevenly across sectors and new opportunities for 
ADB’s strategic involvement do emerge. Skill will be needed in balancing these two forces: the 
need for focus and the ability to respond to new opportunities. In the view of the evaluation 
team, the key will be for ADB to be committed to a long-term involvement in a new area and to 
be able to commit the required expertise and resources. These issues and the benefits and 
tradeoffs of increasing ADB involvement in a new area and reducing involvement in others 
should be clearly documented in subsequent CSPUs. 
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The strategies had weaknesses at both country and sector levels. Clear objectives were 
not always established. While a results orientation was not typical of ADB strategies at the time 
the strategies were drafted, a greater degree of objective clarity could have been attempted. Its 
absence made priority setting difficult and introduced a tendency for decisions about resources 
being made principally as inputs. An absence of objectives made the monitoring and evaluation 
of strategy and program effectiveness more difficult. 

The CAPE evaluated the overall program as satisfactory based on the criteria of 
relevance and efficacy. The criteria of efficiency and sustainability could not be evaluated 
because of the immaturity of the program. Of the sectors that ADB was engaged in, the 
programs in education were generally impressive and in both transport and agriculture 
performance was generally satisfactory. The experience with basic education showed the value 
of continuity of engagement and a well-established relationship based on trust in a sector 
receptive to reform. The performance in the transport sector would have been better, but for one 
road project, which was cancelled because of Government disagreements with the policy 
conditions related to its implementation and concerns that the anticipated cross border traffic 
may not develop as envisaged. The CAPE found ADB’s work in the area of private sector 
development to be weak. There was a concentration on lines of credit through Government-
owned banks, but these experienced problems. Although these projects were consistent with 
Government priorities, there were risks that ADB should have foreseen in providing lines of 
credit early in the reform process and at a time when future significant exchange rate 
adjustments were likely. It would have been more appropriate to have prioritized working on the 
enabling environment for private sector development. One issue that will need to be addressed 
during the formulation of the CSP will be ADB’s role, if any, in the financial sector. The 
Government would like ADB to explore innovative ways of providing financing to the emerging 
private sector, particularly small- and medium-sized enterprises, and financing for housing of the 
rural poor. Based on the CAPE’s assessment, the operations in the financial sector, with the 
possible exception of microcredit, have not been a strength of ADB’s operations in Uzbekistan. 

The CAPE’s evaluation of the relevance and efficacy of individual project designs found 
most to be better than average on each criterion. Two projects were cancelled: the road project 
referred to above and a regional power transmission modernization project because of 
difficulties of signing regional power trade agreements, a condition of loan effectiveness. 
Considerable difficulties were also encountered with a policy-based loan in the education sector 
development program. In this case, the difficulties were caused by conditionalities that related to 
broad International Monetary Fund concerns that ADB imposed after the documents were 
circulated for Board consideration. Regional cooperation, through the ADB-associated Central 
Asian Regional Economic Cooperation group, shows promise for which ADB can take credit. 
However, experience has shown that negotiating agreements between countries is often a 
lengthy process. The Government appreciates ADB’s leading role in the area of regional 
cooperation, would welcome more initiatives, and felt that regional projects should be in addition 
to the indicative planning figure for any particular country. 

Among key issues identified by the CAPE was the need to strengthen the link between 
the strategy and the program. There were weaknesses in the strategic management of the 
program. There was also a lack of detailed sector analysis. The CAPE highlighted the need for 
greater focus and selectivity. Because ADB and governments tend to be organized on sector 
lines, focusing on a limited number of sectors and aligning ADB resources accordingly is more 
likely to achieve development results than a superficial engagement in a large number of 
sectors. As a general proposition, it is likely that ADB would have a better portfolio if it focused 
on those sectors in which it has a proven track record. For Uzbekistan, the CAPE identified 
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education, transport, rural development, rural water supply, and regional cooperation as such 
areas. Past performance is not the only factor that should be considered when determining 
sectoral priorities. Government priorities, changing economic circumstances, the openness to 
reform, the emerging role of the private sector, and the programs and priorities of other donors 
must also be considered. The number of sectors that ADB can engage in is partly determined 
by the size of its program. Development needs exist in all sectors in a country. But the issue 
comes down to prioritization, taking into account ADB staffing and budgeting constraints. 

The CAPE also highlighted the need and potential for creating greater synergies in ADB 
operations. Three of the CAPE findings illustrate this issue: (i) lack of geographic focus (e.g., 
outcomes could have been improved by providing physical and social infrastructure or 
supporting rural development in areas where support had already been provided for strategic 
priorities such as capacity building for governance); and (ii) failure to address strategic themes 
across operations systematically (e.g., many utilities needed to such address such issues as 
commercialization, financial management, tariffs, cost recovery, and human resource 
development), which could have been addressed by identifying such themes in CSPUs. 

The 2005 Paris Declaration on Aid Effectiveness requires donors to increase their 
partnerships and harmonize their actions. The local donor community reported good working 
relationships with URM on sharing information and operational coordination. There have also 
been some instances of cofinancing of ADB projects. Representatives of local donors indicated 
that constraints in the operational realities in the country and differing donor agendas and 
approaches to Uzbekistan limited opportunities for a higher level of donor partnerships (e.g., 
joint strategies, sector-wide approaches, joint approaches to policy dialogue). Feedback from 
selected, economic related nongovernment organizations indicated an appreciation from past 
opportunities to be involved in ADB operations and a desire for greater involvement in the 
future. Civil society can play a role in helping to monitor impact of ADB operations on intended 
beneficiaries.  

Of particular concern in the CAPE is the need to develop an ADB governance strategy 
for Uzbekistan. The role of government is changing, and the private sector and civil society will 
play more prominent roles in Uzbekistan. Many of the constraints and associated requirements 
for capacity and institution building identified in the CAPE at the macro and sector levels and the 
need to build enabling environment for private sector development may be broadly classified as 
governance issues. Given that governance is a broad and sensitive topic, ADB needs to select 
a strategic governance agenda in Uzbekistan carefully, based on an open and frank discussion 
with Government. The challenge will be to identify parts of the governance agenda in which the 
Government wishes to engage with ADB. TA is likely to play a key role in supporting ADB’s 
activities in the area of governance. The CAPE found evidence of client satisfaction and positive 
outcomes under some TA projects. However, weaknesses were also identified, raising 
questions about the usefulness, impact, and sustainability of some outputs. Problems included 
poor strategic TA program management, lack of local knowledge reflected in the design of TA 
projects, overambitious objectives and terms of reference, and lack of ADB supervision and 
follow-up to enable outputs to be turned into outcomes. The last particularly affected policy 
development and developing management capacities. TA was not sufficiently linked to the 
lending program. 

ADB needs to build on its reputation with the Government by becoming a more effective 
partner in policy dialogue. ADB needs to take a long-term view of transition, recognizing the 
need to support the timing and sequencing of the Government’s reform program. Uzbekistan 
has followed a more gradual, longer term approach to reform than advocated by proponents of 
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the “big bang” path to transition. In providing policy advice to the Government, ADB should draw 
on its experience with transition economies, particularly those that have successfully used a 
gradual approach. In all of this, and other issues raised, the URM should have a critical role 
although the CAPE considered that at present URM does not have enough resources to play an 
optimal role. URM needs to be strengthened after a review of URM’s staffing in relation to its 
optimal role, the scope for delegation of broader responsibilities, and its capacity to undertake 
more intense policy dialogue Feedback from the Government indicated a high degree of 
satisfaction with the URM and a general feeling that URM was more responsive and provided 
better services to the client than did staff based in ADB headquarters. Relative to ADB 
headquarters, the evaluation team believes that if properly staffed, URM has a competitive 
advantage in the following areas: government relations and identifying strategic areas for ADB 
involvement, economic analysis and monitoring, strategy formulation and programming, portfolio 
management, loan and TA supervision, and partnering with other development partners and 
civil society. 

The CAPE’s principal recommendations for consideration by ADB are as follows: 
(i) Strategy formulation and program management need to be improved by 

(a) strengthening the relationship between the strategy and the program during 
the CSP period; (b) increasing sector focus and selectivity; (c) developing 
synergies in ADB’s operations by adopting a more systematic geographic focus 
and mainstreaming a number of strategic themes across sectors and operations; 
and (d) building stronger partnerships with other donors. 

(ii) The next CSP should identify niches where the Government would welcome ADB 
playing a leading role in helping the transition to a market economy by 
strengthening the governance system. 

(iii) ADB should improve the management of the TA program and the results 
achieved by (a) programming TA strategically rather than in an ad hoc fashion; 
(b) improving the link between TA and lending programs; (c) strengthening 
country ownership by identifying strategic topics of interest to the Government; 
(d) emphasizing the achievement of TA results rather than the production of TA 
reports; and (e) improving TA supervision and the management of consultants 
working on TA projects. 

(iv) ADB should become a better development partner by avoiding the imposition of 
ADB-driven conditions and taking a long-term view of Uzbekistan’s transition to a 
market economy. In policy dialogue, ADB should (a) listen to the client so it can 
clearly understand its needs, constraints, and local conditions; (b) build 
confidence by providing world class expertise; (c) diagnose before prescribing 
policy advice; and (d) provide frequent follow up to support the evolution of policy 
reform and its implementation. 

(v) The CSP should define a larger role for the URM, building on its proven 
strengths, and revise the balance of resources between the URM and ADB 
headquarters so that the URM is adequately resourced. 

 
 
 

Bruce Murray 
Director General 

        Operations Evaluation Department 
 



  

 

 

 

 



 

 

 

I. BACKGROUND 
 

A. Country Context 
 

1. Geographic and Economic Background 
 
1. Uzbekistan is one of two double landlocked countries in the world (i.e., surrounded by 
countries that are themselves landlocked). Because of the double landlocked nature of the 
country, issues like access to markets, trade facilitation, and regional infrastructure are 
important issues for Uzbekistan. It is situated along the ancient trade route known as the Silk 
Road. Uzbekistan’s location, including its proximity to Afghanistan, its good transport system, 
and its relatively large population make it of significant strategic importance. The Syr Darya and 
Amu Darya rivers provide access to water resources, the former flowing through four, and the 
latter through three, neighboring countries. Both rivers drain into the Aral Sea, which is 
disappearing as river flows diminish with serious environmental consequences (Map), and 
require trans-boundary management. 
 
2. Uzbekistan covers 447,400 square kilometers (km2). It has three zones: a desert, 
steppe, and semi-arid region; fertile valleys; and mountainous areas in the east with peaks 
reaching 4,500 meters. About 11% of the land is arable and 4.4 million hectares (ha) are 
irrigated. 
 
3. Uzbekistan’s total population is 26 million,1 which makes it the most populous country in 
Central Asia. The average population density of 58 people per km2 conceals the fact that 60% of 
the population lives in a few densely populated areas, such as the Fergana Valley where the 
population density is 280 people per km2. The population is young, with a median age of 
22 years. About 80% is Uzbek with the remainder falling into the following population groups: 
Russian (6%), Tajik (5%), Kazakh (3%), Karakalpak (3%), Tatar (2%), and others (1–2%). 
 
4. In 2004, the composition of gross domestic product (GDP) at current factor cost was 
31% agriculture, 20% industry, and 49% services.2 The total labor force is estimated at 
9.9 million people, with the agriculture sector being the major employer.3 Uzbekistan is a major 
cotton producer (the fourth largest in the world);4 it produces oil, natural gas, gold, chemicals, 
and machinery; and it has some textile and food processing industries. Key economic indicators 
are presented in Appendix 1. 

                                                 
1 July 2004 estimate. 
2 The Government of Uzbekistan does not fully disclose economic and statistical information. Published economic 

data are often unreliable. For example, the World Bank’s Public Expenditure Review of the Republic of Uzbekistan, 
2004 stated “in some areas, such as cotton growing and gold mining, the lack of publicly available information 
hinders the evaluation of public financial flows.” The International Monetary Fund’s (IMF’s) report on Recent 
Economic Developments, 2000 stated “the Fund staff and other independent observers have, in the past, raised 
questions about the reliability of official statistics, especially concerning the measurement of changes in consumer 
prices and real GDP.” Part of the problem stems from a statistical system that was formerly based on that of 
centrally planned economies and differs significantly from those used in market economies. 

3 Employment data are from the IMF country data. The agriculture sector remains the biggest employer, although 
employment declined from 41% of the labor force in 1995 to 31% in 2004. The industrial sector has employed 
around 13% of the workforce over the past 10 years (1995–2004). Employment in the construction sector 
increased from 6% in 1995 to 8% in 2004. Among the service sectors, employment in transport and 
communications (4.1–4.7%) and trade (8.3–8.7%) showed only slight increases, while other services (including 
housing, health, education, credit and insurance, and management services) accounted for 22–25% of the labor 
force between 1995 and 2004. 

4  Depending on their outcome, the conclusion of the ongoing Doha round of World Trade Organization’s 
negotiations regarding cotton and other agriculture products may have important implications for Uzbekistan. 
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2. History and National Development Policies5 
 
5. Russian influence in Central Asia started in the second half of the 19th century and was 
consolidated when the Soviet Union was formed. At the time, the region was known as 
Turkestan and encompassed a number of areas that subsequently became separate republics 
within the former Soviet Union and independent countries when the Soviet Union broke up. 
During the 1960s and 1970s, Uzbekistan’s irrigated agriculture sector expanded; cotton 
production intensified; and industrial investments were made in cotton processing, 
manufacturing of agriculture machinery, agro-industries, and other light industries. Significant 
investments in education and health ensured high coverage, which compared favorably with 
that in countries with similar income levels. Nevertheless, Uzbekistan was one of the poorer 
republics in the former Soviet Union. There are still significant pockets of poverty and the 
national poverty incidence is estimated at 26.2%.6 
 
6. Uzbekistan became independent in 1991. Like other former Soviet Union states, it 
immediately faced economic difficulties with the breakup of a centrally planned system that 
secured intra-Soviet Union trade at set prices, led to subsidies from Moscow, determined costs 
for wages and investments, and ensured the flow of inputs and outputs. These changes cut the 
country off from its established import and export chains and financial flows. Uzbekistan 
inherited central planning as a system of government, and had little exposure to other systems 
of government nor experience of policy development. The Asian Development Bank’s (ADB’s) 
medium-term strategy (MTS) identifies weak institutions as the largest constraint to growth and 
development in the Asia Pacific region. Capacity building is particularly important in Uzbekistan, 
since at the time of independence, it was one republic in a much larger union and did not have 
national institutions to manage a market economy. 
 
7. Uzbekistan’s approach to reform has been gradualist. Despite the frustrations expressed 
by some international observers, it is clear that reforms are occurring. In the financial markets, 
some market distortions have been reduced, the exchange rate of the sum has been allowed to 
find a market-based level, the sum has moved toward convertibility, the taxation system has 
been reformed, business registration has been streamlined, the scope of inspections has been 
reduced, and quotas for wheat and cotton have been cut. There have also been significant 
reforms in a number of sectors. Despite this progress, many more reforms will be required 
before Uzbekistan becomes a full market economy. 
 
8. During the evaluation period, some observers concluded that Uzbekistan lacked a clear 
statement of government priorities within a clear development framework. The Welfare 
Improvement Strategy (an interim paper has been prepared) should help to clarify government 
priorities to international observers.7 Reforms tend to be introduced in a piecemeal way with little 
attention to adjusting sector policies to take advantage of their impacts. Policies are changed 
through acts and various levels of decree, but often there is insufficient follow up, particularly at 
the local level, to ensure effective implementation. For example, the change to the official 
management of cotton production has not resulted in farmers becoming free to determine what 
crops to sow on their land. Policy changes are not always funded appropriately, which 
sometimes has a negative impact on their effective implementation. 
                                                 
5 This section is based on reports of the Asian Development Bank (ADB), European Bank for Reconstruction and 

Development (EBRD), International Crisis Group, IMF, and World Bank. 
6 ADB. 2005. Uzbekistan Country Poverty Analysis. Manila. 
7 This document, prepared by the government in broad consultation with stakeholders and development partners, 

was made publicly available in 2005. ADB, United Nations Development Programme (UNDP), and the World Bank 
actively supported the Government in the preparation of the Welfare Improvement Strategy. 
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B. Evaluation Purpose, Methodology, and Criteria 
 

1. Objective 
 
9. This country assistance program evaluation (CAPE) was requested by the East and 
Central Asia Department (ECRD). The CAPE will provide inputs into the preparation of the 2006 
country strategy and program (CSP). The objective of a CAPE is to assess the development 
effectiveness of ADB country strategy and assistance programs during the 1996 to 2004 period, 
derive lessons, and make recommendations for more effective future programs. The CAPE is 
not an evaluation of the Government of Uzbekistan (GOU) and its management of the economy. 
The analysis is intended to provide evaluative information on ADB’s experience in Uzbekistan 
from 1996 to 2004. The results will support the process of making strategic choices and setting 
priorities in the new CSP by assessing the contributions ADB has made to the development 
process in Uzbekistan. 
 

2. Methodology 
 
10. The methodology followed the conventional Operations Evaluation Department (OED) 
approach of document examination: preliminary issue formulation; data collection in the field 
through surveys, questionnaires, interviews, focus group sessions; and inspections of project 
implementation. This led to a refinement of the issues, testing of the issues with the Uzbekistan 
Resident Mission (URM) and then with ECRD, and, finally, formulation of findings. The 
methodology is elaborated on in Appendix 2. The findings and conclusions were reviewed with 
the Government before finalization. 
 
11. The CAPE team kept the CSP team informed of progress and findings, which welcomed 
feedback and was able to adjust its views as a result of comments received. While the CAPE 
presents an independent view of the Uzbekistan strategy and program, the collaborative 
approach to the evaluation and positive support provided by ECRD were a useful foundation for 
the evaluation. Much of the evidence presented in this evaluation would not have been possible 
without the generosity of Uzbekistan government officials who were prepared to take time away 
from their ongoing responsibilities to respond to the evaluation team’s questions. 
 

3. Criteria 
 
12. As ADB’s Uzbekistan program started in 1996, the portfolio is relatively young. Only four 
projects have been completed and none have been independently evaluated by OED. Three 
advisory technical assistance (ADTA) grants have been evaluated. Consequently, there is little 
detailed evaluation of any part of the program. Most of the program is still work in progress and 
it is generally too soon to be able to state confidently what its impacts will be. Sufficient 
information is available, however, to be able to predict that, despite a level of uncertainty, the 
program generally has successfully encouraged and advanced the case for reform; that it has 
achieved impacts in basic education, transport, agriculture, and some areas of finance; and that 
ADB has been an effective apolitical player in a development arena in which political agendas 
influence the programs of some other donors. 
 
13. As the Uzbekistan program is not yet mature, this evaluation focused on strategy and 
how it has been implemented through sector strategies and operational interventions, principally 
through investment loans and technical assistance (TA). It also examined how the strengths of 
ADB had been marshaled and applied and how skillfully the relationship between ADB and the 
Government had been managed. From this examination, the Operations Evaluation Mission 
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(OEM) considered that ADB is well positioned to continue to occupy a close and trusted working 
relationship with the Government. This should give ADB some leverage to more effectively 
support Uzbekistan’s reform program and to make a contribution to its own corporate objectives. 
 

II. CONTEXT FOR COUNTRY STRATEGY 
 
A. ADB’s Corporate Objectives 
 
14. CSPs need to be able to demonstrate their contribution to the overall corporate 
objectives of ADB. Appendix 3 summarizes the main corporate objectives of the three pillars of 
economic and social development and governance supporting the overarching goal of poverty 
reduction. ADB’s poverty reduction strategy is implemented through the long-term strategic 
framework (LTSF) 2001–20158 and the MTS.9 
 
B. ADB’s Comparative Advantage 
 
15. ADB’s comparative advantage in Uzbekistan should be an important driver of the 
country strategy. However, ADB’s competitive advantages are not formally identified or 
examined in any document. The final report of the Independent Review Panel on ADB’s 2002 
reorganization indicated that there had been no systematic discussion of the unique strengths 
and advantages of ADB. Comparative advantage has to be inferred from what developing 
member countries (DMCs) say are the comparative advantages of ADB and from successful 
areas of ADB activity which remain in demand. The following six comparative advantages of 
ADB are recognized in Uzbekistan.10 
 

1. Sectoral Strengths 
 
16. In transition economies, ADB has a significant comparative advantage in education. It 
has conducted successful programs in Cambodia and Mongolia, among others, particularly in 
program planning and delivery. The education sectors in these DMCs have been selected to 
pilot a study of lessons to be applied in future ADB support for results-based management in 
sector agencies.11 ADB was made the lead donor for education in Uzbekistan, an implicit 
recognition of this advantage. 
 
17. A second area of general comparative advantage is infrastructure development, 
particularly in transport and energy, an area in which ADB has built its reputation. Projects in 
these two sectors have been markedly more successful than those in other sectors, averaging 
an 82.7% and 80.9% success rate compared with an average 63.1% for the whole portfolio.12 
As with education, ADB has a core of in-house expertise which is valued for its capacity to make 
best practice available to governments. 

                                                 
8 ADB. 2001. Moving the Poverty Agenda Forward in Asia and the Pacific: The Long-Term Strategic Framework of 

the Asian Development Bank (2001–2015). Manila. 
9 ADB. 2001. Medium-Term Strategy (2001–2005). Manila. 
10 Raised by government officials in interviews with the OEM. 
11 ADB. 2002. Technical Assistance for Strengthening Results-Based Management for Sector Agencies. Manila (TA 

6089-UZB, for $250,000, approved on 19 December). 
12 ADB. 2005. Annual Evaluation Review, Operations Evaluation Department. Manila. 
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2. Technical Assistance 
 
18. TA projects enable ADB to provide international and domestic consulting advice to 
governments so they can address specific problems. They are linked to its sectoral expertise 
and have the potential to position ADB so it can engage in policy dialogue with DMCs and to 
build capacity to improve the management and planning of government business. 
 
19. TA enables ADB to support investment loan initiatives with advice about policy, 
management, institutional capacity, and other issues, as well as providing practical support to 
strengthen management. Used skillfully, such support helps maximum benefit to be derived 
from project interventions. 
 

3. Knowledge of Transition Economies 
 
20. ADB has built up considerable experience in transitional Asian countries, starting with its 
work in the People’s Republic of China (PRC) and including DMCs in the Greater Mekong 
Subregion, Mongolia, and most recently, the Central Asian republics (CARs). While the scope of 
the World Bank’s programs in transitional countries is greater, ADB’s particular concentration on 
Asia provides it with a set of insights and development experience particular to the region. 
However, there is not yet a system in ADB to enable information about economies in transition 
to be shared across organizational units to maximize its advantage through knowledge 
management. 
 

4. Subregional Leadership 
 
21. ADB has successfully developed a niche to support regional cooperation and integration 
for development. The approach to subregional cooperation has given priority to subregional 
programs. It has an apolitical approach that enables it to provide support free of an overriding 
political agenda. This enables issues to be considered from a regional policy and technical 
perspective, leaving participating DMCs to consider them from their own political perspectives. 
The Greater Mekong Subregion, for example, has provided valuable experience and resources 
required to encourage subregional cooperation. This experience is guiding the development of 
the Central Asian Regional Economic Cooperation (CAREC) group. 
 

5. Asian Sensitivities 
 
22. ADB is an Asian organization operating in an Asian way and is well aware of Asian 
sensitivities. Consequently, where sensitivities are likely to be acute, like policy reform and 
governance, ADB is well placed to approach the issues in a constructive way in which dialogue 
is maintained and doors are not closed prematurely. In Uzbekistan, ADB is perceived as an 
apolitical organization which makes the advice it gives, particularly regarding reform issues, 
more credible. 
 

6. Local Presence and Client Relationship 
 
23. ADB has established a resident mission in Uzbekistan. This has had a marked, positive 
impact on its capacity to manage its client relationships effectively, as well as its dealings with 
the in-country donor community. 
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C. Background on the Economy 
 
24. Uzbekistan’s output record for 1991–1997 has been described as exceptional by the 
International Monetary Fund (IMF).13 Compared with the Baltic countries, the Russian 
Federation, and other countries of former Soviet Union, Uzbekistan had the lowest decline in 
official output, its recession was mild, and it resumed moderate positive growth in 1996. This 
was later than early reformers such as the Baltic countries, Kyrgyz Republic, and Azerbaijan, 
but before the Russian Federation, the Ukraine, and other countries of the former Soviet Union, 
where output continued to stagnate and, in some cases, to decline. 
 
25. In 1991, Uzbekistan had some fundamental advantages over other new states. It was 
only loosely incorporated into the Soviet military-industrial complex and it specialized in the 
production of cotton, gold, and other natural resources. After the collapse of the Soviet Union, 
these products could be directed more easily than industrial products to international markets. 
They could be sold for hard currency or could substitute for hard currency imports. Because of 
its energy reserves, Uzbekistan was self-sufficient in energy. These resources have become 
increasingly important with the current record high oil prices. Uzbekistan’s hard currency 
reserves have enabled foreign exchange and import constraints to be gradually relaxed. In 
1998, the IMF concluded that, to a large degree, the mildness of the recession could be 
attributed to Uzbekistan’s lack of industrialization, the favorable impact of cotton on its economy, 
and its self-sufficiency. A more gradual approach to reform may also have been a contributing 
factor. 
 
26. The Government’s early development strategy stressed social responsibility. Its strategic 
objectives included the following: 

(i) achieving economic independence by reducing imports through import 
substitution, including ensuring energy and food self-sufficiency; 

(ii) diversifying the economy from its focus on raw materials toward a more modern 
and competitive industrialized structure through domestic and foreign investment 
in priority sectors; 

(iii) increasing Uzbekistan’s export potential and foreign exchange reserves and  
stabilizing the currency; and 

(iv) expanding employment opportunities and raising living standards.14 
 
27. During much of the evaluation period, the Government’s investment policy favored 
industrial development and import substitution, prioritizing investment in technologically 
advanced consumer goods such as automobiles and electronic goods, and in the management 
of natural resources. The Government maintained control over large parts of the economy, 
including the two most important agricultural crops, cotton and wheat, and provided extensive 
support to state-owned enterprises (SOEs) to keep them operational. Regulation, particularly of 
small- and medium-sized enterprises (SMEs), was extensive and, as with agriculture, was 
accompanied by heavy taxation, restrictions on cash withdrawals and access to foreign 
exchange, and privileged access to bank accounts by government agencies which had the 
power to withdraw funds for amounts deemed owing to the Government. Presidential Resolution 
147 was adopted in 2005 to address some of these issues by guaranteeing uninterrupted 
provision of cash payments from deposit accounts in banks. With the strengthening of the 
country’s foreign exchange position, the Government and the Central Bank implemented a 

                                                 
13 IMF. 1998. Republic of: Uzbekistan, Recent Economic Developments. Washington, D.C. 
14 Karimov, I. 1993. Building the Future: Uzbekistan, Its Own Model for Transition to a Market Economy. Tashkent; 

and Karimov, I. 2003. Uzbekistan: Along the Road of Deepening Economic Reform. Quoted in World Bank Country 
Economic Memorandum. 
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number of measures to liberalize the domestic and foreign exchange markets. The conversion 
of sums to foreign exchange for enterprises and organizations is now done on a more timely 
basis. 
 
28. Concern about Uzbekistan’s foreign exchange reserves led to a reversal of its 
liberalization policies in 1996; a tightening of foreign exchange controls and the imposition of 
trade restrictions, including import tariff increases; and the introduction of an import registration 
scheme. In 1997, a multiple exchange rate regime was introduced. The overvalued currency 
disadvantaged export industries like cotton and gold, while industries importing capital and 
priority consumer goods were effectively subsidized. The difference between the official 
exchange rates and the unofficial market rate rose to 100% in 1996 and to more than 400% by 
late 1999.15 These policies placed Uzbekistan toward the bottom of transition countries for such 
indicators as “state of transition,” “economic freedom,” and “private sector development.” In 
2003, Uzbekistan adopted IMF’s Article VIII. Around 30 regulations on foreign exchange were 
abolished as was the multiple exchange rate regime. The Government now recognizes that 
ensuring conversion without limitation/restrictions facilitates the stable functioning of the foreign 
exchange market. 
 
29. During 1998–1999, the Uzbekistan economy experienced three serious of external 
shocks. The economic crisis in the Russian Federation had a severe impact on Uzbekistan’s 
principal export market; the average price of cotton declined by 20% (and following a poor 
harvest in 1997, the value of cotton exports declined by 44.5%); and the price of gold fell, 
leading to an 11% decrease in the value of exports. As a result, the value of Uzbekistan’s 
exports fell by 22% in 1998 and by a further 8% in 1999.  
 
30. The Government responded to these external shocks in an ad hoc way, rather than 
through a comprehensive reform program to improve the macroeconomic policy environment. 
To attract foreign direct investment, an ambitious privatization program was announced in 1998, 
but investment has been slow to materialize because of the absence of reforms to the broader 
business environment, which remains unattractive. Foreign direct investment in Uzbekistan has 
been limited in comparison to the investment inflows to other former Soviet Union countries. 
Although foreign direct investment increased by $187 million in 2004, it still comprised only 
1.6% of GDP.16 In 1998, a presidential decree required that government ownership in 
commercial banks be reduced to no more than 50% by the middle of 1999, but progress on 
implementing this has been slow. Agriculture continued to be regarded as a source of informal 
taxation and to provide resources for investment in other sectors of the economy, particularly 
industry. Implicit taxes through suppressed cotton and wheat prices were equivalent to 10% of 
GDP in 2004.17 It is estimated that the average tax rate on cotton and wheat farmers amounted 
to about 75% of their gross income. Despite these transfers, industrial growth has remained low, 
averaging 1.7% for the period 1996–2001. Numerous constraints remain, in particular lack of 
access to assets and resources, which hamper the development of industries. In agriculture, 
government control remains strong through informal direction of planting and control over 
resource flows to and from farms for the main crops (e.g., cotton and grain). According to the 
World Bank, the pervasive role of the state and marginalization of the private sector has 
significant costs for efficient resource allocation and growth.18 
                                                 
15 IMF. 2000. Republic of Uzbekistan: Recent Economic Developments. Washington, D.C. 
16 IMF. 2005. Republic of Uzbekistan – Staff Report for the 2005 Article IV Consultation. Washington, D.C. Although 

they quote different figures, data from both the 2004 World Investment Report and official Government statistics 
also indicate that foreign direct investment increased substantially in 2004. 

17 ADB. 2005. Main Report, Agriculture Sector Review and Planning. Manila. 
18 World Bank. 2003. Country Economic Memorandum. Washington, D.C. 
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31. By the end of 1998, 49% of Uzbekistan’s external debt was owned by major enterprises, 
which also accounted for 86% of the onlending of commercial banks. The IMF has estimated 
that enterprises in industry, transport, construction, and agricultural marketing were very 
exposed to foreign exchange risk, while those in trade and agriculture would benefit from 
currency depreciation. Foreign exchange reserves have been maintained at 4–5 months import 
coverage since 1997, while the official exchange rate was devalued by 125 times between 1994 
and 2002. 
 
32. In the period 1991–2001, formal employment declined (footnote 3). However, during this 
period, the government sector grew and 36% of employment in the formal sector is government-
financed. The average monthly wage of $41 is lower than those in the neighboring Kyrgyz 
Republic ($55) and Kazakhstan ($120). 
 
33. Since 2000, the Government has taken steps to address macroeconomic distortions. 
The exchange rate has depreciated substantially and the foreign exchange market has been 
liberalized. Budget deficits have been reduced, and there has been a large decline in 
investments in SOEs. The external debt-service ratio reached just over 25% in 2000 and 2001 
but declined to 17.5% in 2004. Official figures show that GDP growth averaged about 4% for the 
period 1998–2003 and increased to 7.7% in 2004, led by strong growth in trade, favorable 
weather for agriculture, and increased productivity of privatized farms. However, Uzbekistan’s 
growth strategy of import substitution supplemented by external borrowings has not produced 
the required increase in exports. Between 1994 and 2002, export growth was stagnant. 
However, since 2002, exports have grown at an average of 17% per annum. In 2004, exports 
increased by 31.6%, outstripping import growth of 27.3% and leading to a current account 
surplus of 10.1% of GDP. 
 
34. One consequence of the country’s changed economic circumstances is that, until 2004, 
consolidated budget revenues shrank, resulting in significant cuts to government expenditures. 
Consolidated budget expenditures, including those funded by extra-budgetary resources and 
net lending, have declined by an estimated 12–15% of GDP since the mid-1990s.19 However, in 
2004, higher-than-budgeted revenues and lower-than-budgeted expenditures and net lending 
produced a consolidated budget surplus of 0.4% of GDP. Cash shortages have also been a 
regular feature, with pensions and public sector wages the first to be affected. Expenditure cuts 
have been spread broadly across sectors, with social spending outside the education sector, 
including health care, social protection, and pensions, accounting for about 30% of the decline. 
In contrast, expenditure on education has increased, particularly since the adoption of the 
National Program for Personnel Training in 1997. As a percentage of GDP, it is the highest 
among transition economies and greater than that of any European Union country. 
 
D. Poverty in Uzbekistan 
 
35. Data on the incidence of poverty in Uzbekistan are limited. However, it is certain that in the 
years immediately after independence, poverty increased dramatically in several of the CARs and 
in the Russian Federation (Table 1). The incidence of poverty in Uzbekistan during the latter years 
of the Soviet Union was significantly higher than that in neighboring areas. However, Uzbekistan’s 
macroeconomic management since independence has enabled it to contain the increases in 
poverty more effectively than other CARs and to manage, to some extent, the social costs of the 

                                                 
19 World Bank. 2004. Republic of Uzbekistan – Public Expenditure Review. 
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transition to a market economy. Nevertheless, the incidence of poverty doubled in the years 
preceding and following Uzbekistan’s independence in 1991. 
 

Table 1: Comparison of Incidence of Poverty in Central Asian Republics 
and the Russian Federation 

 
Population Living in Poverty 

(%) 
Country 

1987–88 1993–94 
Kazakhstan 5 50 
Kyrgyz Republic 12 84 
Turkmenistan 12 57 
Uzbekistan 24 48 
Russian Federation 2 43 

Source: Milanovich B. 1998. Income, Inequality and Poverty in 
Transition. Washington, DC: World Bank. 

 
36. Since 1995, the incidence of poverty has fluctuated every year, although this is probably 
as much a function of the unreliability of the data as of macroeconomic change. The general 
trend, however, has been down: by 2003, the poverty level was 26.2%, a 1.3 percentage point 
reduction since 2001. Poverty is more pervasive in rural than urban areas and varies across 
regions. It is associated with low-wage occupations, wage arrears, and underemployment. 
Among the employed, agriculture workers experienced the highest incidence of poverty.20 
 
E. Government, Development Priorities, and Progress in Uzbekistan 
 
37. The Government has adopted a gradual approach to the transition from a centrally 
planned to a market economy. The objective is to maintain growth so that standards of living 
improve during the transition and to ameliorate the social costs associated with the transition. 
Among some international observers, the GOU has a reputation for being slow to reform. As a 
generalization, this does not give sufficient recognition to the fact that it has pressed ahead with 
many reforms, but these are not necessarily those which the donor community considers a 
priority. Reforms are occurring, although to outside observers there are uncertainties as to how 
much, how quickly, and in what areas the Government is moving ahead with its reform agenda. 
Sometimes, implementation of approved reform measures is slow and uncertain. Commitment 
to, and progress with, reform differs across sectors. Some members of government are reform-
oriented, but there are also vested interests which prefer the status quo. The pressures for 
reform are self-induced because the longer Uzbekistan delays certain reforms, the more political 
and economic pressures will increase. From a strategic perspective, if the reform agenda is to 
be advanced, donors need (i) information that an opportunity to support reform is about to 
present itself, and (ii) to be able to respond quickly and appropriately to support reforms the 
Government has decided to implement. Ownership at decision-making levels of government is 
an important criterion for effectiveness and is a way of reducing the general ineffectiveness of 
donor-imposed conditionalities.21 
 
38. There are a number of structural and systemic constraints in Uzbekistan of consequence 
to country strategy formulation. They include the following: 
 
                                                 
20  ADB. 2005. Country Poverty Analysis. Manila. 
21 Quibria, M.G. 2004. Development Effectiveness—What Does Recent Research Tell Us? OED Working Paper 1. 

ADB. Manila. 
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(i) The Government’s principal objective of macroeconomic stabilization has 
resulted in careful control of the exchange rate and money transfers. 

(ii) Budget revenues are insufficient to fully meet expenditure requirements, 
particularly in such areas as operation and maintenance and costs associated 
with the social sectors, utilities, and infrastructure. 

(iii) There are weaknesses in the financial sector, which is under-developed. 
(iv) Public sector institutional capacity is weak, particularly at subnational levels. 
(v) Employment and promotion in public service are sometimes not based on merit, 

particularly at the lower levels of government, and compensation is often 
insufficient to support a household (although the President recently indicated his 
intention to improve this). Low salaries sometimes mean that alternative sources 
of income are sought. 

(vi) Line agency responsibilities are not sufficiently separated from commercial 
activities. Some line agencies fully own or control commercial activities. 
Frequently, these activities are either unprofitable or have cash flow problems. 

 
39. Governance is another constraint. The Government has a major challenge in managing 
international perceptions of its governance record and efforts to control corruption. Uzbekistan 
rates poorly on international indicators of governance, legislative and judicial framework, civil 
society,22 and corruption.23 Figures 1–4 show Uzbekistan’s performance for the period 1996–
2004 in government effectiveness, regulatory quality, rule of law, and control of corruption, and 
compares them to the ratings for four other transition economies: PRC, Kazakhstan, the 
Russian Federation, and Viet Nam. Uzbekistan generally performs worse in all categories than 
the other countries and its performance has declined since 2000. This indicates the environment 
for effective development is getting worse. 
 
 
 

Figure 1: Governance Indicators for Selected Transition 
Economies: Government Effectiveness24 

Note: Refers to the quality of public service provision, the quality of the 
bureaucracy, the competence of civil servants, the independence of the 
civil service from political pressures, and the credibility of a government’s 
commitment to policies. 

 
 

                                                 
22 Freedom House. 2004. Nations in Transit. Uzbekistan.  
23 Transparency International. 2004. Transparency International Corruption Perceptions Index 2004. Berlin. 
24 Kaufmann D., Kraay A., and Mastruzzi M. 2005. Governance Matters. World Bank.  
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Note: This includes measures of market-unfriendly policies such as price control or 
inadequate bank supervision, as well as perceptions of the burdens imposed by excessive 
regulation in areas such as foreign trade and business development 

 
 
 
 
 
 
 
 

Figure 3: Governance Indicators for Selected Transition 
Economies: Rule of Law 

 

 
Note: This includes perceptions of the incidence of crime, the effectiveness and predictability of the 
judiciary, and the enforceability of contracts. 
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Note: This measures aspects of corruption ranging from the frequency of “additional 
payments to get things done” to the effects of corruption on the business environment, to 
measuring “grand corruption” in the political arena or in the tendency of elite forms to 
engage in “state capture.” 

 
 
 
40. Addressing major governance issues requires a long-term program, particularly when a 
country is in transition from a centrally planned to a market-based economy. Institutional 
changes must be accompanied by changes in the technical capacities and behaviors of 
government officials. It is not realistic to expect such change to occur in the short term. A long 
and sensitive period of institution building needs to be undertaken before the desired results 
begin to show. Political determination is also required to deal with vested interests. What the 
indicators do show, however, is that Uzbekistan is perceived to be falling behind its competitors 
and some of its trading partners, which could have negative consequences for the country’s 
competitiveness, its economy, its ability to attract foreign investment, and the achievement of its 
priorities. It may also affect donor perceptions and their willingness to extend assistance. 
 
41. As ADB’s country governance assessment25 notes, the structure of Uzbekistan’s 
government and system of public administration has undergone significant changes. Important 
reforms in the executive, judicial, and legislative branches of government have been enacted 
and are planned for implementation during 2005 and beyond. Public administration reforms 
recently under way may help to improve efficiency and effectiveness, but they do not address 
the fundamental issue, which is that ministries and agencies have little or no autonomy, 
authority, and capacity, with respect to policy. The caliber of officials at all levels of Uzbekistan’s 
public administration has improved in recent years and compares favorably with that of other 
former Soviet Union countries. Reform is a feature of the Government environment. It needs to 
be encouraged, and an implementable program of change needs to be supported by sensitive 
and appropriate assistance from the donor community. However, the timing and sequencing of 
the reform program will be determined by the Government and not imposed by donors. It is 
particularly important to maintain the impetus for policy reform, especially reform that affects the 
management of the economy and improves the enabling environment for the private sector. 
Transparency needs to be improved and steps taken to reduce corruption. 

                                                 
25 ADB. 2005. Country Governance Assessment for Republic of Uzbekistan. Manila. 
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42. There is also room to improve the efficiency of Government decision-making, which is 
monopolized by the most senior levels of government. The system is oriented toward control 
rather than toward a well-managed transition to a market economy. 
 
43. Governance issues have important consequences for managing the ADB program, 
especially where policy reform is involved. It means that access to the appropriate senior 
echelons must be managed skillfully. It is senior, well connected, and well regarded officials who 
must champion the cause of a particular reform. ADB must identify those areas where it is worth 
investing time and resources and, despite the importance of an issue, where it is not. ADB staff 
or consultants associated with ADB should be available when advice is sought. This raises 
important questions of information collection and location of the expertise necessary to provide 
advice. The URM, rather than ADB headquarters, is in the best position to do both. ADB’s 
relationship with Government has been managed well. Many senior officials told the OEM that 
ADB is the development partner of choice. Government officials were particularly appreciative of 
the following characteristics of ADB’s style of doing business: (i) Asia way of listening and 
discussing rather than lecturing; (ii) experience with transition economies in Asia, particularly 
with countries undergoing a gradual transition process; (iii) a good understanding of the internal 
challenges governments face when undertaking reforms; (iv) the knowledge and expertise of 
ADB staff; and (v) a willingness to provide advice that is in the best interest of the clients. ADB 
should be able to leverage this goodwill to provide effective advice in a sensitive area like 
governance. 
 
44. Control is a major feature of the Government machinery. Control cultures do not respond 
well to public criticism. This suggests ADB’s strategy should be to operate within the working 
rules of this environment. There are advantages in stressing the benefits of reform in private 
rather than in publicly criticizing the Government‘s deficiencies. 
 
45. Although it recognizes the importance of nongovernment organizations (NGOs), the 
Government has imposed a number of controls on civil society. NGOs and the media are 
licensed annually. A number of international NGOs have found that their licenses would not be 
renewed and have left the country, and a large number of domestic NGOs have been closed 
because the Government felt that their activities exceeded their declared charters. NGO 
projects that are in conflict with the laws of Uzbekistan are not tolerated. NGOs have to operate 
in the noncash sector so that the Government can be certain that their funds are not used for 
illicit purposes. Although a robust civil society is a major feature of good governance, in 
Uzbekistan, the voice of civil society is muted. NGOs whose work is directly related to economic 
development are more welcome than advocacy NGOs. 
 
46. Given  the Government’s caution about change and reform in some areas, its ways of 
conducting business, and frequent changes in personnel in some parts of government, an 
effective strategy needs to be flexible and to be able to respond quickly to changes in the 
institutional and political environment. This may require delegating more authority within ADB to 
the person responsible for directing the implementation of the strategy. 
 
47. An important issue for ADB to consider when formulating and implementing its strategy 
is the real intentions of the Government. Its stated intentions are usually exemplary, but the 
Government is less effective at converting policy into action. For example, in June 1999, the 
Cabinet of Ministers (COM)26 committed to: 
 
                                                 
26 Resolution 296. 10 June 1999. Cabinet of Ministers. 
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(i) create a strong mechanism of checks and balances, 
(ii) strengthen nongovernment and public associations, 
(iii) reinforce the legal basis for reforms, 
(iv) support the gradual transfer of government powers of state bodies to citizens’ 

bodies for self government and other nongovernment agencies, 
(v) encourage decentralization, and 
(vi) ensure the independence of the judiciary. 

 
48. Had these commitments been implemented in full, Uzbekistan’s governance record 
would be exemplary. 
 

III. COUNTRY STRATEGY AND PROGRAM 
 
A. Changes in Objectives Over Time 
 
49. When Uzbekistan joined ADB, macroeconomic conditions and the incidence of poverty 
favored interventions in agriculture (most of the poor live in rural areas) and in the transport of 
export commodities such as cotton and natural resources. There was less opportunity for 
successful interventions in the industrial and private sectors. Conditions also favored investment 
in the social sectors such as education and health, especially in early childhood development, to 
ensure that the poor were not disadvantaged in terms of health and access to education. 
 
50. In October 1996, an interim ADB operational strategy27 was formulated. The overriding 
principle of the strategy was to assist the Government in its transition to a market economy by: 

(i) supporting policy reforms, capacity building, and institutional strengthening; and 
(ii) financing sector investments that would support growth, improve efficiency, and 

rehabilitate deteriorating infrastructure. 
 
51. In 2000,28 a country operational strategy (COS) further elaborated the strategy of 
“managing a transition to an economy that relies on market-based institutions supporting a 
sustainable reduction in poverty and improvements in the standards of living.” The adoption of 
ADB’s poverty reduction strategy led to the operational objectives being reformulated according to 
the three pillars of the policy:29  

(i) economic development, focused on subregional cooperation, particularly 
transport and energy, agriculture and rural development, and direct support to 
the private sector; 

(ii) human development, targeted at education, early childhood development, and 
urban development; and 

(iii) governance, by strengthening the institutional capacity for governance and 
specifically the development of financial institutions. 

 
1. Absence of Measurable Objectives 

 
52. Neither the interim ADB operation strategy nor the COS established any measurable 
objectives or a time frame for results. Although this was consistent with other ADB country 
strategies during the period, this makes it hard to evaluate the strategy. As part of its managing 

                                                 
27 ADB. 1996. Uzbekistan – Interim Operational Strategy. Manila. 
28 ADB. 2000. Uzbekistan - Country Operational Strategy. Manila. 
29 By that time, ADB had adopted an overarching goal of poverty reduction. 
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for development results agenda, ADB is in the process of developing results-based matrixes for 
CSPs. This will improve the evaluability of the new generation of CSPs. 
 
53. An absence of measurable objectives makes priority setting unsystematic and difficult to 
challenge. There is no way of determining and comparing the contributions two alternatives are 
likely to make as there is no objective against which to measure their contribution. 
Consequently, changes to strategic direction are easy to introduce. It is relatively easy to add 
projects and TAs to the program that respond to Government requests but are not fully 
consistent with the strategy. This flexibility also has a benefit for operational departments 
because rewards are associated with loan and TA approvals. The more of these a division can 
produce, the better its performance. However, the relationship between the interests of a 
particular division and development priorities for a particular DMC may be tenuous. 
 

2. Resource Restrictions 
 
54.  An absence of measurable objectives also prevents the relationship between objectives 
and the size of an investment program from being established. The size of the available resources 
for Uzbekistan is a critical factor in objective setting because it is a driver of the program. The 
resources available for loan programs in Uzbekistan has been about $100 million annually. For 
the purposes of this CAPE, it is important to appreciate how limited this figure is. For example, 
$100 million would only be enough to rehabilitate about 100 kilometers (km) of two-lane highway 
per annum, a modest achievement when one considers the subregional expectations of ADB. The 
budgeted capital investment cost to construct and rehabilitate just over 1,800 senior high schools 
for the planned period 1999–2005 was $3 billion, which would account for ADB’s indicative 
planning level for the next 15 years, assuming the Government made an equal contribution. 
Consequently, for ADB to expect to make significant inroads into objectives covering the full range 
of millennium development goals (MDGs) is overly optimistic. Concentrating on one target of an 
MDG (e.g., potable water) makes more sense. Consequently, discipline in targeting is critically 
important if ADB is to be able to demonstrate the contribution of its program to the achievement of 
its overarching goal.30 ADB does not have the resources to be engaged in all areas. Priority 
setting in consultation with the Government is crucial, although it will inevitably mean that ADB 
will not be engaged in some important areas and some ADB sector divisions will not be 
engaged in Uzbekistan. 
 
55. An alternative is to enter into cofinancing arrangements with other major lenders, which 
would justify expanding the number of targeted sectors. Whichever approach ADB adopts, there 
should be a member of staff, either an international or a national officer, in the URM with 
appropriate technical expertise in each major sector that ADB wishes to engage. Given the size 
of ADB’s portfolio in Central Asia, consideration could also be given to stationing specialists in 
the region to be shared among the resident missions. 
 
56. Resource availability also drives the TA program. In Uzbekistan, the annual indicative 
planning figure for TA is $1.9 million. This relatively small amount means that interventions have 
to be targeted carefully, given that Uzbekistan is a transition economy with significant reform, 
machinery of government, and governance issues that need to be addressed. Again, TA 
objectives must be clearly set and restricted to realistic levels. 
                                                 
30 Focus has received attention in OED’s Annual Report of Loan and Technical Assistance Portfolio Performance for 

the Year Ending 31 December 2004. It highlights the issue of ADB’s resources and expertise to manage a country 
program to achieve optimal development results. Given resource constraints, it concludes that greater selectivity 
and prioritization should help to improve the quality of a loan portfolio and ADB’s development impact. The need 
for greater focus is most evident in the transition economies, except for the PRC. 
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57. Resource constraints affect the achievement of ADB’s corporate objectives. The three 
pillars of economic and social development and governance require large investments before 
any significant impact is likely to be made. When the crosscutting themes of gender, the 
environment, private sector development, and capacity development are added, there is a 
danger that resources will be spread too thinly, leading to minimal impacts, if any. The risk of 
goal congestion is a serious issue for all country strategies. 
 
B. Strategy Formulation 
 
58. A country strategy would normally address a number of issues including: 

(i) Different scenarios relating, in Uzbekistan’s case, to the performance of the 
economy and reform program. A pessimistic scenario would produce a defensive 
strategy, while an optimistic one would result in an “offensive” strategy. There 
would be variations between these two poles. The scenarios would not be limited 
to the country as a whole but would also apply to individual sectors. Reform is 
likely to be introduced into sectors at different speeds, and to be largely 
dependent on the reform orientation of the minister responsible. 

(ii) Positioning ADB so it can bring its strengths to bear to the benefit of the DMC is 
important for a strategy. How will ADB relate to other donors? Will it try to be a 
major influence in a few sectors or to have a small role in many and, 
consequently, less influence in any? What approach will it take to become trusted 
both in terms of the reliability of its assistance and the credibility of its advice?  

(iii) Leaving open a degree of flexibility in the assistance program so ADB can 
respond to significant changes or the sudden opening of opportunity. Building on 
deeper ADB insight and experience over time, as would occur through operations 
in a transition economy. The extent and timing of adjustments in these 
circumstances needs adequate and documented justification. 

(iv) Geographic spread is now of interest as international financial institutions (IFIs) are 
coming under increasing pressure to demonstrate their effectiveness. In the 
context of ADB’s paramount goal, poverty reduction, the complexity is revealed by 
the variety of MDGs which have been articulated as targets for poverty reduction. 
Concentration of a range of interventions within a restricted geographic area, while 
contributing to broader national economic development, would produce 
measurable data on the impact of ADB’s program on the area chosen as well as 
the impact on poverty as distinct from elements of poverty. It would increase ADB’s 
influence in that particular area because of the size of ADB’s program in relation to 
the local budget and economy. Geographic concentration would also reduce the 
transaction costs of monitoring and evaluation. 

(v) The extent to which elements in a program are complementary. Any program 
should be more than the sum of its parts. Interventions that are focused 
geographically are more likely to produce synergies than those spread 
throughout the country. 

(vi) Priorities for resources are related to the needs and absorptive capacities of 
priority sectors. Clearly stating objectives is a major requirement for priority setting. 
If there are additional resources available, would it be preferable to place them in 
sectors already identified as priorities, or to move into new areas? Defining 
objectives needs to be related to outcomes, while being specific about the outputs 
required to produce the outcomes. This issue can be illustrated with the following 
example. Quality is an objective of the interventions in basic education. In 
Uzbekistan, it was recognized that curricula, textbooks, and teacher development 
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all needed to be addressed for measurable impacts on education quality to be 
achieved. Given these requirements, the strategy needed to consider carefully 
whether it would be preferable to allocate scarce resources to building the textbook 
project (the basic project addressed only some of the grades in basic education) or 
go to into an entirely new area, (e.g., urban water or SME funding). Careful 
consideration should have involved the preparation of a paper comparing the 
alternatives. 

(vii) Cofinancing has the potential to expand the ambit of ADB’s program. Bilateral 
donors operate in a number of sectors funded by ADB. For example, the 
Governments of Japan and Germany support senior secondary education; the 
World Bank is operating in the agriculture, health, and education sectors; and the 
European Bank for Reconstruction and Development (EBRD) is operating in the 
financial sector. Jointly-funded projects might have produced important 
synergies, not least of which would be consistency in approach. 

 
59. Scenario planning involving scarce Asian Development Fund (ADF) resources is being 
conducted in the context of the performance-based allocation of ADF. Using scenario relating to 
ordinary capital resources (OCR) for the development and management of country and sector 
strategies would require a change in staff instructions governing the preparation of their CSPs. 
 
60. ADB has positioned itself with regard to other IFIs. At the start of its program in 
Uzbekistan, ADB concluded an agreement covering the CARs with the EBRD and the World 
Bank. It was agreed that EBRD would take the lead in the private sector, the World Bank in the 
health sector, and ADB in the education sector. The key element in this division appears to be 
influence, as the lead donor will be instrumental in influencing the direction that the sector will 
take. The parties have not fully abided by the agreement. For example, ADB’s initial intervention 
in Uzbekistan was in support of the private sector, and it has made a number of subsequent 
interventions to support the private sector (through lines of credit). A more balanced approach 
would have led to such interventions receiving lower priority and greater emphasis on being 
given to ADB support for developing an enabling environment for private sector development. 
ADB felt that the agreement was an interim agreement to be reviewed after the first 
programming cycle. There were requests from Central Asian governments to amend the 
agreement. ADB’s Private Sector Strategy for Central Asia31 proposed guidelines that included 
a focus on private sector operations that were directly complementary to public sector 
programs.  
 
61. The way in which ADB proposed to deal with the Government and manage its program 
was not discussed in the strategy. The CAPE inferred ADB’s approach from statements in the 
strategy and later action. These statements seemed to imply that ADB would present best 
international practice and its benefits to the Government, leaving it to the Government to 
determine how it would deal with this information. This is consistent with the operational principle 
of country ownership advocated in ADB’s LTSF and MTS and with an OED literature review 
(footnote 21) that found donor-imposed conditionality often did not work. The alternative, preferred 
by some other donors, is to hedge loan agreements with conditionalities that force the 
Government’s hand. Such an approach can make appear that the Government is not in control of 
its own political and economic destiny. ADB’s approach has not been consistent. Some loans 
have included difficult conditionalities; others have not. The ADB loans that have been loaded with 
conditionalities have tended to have problems. In those sectors where more of a partnership 

                                                 
31 ADB. 1998. Private Sector Strategy for Central Asia. Manila. 
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approach has been adopted, for example, education and railways, reforms have followed as the 
Government became convinced of the advantages of best practice. 
 
62. ADB’s geographic spread in the country is broad (Map). In agriculture, for example, 
irrigation systems are being rehabilitated in separate projects in the south and north of the 
country. A third project, aimed at improving grain productivity, is located in the middle of the 
country. If ADB had, for example, worked in one region, pilot testing grain reforms, building rural 
water systems, supporting local schools and providing rural finance, it would have had more 
visibility and influence with the regional and district governments (khokimiyat). There would 
have been shared interest in agreeing objectives and plans and in removing obstacles. Program 
impacts would have been easier to measure and attribute. 
 
63. Synergy means projects interact with each other so their combined impact is greater 
than if they were implemented singly. An example of the absence of synergy occurred in the 
Senior Secondary Loan. In Nukus, the vocational school received equipment for carpentry and 
joinery. However, it had no funds to purchase materials, such as wood and glues. It then 
contracted with raion education departments to supply schools in the region with furniture. 
These arrangements did not involve the local furniture making industry, which would be the 
future employer of these students. It would have been preferable for funds to have been 
provided to the local furniture making industry and an arrangement made for the industry to 
provide the school with the materials it required for training. This was the approach used by the 
vocational school training metal workers for the local aircraft industry in Tashkent. 
 
64. Once an ADB loan is approved, the loan amount is fixed. This limitation imposes 
constraints on strategic planning. For example, the ADB program in basic education in Uzbekistan 
was targeted at the goal of quality. That meant that it needed to address a number of areas in 
basic education in addition to its initial target of textbook improvement, two of which were 
developing curricula and improving teaching methods. There are good reasons for starting slowly 
in a new sector and not overcommitting. If, however, progress is satisfactory, there are 
advantages in having funds readily available to expand the program in a way already envisaged 
and planned, rather than designing a new project.32 
 
65. In view of ADB’s resource constraints, the 1996 interim strategy focused on three 
sectors: 

(i) agriculture, including financial support for small- and medium-sized agro-
industrial enterprises; 

(ii) infrastructure rehabilitation, especially railways and roads; and 
(iii) education. 

 
66. The strategy33 was a sensible approach to a situation in which there was little 
information and no reliable sector studies. It applied ADB’s sectoral comparative advantage to 
Uzbekistan’s development needs. To a large extent, it was a defensive strategy, as it was 
designed to shore up systems in education and to improve the deteriorating rail infrastructure. 
The ADB agriculture strategy was also defensive, as it concentrated on small pilot schemes to 
test potential areas for greater subsequent interventions. 
 
67. Between 1996 and 2000, the date of the first COS, there were financial crises in Asia 
and Russia. Uzbekistan’s economy suffered from these external shocks. Because of the early 

                                                 
32 In 2005, ADB adopted a multiple-tranche financing facility, which will help address this issue. 
33 Individual sector strategies are discussed in the next section. 
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stage of project implementation, there was little tangible evidence of how well the strategy was 
working. By 2000, only three loans had reached the point of being implemented. Country 
portfolio review mission (CPRM) reports noted the time it was taking the Government to become 
familiar with ADB’s rules and requirements, problems with counterparts, staff turnover in project 
implementation units (PIUs), concerns about procurement and financial records, and other 
administrative matters. Efforts to make a new borrower familiar with ADB’s policies and 
procedures for processing and administering loans and TAs should be part of any initial 
strategy. The provision of occasional TA for training on ADB’s procedures and support from the 
URM and ADB missions improved the situation in Uzbekistan.34 
 
68. The 2000 COS sensibly maintained the thrust of the original interim strategy. The 
relationship between the strategy and ADB’s two pillars of economic and social development 
was discussed above (para. 51). The third pillar, governance, is linked to capacity building. The 
strategy echoed the MTS’s statement that “institutional development is the single most 
important task relating to managing the transition.” The strategy chose to “stand ready to 
support the Government in this program.” The financial sector was to be targeted, as reform in 
that area was central to the ability of the country to progress in areas such as privatization, 
agriculture, and enterprise reform. The strategy also considered decentralization of municipal 
services, anti-monopoly measures and employment policies in rural areas, and corporate 
governance initiatives that could assist SMEs. It regarded TA as the best instrument for 
addressing governance. However, the desired scope of activities was far too great, given the 
limited availability of TA funds. 
 
69. The COS did make two significant additions to the interim strategy. It decided to move 
into urban water,35 an area in which other donors were already involved and where, as a 
consequence, ADB was unlikely to play a lead role. Moving into urban water would not make a 
direct contribution to ADB’s overarching goal of poverty reduction, since poverty was more 
serious in rural areas. 
 
70. The second addition derived its justification from the first ADB loan for Rural Enterprise 
Development.36 This was the provision of credit to agribusiness enterprises. In part, this 
reflected ADB’s desire to demonstrate that it was a reliable partner capable of providing loan 
funds quickly. In fact, the loan was an SME loan and, therefore, fell in the sector assigned to 
EBRD. Notwithstanding these concerns, SME support soon expanded beyond agriculture and 
became a full blown part of the ADB strategy. An SME37 loan was included in the COS despite 
the then Private Sector Group (PSG) of ADB warning that there were “many other problems 
faced by the private sector. Poor and restricted banking services, delays in approval of imports, 
customs clearances, massive shortages of foreign currency, corruption, lack of accounting and 

                                                 
34 The Central Operations Services Office and Controller’s Department conducted country project administration and 

implementation training seminars in Uzbekistan in 1998, 2003, and 2005. In addition, a regional project 
administration and implementation seminar was held in the country. 

35 ADB. 2001. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Republic of Uzbekistan for the Urban Water Supply Project. Manila (Loan 1842-UZB, for $36 million, approved on 
27 September). 

36 ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Republic of Uzbekistan for the Rural Enterprise Development Project. Manila (Loan 1504-UZB, for $50 million, 
approved on 17 December). 

37 ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Republic of Uzbekistan for the Small and Medium Enterprise Development Project. Manila (Loan 1799-UZB, for 
$50 million, approved on 11 December). 
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management skills, etc.” and advising a cautious approach.38 Two questions should have been 
raised at that time: (i) the degree to which the Rural Enterprise Development Project had 
assisted agribusiness, and (ii) the case for continuing to target agriculture if the sector still 
required assistance. Based on the evidence received by the OEM, it seems that these questions 
were not posed. The subsequent SME loan did not target agriculture despite the fact that there 
was a continuing need for lines of credit in the agriculture sector evidenced by subsequent 
agricultural loans39 with lines of credit components. 
 
71. The OEM examined how authoritative the country strategy was in terms of directing the 
course of ADB interventions. If monitoring and review missions indicate that a strategy is not 
working, it should be changed. If there are no such indications, there is little justification for 
change. Experience with the Uzbekistan country strategy suggests that the relationship between 
strategy and program was not close, with the program undergoing constant change with only 
passing reference to the agreed strategy.  

(i) Table A4.1 (Appendix 4) relates the loans to the country strategy. There were a 
number of loans which seemed to owe their inclusion to a link with the sectors 
prioritized. The loans for urban and rural water are infrastructure loans.40 The loan 
on senior secondary education was related to the priority given to education, 
although basic education and early childhood development (ECD) had been 
identified as the educational priorities. The SME development loan was justified by 
the fact that credit had been provided for agribusiness, and it was added under the 
banner of microfinance.41 The appearance of loan for women and child health 
development had little link with the strategy apart from a tenuous one to early 
childhood development, through the iodizing of salt. 

(ii) Tables A4.2 and A4.3 (Appendix 4)42 show the pattern of ADTA. TA projects in 
the final column appear to be one-off interventions, many of which had no follow-
up. There was little linkage between interventions. There seemed little distinction 
between what should be self-funded and what might warrant TA. For example, 
why a telecommunications company or a bank could not afford to develop an 
information system or self-fund training, respectively, are important questions 
when TA funds are scarce. Such issues should be discussed in the argument 
supporting the intervention. 

(iii) Table 2 shows how the country program moved from three sectors in 1996 to 
nine in 2004. This finding is consistent with OED’s finding that Uzbekistan and 
other transitional DMCs such as Cambodia, Lao People’s Democratic Republic, 
Mongolia, Tajikistan, and Viet Nam have the least focused loan portfolios.43 Much 
of this has occurred as a result of changes in the country strategy and program 

                                                 
38 ADB. 1999. Back to Office Report on PSG’s Participation in Uzbekistan Country Programming Mission. Private 

Sector Strategy. Manila. 
39 ADB. 2003. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Grain Productivity Improvement Project. Manila (Loan 2017-UZB, for $26 million, 
approved on 14 November); and ADB. 2003.  Report and Recommendation of the President to the Board of 
Directors on a Proposed Loan to the Republic of Uzbekistan for the Amu Zang Irrigation Rehabilitation Project. 
Manila (Loan 2069-UZB, for $73.2 million, approved on 19 December). 

40 Energy, justified in that it was a subregional intervention, is discussed under the section on regional interventions. 
41 ADB. 2002. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

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

42 ADTA projects targeted at capacity building in implementation capacity and aid coordination are excluded. So are 
two other ADTA projects: one building capability for structural reforms in 2001, which is justified under governance; 
and a second, a living standards study in 2001 justified under poverty. 

43 ADB. 2005. Annual Report on Loan and Technical Assistance Portfolio Performance for the Year Ending 
31 December 2004. Manila. 
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update (CSPU). It gives an appearance of drift. An examination of CSPU 
documents does not reveal any argument justifying changes in terms of 
experience with the country or sector strategy. Changes seem to have been 
introduced and sectors added with little review, which raises the question as to 
where responsibility for the integrity of the strategy is located. It also raises the 
question of the purpose of the CSPU. A reading of the new business processes 
(NBP) suggests a CSPU should be a program update, not an opportunity to 
change the strategy.44 

 
Table 2: Changes in Sector Focus Over Time 

 
Strategic Focus IOS 1997 COS 2000 CSPU 2003–05 CSPU 2005–06 
Sectors     
Agriculture, Including Agricultural Finance     
Education     
Transport     
Energy  ⌦   
Urban and Municipal Development  ⌦   
Finance  ⌦   
Rural Water Services   ⌦  
Water Resources  ⌦   
Health     
Themes     
Governance     
Gender     
Environment     
Regional Development      
Private Sector Development     

COS = country operational strategy, CSPU = country strategy and program update, IOS = interim operational 
strategy.  
Legend:  = strategy remains consistent, ⌦ = addition to strategy,  = no strategy,  = deviation from COS. 
Source: Operations Evaluation Mission. 
 

(iv) There is a difference between what is targeted in the strategy and what happens 
at the project level. In the agriculture sector, for example, the strategy targeted 
pilot projects with potential to demonstrate the benefits of reform. This seemed to 
suggest small projects directed at addressing some of the principal agricultural 
constraints, such as salination, low soil fertility, problems with horticulture, and 
the like, leading to reforms. However, recent projects have covered major 
irrigation rehabilitation, although these projects also included experimental 
interventions directed at reforming cotton and wheat production quotas within 
limited geographic areas. In addition to production quotas, crucial questions of 
water tariffs and improved farming practices remain to be addressed. The 
Government placed higher priority on seeking ADB assistance to support cotton 
and grain production, and testing related reforms, than involving ADB in 
horticulture production. 

(v) The approach to reform and its implementation varies from sector to sector. 
Uzbekistan’s agriculture and education sectors differ markedly in their readiness 

                                                 
44 NBP states under Implementation of the CSP – Progress in the Country Strategy and Program Focus Areas, the 

CSPU “summarizes major progress made in the CSP’s strategic focus (sector, thematic, geographic, and/or 
regional) and highlights any issues that may affect CSP implementation. Under Country Performance and Lending 
Levels – Summary of Changes to Lending and Nonlending Program, a CSPU “summarizes any changes to the 
assistance program proposed in the CSP and the resource requirements.” ADB Business Processes for the 
Reorganized ADB. 
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for change, as well as in the scale of issues to be tackled. For agriculture, an 
approach might be to focus on building trust by engaging with the Government in 
its priorities for the sector. Thereafter, it would need to be justified whether a 
scaling up of interventions would provide more leverage for reforms. In doing so, 
measures of achievements, monitoring indicators, and expected outcomes 
should be outlined. 

 
72. The OEM considered that to date, the CSP process in Uzbekistan has not been used as 
instrument to drive the implementation of the agreed country strategy. There have been too 
many interventions which do not conform to the thrust of the strategy. Their inclusion was not 
supported by an in-depth comparison of their advantages over alternative priorities which fall 
within the mainstream of the strategy, or by justification for a significant strategic shift. The 
program became more diffused, less focused, and is potentially more difficult to manage given 
resource constraints of ADB as a whole and of the URM in particular. 
 
C. Program45 
 
73. Table 3 summarizes the ADB sector programs during the evaluation period (1996–
2004). It shows that education, the most reform-oriented sector and the one with the most 
successful ADB interventions, has received relatively limited TA. TA does not seem to have 
been used strategically as an incentive for reform. Infrastructure and utilities have received 
much of the TA funding. Few TA resources were directed at agriculture, the market economy, or 
governance.  
 

Table 3: Summary of Program by Sector, 1996–2004 
 

Sectors Loans Advisory TA Project Preparatory TA 
 No. $ million % No. $ million % No. $ million % 
Private Sector 3 120.0 14.0 9 5.2 27.0 3 1.4 13.7 
Infrastructure 
and Utilities 

 
6 334.0 38.9 

 
9 5.1 26.4 

 
7 

 
3.7 

 
36.3 

Agriculture 3 135.2 15.7 4 1.8 9.3 4 3.3 32.4 
Education 6 230.5 26.8 5 2.7 14.0 5 1.3 12.7 
Other 1 40.0 4.6 9 4.5 23.3 1 0.5 4.9 
          
Total 19 859.7 100.0 36 19.3 100.0 20 10.2 100.0 
          

TA = technical assistance. 
Source: Operations Evaluation Mission. 
 

1. Private Sector Led Economic Growth46 
 
74. The private sector in Uzbekistan was almost nonexistent at the time of independence, 
but it started to grow thereafter. The private sector now accounts for 42.3%47 of GDP. 
Development of the sector has a high official priority, evidenced for example by Decree 367 of 
the President “on measures designed for further stimulation of the development of private, 
small, and medium-sized businesses.” However, actual progress in improving the enabling 

                                                 
45 ADB loans to Uzbekistan, 1996–2005, are set out in Appendix 5. 
46 Discussed more fully in Appendix 6. 
47 ADB. 2005. Private Sector Assessment. Manila. 
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environment for the private sector has been slower, in part because of the regional financial 
crises of 1997 and 1998. 
 
75. To flourish, the private sector needs a sound legal and regulatory system that is applied 
in a transparent and predictable manner with recourse to an independent, transparent, and 
predictable judicial system. Opportunities for corruption and rent-seeking need to be reduced. In 
Uzbekistan, there are a number of problem areas that need to be addressed before the 
environment for an effective private sector can be regarded as satisfactory. During the 
evaluation period, there was no consistent, coherent, and comprehensive policy to develop an 
enabling business environment. There was continued intrusiveness of government in the private 
sector, both directly and indirectly. As a consequence, much of the private sector operates in 
the informal economy and the volume of foreign investment is still modest. In 2005, the 
Government adopted a number of regulations designed to further private sector development.48 
It remains to be seen how the private sector responds to these changes. 
 

a. The Private Sector Strategy 
 
76. The initial strategy for supporting the private sector was carefully targeted at directly 
helping agribusiness. It was in line with government priorities and was designed to complement 
ADB focus on agriculture. It reflected an agreement to leave private sector operations to EBRD, 
which had a comparative advantage in private sector lending to former Soviet Union countries. 
 
77. In 1998, ADB published a regional strategy for the CARs that emphasized direct 
assistance to the private sector without government guarantees. This was repeated in the 
Uzbekistan COS of 2000. The implication was that future assistance would be through ADB’s 
private sector lending window, despite the original demarcation with EBRD (para. 60). 
Encouraging regional cooperation and trade was also emphasized. ADB’s private sector 
development strategy emphasized the critical importance of first addressing the business 
enabling environment and not merely financing the needs of business.49 The COS described 
many possibilities for ADB support without prioritizing them and without being specific on what 
the strategy would seek to achieve. 
 

b. The Private Sector Program 
 
78. To date, ADB’s formal50 support to private sector development has included three loans 
totaling $120 million (14% of the total program), ADTA totaling $5.2 million (27% of ADTA), and 
project preparatory TA amounting to $1.4 million (13.7% of project preparatory TA). The loans 
financed lines of credit.51 Two agriculture sector loans also provided lines of credit of $3.2 
million and $10 million to provide seed finance for “agricultural service providers” (one of these 
loans has a minimum lending level of $100,000). A $20 million revolving fund was provided to 
the publishing and printing industries for the production of textbooks. These additions brought 
the value of private-sector-related loans to $148.3 million, 17.3% of the program. All of these 

                                                 
48 These included Presidential Decrees 3618 (market reforms and liberalization of the economy), 3619 (legal 

protection of enterprises), 3620 (streamlining taxes for small enterprises), 3622 (reducing the fines paid by small 
enterprises), 3665 (reduce inspections and improve the inspections of enterprises), and Presidential Resolution 
100 (reducing the reporting requirements for enterprises). 

49  ADB. 2000. Private Sector Development Strategy: Promoting the Private Sector to Support Growth and Reduce 
Poverty. Manila. 

50 The program is supplemented by further lines of credit to the private sector made by projects in the agriculture and 
education sectors. 

51 There have been three participating banks in ADB’s program: the National Bank, Asaka Bank, and Pakhta Bank. 
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loans were through the public window of ADB. The Private Sector Department has yet to 
process an operation in Uzbekistan. 
 
79. Of the TA, $2.8 million supported upgrading lending skills in the banking sector. Policy-
related issues that were addressed included improving corporate governance of SOEs by 
distancing them from government interference, strengthening management, and restructuring 
poorly performing SOEs. Other policy issues addressed included improving the environment for 
foreign direct investment and strengthening the capacity of the Anti-Monopolization Agency to 
foster competitive behavior. 
 
80. There was no sector study until the private sector assessment (PSA) was completed in 
2005, which meant that interventions were made without a strategic framework. The PSA 
concluded that major impediments to the growth of the private sector include the 
underdeveloped financial markets and discrimination against private firms (because the 
government directs finance to priority sectors and enterprises through the financial sector or the 
industrial associations). Continuing state involvement in the private sector is a further constraint. 
In the past, direct and indirect government holdings in banks accounted for about 75% of the 
total,52 accounting for 90–95% of bank assets. The number of private banks has increased, and 
in 2005, 10 of the 29 commercial banks operating in Uzbekistan were private. The three 
government-owned banks accounted for 69% of the assets of the banking system as of 1 
January 2005. Banks used to act as tax collectors, but this practice has now ceased. Until the 
issuance of Presidential Resolution 147 in 2005, there were restrictions on cash withdrawals. 
Generally, banks do not enjoy the confidence of the public. Their corporate governance, 
transparency, efficiency, and viability continue to affect their capacity to contribute to an 
enabling environment for the private sector. To help address this situation, banks are required to 
publicly disclose their externally audited financial statements that are prepared by internationally 
recognized auditing firms. Government regulations indicate that there are no restrictions on 
competition among banks. 
 

c. Lessons Learned in ADB’s Private Sector Development Strategy 
 
81. The major lessons learned and reported in the ADB private sector development strategy 
were that (i) the right policy environment is vital for the development and viability of the private 
sector, and (ii) assistance given through both public and private operations windows should 
achieve synergy. Fostering enabling business conditions, creating business opportunities, and 
catalyzing private investment are three major ways in which the strategy indicated ADB should 
assist. However, conditions were not conducive for catalyzing private investment. 
 
82. Looking back at what ADB has done for private sector development in Uzbekistan, it 
appears that it has tried to address enabling conditions in an ad hoc manner, responding to 
opportunistic requests. It provided finance designed to facilitate business opportunities, but 
results have been mixed. ADB has not managed to combine its public and private expertise in 
order to catalyze reform and finance. However, private sector development is complex. It is not 
the domain of any one agency; rather it relies on the performance of many. Difficulties, delays, 
and risks must be expected. These risks might have been reduced if ADB had developed 
stronger partnerships with the EBRD and the International Finance Corporation (IFC). 

                                                 
52 ADB. 2005. Uzbekistan Private Sector Assessment. Manila. 
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d. Assessment of the Private Sector Strategy and Program 

 
83. The initial strategy of assisting agribusiness made sense. Agriculture was, and is, the 
dominant source of income for Uzbekistan citizens. Helping to add further value by supporting 
competitive export-oriented agro-enterprises was a well-targeted strategy that reflected 
government priorities. It also provided an opportunity to demonstrate the value of the private 
sector. The execution of the strategy, however, has been flawed: 

(i) Loans were advanced to large enterprises with significant government 
shareholdings or government-appointed management rather than to privately-
owned SMEs. 

(ii) Inexperienced borrowers were left vulnerable to foreign exchange risks even 
though some hedging was thought to be afforded by focusing exporting firms. 

(iii) The need for working capital and adequacy of current equity was overlooked and 
borrowing failures were left for the banks to bear. Although participating banks 
were required under the loan agreements to meet prudential and other financial 
covenants and TA was provided to strengthen banking skills, credit risk 
assessment in most banks in Uzbekistan remains weak. The lesson is that it 
takes time and concerted effort to develop such skills in financial institutions in 
transition economies. 

 
84. Foreign exchange movements were a major factor in the failure of a number of private 
enterprises that borrowed from ADB-funded lines of credit. During the period that the borrowers 
had to service their loans, the official exchange rate moved from SUM40 to the dollar to 307 by 
November 2000, not long after the last subloan was granted, and to 771 by 2002. The currency 
had further depreciated to 1,013 in 2004 and as of end 2005 was around 1,180. These 
borrowers, if they were truly SMEs, would have had little experience of managing foreign 
exchange risk. Under the Rural Enterprise Development Project, it was assumed they would 
earn export income, which would provide a hedge of sorts. In fact, a number of firms were 
replacing imports and supplied the domestic market and thus were fully exposed to the foreign 
exchange risk. Exchange movements caused significant commercial hardship for many of these 
borrowers. The project completion report (PCR) circulated in October 2003 assessed the project 
as successful, but a number of issues were becoming evident and it was conducted before 
capital repayments became a problem for a number of borrowers.53 By 2005, borrowers 
accounting for 20% of the lent funds had failed and eight firms were being taken through the 
courts for recovery action. This raises the issue of ADB’s duty of care, particularly in transition 
economies, to design projects so risks such as exchange risks for borrowers are minimized and 
properly mitigated. Given that large currency depreciations took place in all former Soviet Union 
countries, ADB should have been clearer about the risk of adverse impacts of major exchange 
movements on the emerging private sectors. It was not sound precedent to expose 
inexperienced companies to the significant risk of exchange rate movements when they 
borrowed in a convertible currency. 
 
85. The take up of the second line of credit to SMEs raises a number of issues. It took about 
3 years for 90% of the funds to be disbursed. Conditions barring borrowers from purchasing 
equipment from the Russian Federation—Uzbekistan has a long history of using Russian 

                                                 
53  This PCR was one of the sample selected by OED for in-depth review. In this case, because of disagreements as 

to the findings, OED was not able to validate the PCR’s assessment. OED’s 2006 work program includes a project 
performance evaluation report for this project. 



 

 

26 

goods—reduced the attractiveness of, and demand for, funds.54 Borrowers were required to 
accept the whole exchange rate risk, again on the assumption that such risks could be 
effectively mitigated if the SMEs earned foreign exchange. During the loan availability period, it 
became possible for enterprises to borrow funds elsewhere without such exchange risks, which 
reduced the competitiveness of the line of credit. The loan agreements offered no flexibility that 
would have enabled conditions to have been altered to meet changing market environments. It 
is doubtful that this finance has made a significant impact, though undoubtedly some 
enterprises have been successful. Under the third line of credit, the foreign exchange risks were 
borne by the Government and the loan proceeds were onlent to participating commercial banks 
in local currency at a real positive interest rate. In such cases, care must be taken to ensure that 
loans made from some ADB lines of credit are priced competitively in the market place vis-a-vis 
other local currency loans. 
 
86. Based on the CAPE’s assessment, the operations in the financial sector, with the 
possible exception of microcredit, have not been a strength of ADB’s operations in Uzbekistan. 
ADB conducts regular monitoring of its subloan portfolios and is aware of arrears in interest and 
principal. Recently reported EBRD experience in supporting SMEs (by providing $160 million in 
credit lines through Uzbekistan banks) found cases of business failures caused by a range of 
factors, including unfavorable exchange rate movements and malfeasance. There seems little 
reason to think that ADB experience would be dissimilar. Based on the experience of ADB loans 
and that of other donors, plus the conditions set out in the Operations Manual,55 the OEM does 
not consider that priority should be given to financing lines of credit through government-owned 
banks in ADB’s future program in Uzbekistan to support SMEs and private sector development. 
One issue that will need to be addressed during the formulation of the CSP will be ADB’s role, if 
any, in the financial sector. The Government would like ADB to explore innovative ways of 
providing financing to the emerging private sector, particularly SMEs, and mortgage financing to 
support housing development in rural areas. The Government advised the OEM that lines of 
credit should not be channeled through government-owned banks.  
 
87. The TA program has been responsive to the Government requests. However, ADB TA 
projects have underestimated requirements. When follow-up assistance has been requested, 
responses have been lacking, indicating that the interventions are not part of a coherent 
strategy and not designed to become building blocks for progressive interventions. Scarce funds 
that might have been better directed to helping Government address enabling conditions were 
provided to the banking sector for extensive training. The results of that training are not evident 
in an improved quality of lending portfolios being managed by the contributing banks. 
 
88. The PSA proposed interventions including the privatization of the National Bank of 
Uzbekistan, the largest commercial bank, and the breaking up of the light industry industrial 
association. It also stressed the importance of increasing government confidence in the private 
sector and addressing the issue of improving the performance and productivity of SOEs. 
Targeting the largest bank and one of the strongest industrial associations seems to be a high 
risk strategy. Little is known of the likely Government response, which might not be supportive. 

                                                 
54 ADB Management is aware of this issue. Addressing it would involve changing ADB’s charter, a complex 

procedure that is not being considered. Procurement rules can be relaxed on a case-to-case basis, but this 
requires a two thirds majority of the Board. Generally, staff were not encouraged to use this flexibility. It has been 
used to support operations in other countries but not in Uzbekistan. 

55 ADB. 2003. Operations Manual, Section D6/BP. 15 December 2003. Subsection D sets out seven conditions that 
financial intermediaries need to meet to be eligible to onlend under ADB loans. Many government-owned financial 
institutions, particularly in transition economies, would not be able to meet all these conditions (ADB. 2005. Annual 
Evaluations Review. Manila). 
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The capacity of ADB headquarters and URM to support such a bold strategy, without significant 
additional human resources, is a concern. 
 
89. Approaching private sector development from the perspective of what is practical rather 
than what might be ideal would take into account the Government’s perspectives, as it has to 
manage the consequences of vested interests opposed to change. The PSA did not establish a 
broad medium-term objective for a sector program. Nor did it examine alternatives. One 
alternative would be to help the Government develop a plan that meets their perceptions of risk, 
sequencing, and urgency for a reform program. A support program could then be developed to 
support implementation. This would allow small but measurable steps to be taken that would 
build confidence and confirm commitment. Another option would be to identify and work closely 
with one or more key government agencies on their own change agendas, such as the 
Demonopolization Committee, which has oversight on improving competition and monitoring 
private sector performance. A third option would be to continue to link private sector 
development to priority sectors, such as education and agriculture, in ADB’s loan program. In 
education, textbook publishers and printers have already been assisted and need further advice 
to ensure that they are commercially ready to enter a fully competitive environment. Similar 
arguments can be made for agricultural machinery parks, agribusiness, and farms, all of which 
are being supported by the three ADB loans in the agriculture sector. 
 
90. The recommendation in ADB’s private sector development strategy of first getting the 
regulatory environment to a reasonable state was largely ignored in its operations.56 Although 
little had been done in this area, ADB provided finance for the banking sector anyway in its early 
operations. The expectation was that ADB’s lines of credit would help to improve the regulatory 
environment for the SME and banking sector. There is little evidence to suggest that ADB’s 
effort made a significant impact in these areas, other than the assistance provided that led to 
the passage of the Credit Union Law. If there were significant weaknesses in the business 
environment, as there were when ADB’s lines of credit were approved, then there is a significant 
risk that there will be related problems in the banking sector as clients find it difficult to repay 
loans.  
 
91. The Government adopted several important measures in 2005 to improve the enabling 
environment for the private sector in 2005. In principle, the Government is willing to consider 
privatization in most sectors except for the natural gas and gold mining sectors. Plans are being 
developed to encourage private investment in some types of infrastructure (e.g., railway, urban 
infrastructure, and related services). However, ADB did not make a meaningful contribution to 
these broader strategic decisions. During its discussions with the OEM, Government officials 
noted that Uzbekistan was the first Central Asian country to agree to a private sector 
development strategy (in 2002) and that a memorandum of understanding was signed in 2004 
to activate the strategy. Despite this, ADB has not made any non-sovereign loans or equity 
investments to support private sector projects in Uzbekistan. Officials also noted that IFC staff 
stationed in the region visit Uzbekistan more frequently than do staff from ADB’s private sector 
department.57 During the next CSP period, ADB should monitor the changes in the business 
climate resulting from the adoption of the resolutions in 2005 and look for opportunities to 
support the private sector. 
 

                                                 
56 Some progress was made in this area at the sector level, for example in agriculture, education, and railways. 
57 While sympathetic to the staffing constraints in ADB’s Private Sector Department, Government officials believe that 

ADB should address this issue so that it is in a position to provide desired services to DMCs. 
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2. Strengthening Infrastructure and Utilities58 
 
92. In infrastructure and utilities, ADB has supported railways, urban and rural water 
services, irrigation, roads, and communications. Infrastructure and utilities can be considered as 
a group. Utilities provide well-defined services to clearly identified customers on a user-pays 
basis. Their service recipients vary in their capacity to pay so some customers are subsidized, 
either by other consumers or directly by government funding. Usually, utilities control their own 
revenue stream, out of which they are expected to fund capital expenditures and day-to-day 
operations. Typically, they operate as autonomous natural monopolies under their own 
legislation and enabling regulations. 
 
93. During much of the evaluation period, Uzbekistan’s state-owned utilities were 
underfunded. Government-set tariffs were too low to produce sufficient revenue to fund 
maintenance, asset renewal, and expansion. Consequently, service levels were poor, 
management weak, and productivity low. Getting management and revenue right is critical if 
utilities are to become commercially oriented and provide services that are affordable and 
desirable. The Government is moving to address this issue. Household solid waste services 
have been privatized and the companies are free to charge for their services. Water supply, 
wastewater treatment, and heating companies are being commercialized with a view toward 
partial privatization with some degree of Government ownership. Utility tariffs are regulated 
following Presidential Decree 2832 in 2001. Cost recovery is allowed for expenditures, 
standards losses, a 10% profit, and some financing for development and asset renewal. 
Presidential Decree 3662 of 2005 indicates that the State will provide a subsidy of 10% of the 
cost of heating companies as part of its social protection policy.  
 

 a. The Infrastructure and Utilities Strategy 
 
94. ADB support for infrastructure and utilities initially focused on transport—specifically rail 
and roads. For rail, the rationale was the need to avert the threat to exports posed by 
deteriorating infrastructure. Rail is the principal mode of transport for Uzbekistan exports, such 
as cotton, and for important commodities for internal consumption such as oil. Railway projects 
promoting economic development and regional integration were designed to improve 
operational efficiency and cost recovery and to support policy reforms, sector restructuring, and 
institutional development. Roads are also important for commerce and, when complimented by 
initiatives to facilitate cross border trade, improve connectivity in the region. Irrigation and 
drainage are integral to the agriculture program and are discussed under that sector. 
 
95. In 2000, the COS added urban water services and energy to the list of sectors in which 
ADB operated. The rationale for involvement in urban water services was to reverse declining 
living standards caused by deteriorating services. The reason for adding energy was linked to 
regional cooperation and trade. A year later, rural water utilities were added, a decision that 
stemmed from converting a slow response to drought relief into a part of the ongoing strategy. 
 

b. The Infrastructure and Utilities Sector Program 
 
96. ADB’s support for infrastructure and utilities involved loans totaling $334 million, nearly 
40% of total lending. Two projects, however, have not proceeded. A road project ($50 million) 

                                                 
58 Infrastructure and utilities are more fully discussed in Appendix 7. Irrigation is included in this discussion because 

many of the management principles used for irrigation are similar to those used to manage a utility. This grouping 
does not imply that irrigation should not be considered as an integral part of the agriculture sector. 
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and an energy project ($70 million) were cancelled. The road project was cancelled because of 
conditionalities attached to the loan and Government concerns about the volume of cross 
border traffic. The energy project was cancelled as a result of difficulties in finalizing cross 
border regional agreements and addressing trans-boundary pollution in a mutually acceptable 
way, despite prolonged discussions on these issues. There were two loans for rail rehabilitation 
($140 million) and two for water (a $36 million urban project and a $38 million rural project). 
Only the first rail project has been completed. 
 
97. The rail projects were designed to upgrade and rehabilitate 660 km of track. In addition 
to the infrastructure funded under the projects, railway officials cited four other benefits of ADB 
involvement in the sector: (i) introducing best international practice that lead to the restructuring 
of the railway sector; (ii) introducing procurement practices that met international standards; 
(iii) having accounts audited by international companies; and (iv) providing knowledge about 
international suppliers of railway equipment. The urban water project is improving services for 
480,000 people and the rural water project for 700,000. Project preparatory TA was used to 
design all projects, except the Rural Water Project. It evolved from drought relief, and the design 
work was conceptual. Detailed design work was built into the loan. 
 
98. ADTA has complemented the loan funds to support capacity building. In rail, this has 
included committing $1 million to focus operations on core services and install better 
management practices and procedures. Urban water received $600,000 to help revise 
management practices and systems. No ADTA was provided to the rural water sector (capacity 
building in this sector is being financed through the loan). 
 
99. Roads59 were an integral part of the interim strategy and remained so for the COS. They 
are also one of three priority areas targeted by CAREC. Two projects in neighboring countries 
were designed to improve road connections to Uzbekistan, thus having regional implications—
one in Afghanistan,60 and the other in the Kyrgyz Republic.61 Following the Government’s 
disagreement to the approach adopted under the Roads Rehabilitation Project, relationships 
with Uzovtoyal, the roads sector agency, deteriorated for some time. However, ADB maintained 
dialogue with Uzovtoyal during 2003 and 2004 on Afghan and Kyrgyz road corridors and in the 
broader context of CAREC.  
 
100. At the time the Road Rehabilitation Project was formulated, the key figure had largely 
been responsible for building up the controlling body, Uzavtoyul, into a vertically integrated, 
state-owned conglomerate. During project formulation, it was made clear to ADB any assistance 
for the road sector that included major conditionalities would be resisted. Despite this, the loan 
came with conditionalities that, among other things, sought to break up the conglomerate. The 
project design failed to take account of the local political reality. 
 
101. An immediate result of the approach was that ADB’s relationship with the Roads Board 
deteriorated. ADB had no fallback strategy. The loan’s strict conditionalities were non-negotiable 

                                                 
59 ADB. 1998. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Road Rehabilitation Project. Manila (Loan 1657-UZB, for $50 million, approved on 
15 December). 

60 ADB. 2003. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Republic of Afghanistan for the Emergency Infrastructure Rehabilitation and Reconstruction Project. Manila (Loan 
1997-AFG, for $150 million, approved on 3 June). 

61 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Kyrgyz Republic for the Southern Transport Corridor Road Rehabilitation Project. Manila (Loan 2106-KGZ, for 
$32.8 million, approved on 23 November). 
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after approval. There was no opportunity to change the approach or to open up a dialogue 
through, for example, TA designed to address a less controversial area of the conglomerate’s 
activities. In terms of efficiency, the approach was costly as the loan required project 
preparatory TA of $600,000, numerous missions, and the later employment of a staff consultant 
to see whether anything could be retrieved from the situation. Finally, the loan was cancelled 
because of both the policy issues and concerns in the Government that the anticipated cross 
border traffic would not grow as was anticipated during project formulation. After the loan was 
cancelled, some of the reforms supported under the project were later adopted: (i) transferring 
the road fund from Uzavtoyul to the Ministry of Finance; (ii) corporatization of Uzavtoyul; 
(iii) separating Government functions from the service delivery and implementation functions; 
and (iv) introducing tender procedures for road construction and maintenance contracts. The 
lesson is that an ADB attempt to impose conditions that are not owned by senior government 
decision-makers is unlikely to succeed. The timing and receptivity of key actors to reform must 
be carefully considered when deciding when, and how, ADB should engage in a sector. 
 

c. Assessment of Infrastructure and Utilities Strategy and Program 
 
102. Infrastructure and utilities are good targets for assistance, as this is an area of 
comparative advantage for ADB. Infrastructure and utilities can make a direct contribution to 
economic and social development but require good governance if they are to operate 
effectively. Services and performance are measurable and improvements can be demonstrated. 
Infrastructure and utilities are capital intensive and require loan funds with long maturities. 
Therefore, the question is less whether to invest in infrastructure and utilities than which types to 
support. The initial and subsequent investment in railways made sense on economic grounds 
and has been successful. Many noncore activities have been shed, profits improved, and better 
management practices put in place. ADB’s involvement has been sustained over the medium 
term and has produced changes in the culture of an organization that employed 100,000 people 
in the early 1990s and now employs less than half that number. ADTA played a major part in 
supporting the downsizing and improving management practices. These are keys to future 
commercial viability and possible private sector participation. 
 
103. The rationale for ADB involvement in urban water was less clear. Other IFIs were also 
active in the sector. ADB’s main contribution was providing financing, although there were also 
some broader achievements: (i) strengthening the institutional capacity of the Uzbek Agency of 
Communial Services, the executing agency (EA); and (ii) strengthening the accounting systems 
and financial discipline in three local water utilities (e.g., Gulistan, Jizzak, Karshi). The case for 
rural water was stronger. ADB’s intervention has had a positive impact on living standards and 
poverty reduction and was geographically linked with its support to the agriculture sector. 
 
104. Two key issues about sustainability remain. The first concerns tariffs and the willingness 
of the Government to bring them up to commercially viable yet affordable levels. The second is 
ensuring that costs are based on efficient operations. Both these questions still need 
considerable attention. 
 
105. As a result of the cancellations of the road and energy projects, ADB’s operations in both 
sectors are evaluated as unsuccessful. Costs of processing and attempts at implementation 
have not produced outputs and outcomes. The experience with energy, however, may provide 
ADB with an opportunity to rethink its approach to promoting regional energy trade, particularly 
the time needed to sign international power trade agreements. Such agreements are not driven 
solely by technical factors. They are also influenced by broader political/economic relationships 
between countries. Experience over the past 5 years in the Greater Mekong Subregion in trying 
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to develop regional power trade and a competitive energy market cautions against being 
overoptimistic as to the time required to get results. Given the uncertainties involved, making the 
signing of regional power trade agreements a condition of loan effectiveness or disbursement 
may not be a productive approach. It takes considerable time to put in place the incentives for 
least cost regional power planning and negotiating and signing power trading agreements 
between neighboring countries. 
 
106. The telecommunications sector was also included in the program. Grant funds were 
provided to develop a management information system (MIS) for Uzbek Telecom. There 
appears to have been little justification for such an intervention. A major commercial utility 
should be able to develop an MIS from internally generated funds or through borrowings which 
could be recouped from customer revenues or the proceeds of subsequent privatization. The 
contribution of such TA to poverty reduction would be minimal. There has been no follow-up 
lending. This was an isolated, one-off intervention that did not have strategic merit. 
 
107. The unfinished agenda for utilities and infrastructure includes addressing the enabling 
environment of commercializing utilities, improving management capacities to provide a 
desirable customer service, and securing financial sustainability. 
 

3. Reducing Rural Poverty 
 
108. The productivity of the Uzbekistan agriculture sector62 is declining. High water tables, 
inappropriate irrigation, and undermaintained drainage are increasing salination and water 
logging, which affect soil fertility and the amount of arable land. Every year, an estimated 
20,000 ha are abandoned because of salinity and water logging, which represents a significant 
economic loss to the country. Irrigation water is virtually free which, coupled with constraints on 
farm management decision-making, results in little economic pressure on farmers to use it 
efficiently. Irrigation utilities suffer from inadequate revenue flows and poor management 
practices, which compromise service quality and maintenance. 
 
109. The agriculture sector has a number of systemic constraints. The poor financial state of 
the collective and, then cooperative, farms encouraged the Government to begin privatizing 
land. Long-term leases on areas up to about 50 ha are now granted to farmers who can present 
a case for managing the land. Government enterprises are still involved as major suppliers of 
many farm inputs and as purchasers of wheat and cotton. Wheat and cotton have long been 
subject to unrealistic procurement targets and fixed prices below the farm gate prices. The 
mandatory State procurement quotas have been reduced to 50% of actual production for cotton 
and wheat. Farmers are required to sell their quota63 through official channels. The remainder of 
their production could be sold at higher prices on the market. While this is possible for wheat, it 
remains difficult for cotton. The Government views requiring farmers to provide grain and cotton 
quotas as a way to generate some revenue to offset the cost of providing transportation, water, 
fuel, fertilizer, and other inputs at below costs. For example, water is provided free of charge to 
farmers although the Government bears a heavy cost. The markets for grain and cotton remain 
distorted and farmers face difficulties because of the constraints placed on them. The 
Government also maintains mandatory cropping patterns for wheat and cotton that constrain 
productivity.  
 

                                                 
62  Agriculture and irrigation are discussed in more depth in Appendix 8. 
63 Under the Ak Altin Agriculture Development Project, ADB is supporting the pilot testing of a reform in one district to 

reduce the quotas to 25%.  
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110. District governments have considerable powers to direct the course of agriculture in their 
districts. Until there are further reforms, a free market in agriculture will not be achieved. 
 
111. Market liberalization has addressed horticultural, fruit, and livestock products. These are 
largely produced on small dekhan (privately-owned) farms, averaging about 0.2 ha in size. 
These farms now account for 60% of agricultural output on about 11% of agricultural land.64 
They represent an unencumbered free market and an area which, for the interim strategy, 
seemed to have a strong claim for attention. However, in practice, this was not the case in the 
actual operationization of the program. 
 

a. The Agriculture Sector Strategy 
 
112. The sector strategy identified two approaches: 

(i) supporting projects, especially pilot projects, that would demonstrate the utility of 
comprehensive sectoral reform; and 

(ii) supporting rural finance institutions that can potentially mitigate an important 
bottleneck to sector development. Emphasis was to be given to the promotion of 
small industries and rural financial systems based on credit union.  

 
113. The strategy remained unchanged until the CSPU 2005–2006, when it was altered to: 

(i) support government reform initiatives and demonstrate the efficacy of reforms, 
(ii) arrest the deterioration in rural living standards through sustainable rehabilitation 

of agriculture and water infrastructure and through land improvement; and 
(iii) support rural financial institutions.65 

 
114. Initially, the horticulture sector was identified as a potential priority for ADB interventions. 
It was apparently a high priority with the Government and competitive in the export market. 
Assistance to reduce post-harvest losses, upgrade processing and storage technologies and 
marketing capabilities, and strengthen finance for agribusiness was envisaged. This strategy 
would have emphasized the progressive side of the sector, which might have been valuable to 
demonstrate the benefits of privatization and market liberalization. However, although finance 
was made available to agribusiness in the Rural Enterprise Development Project, actual ADB-
supported interventions were not targeted at the small industries that were emphasized in the 
strategy.  
 

b. The Agriculture Sector Program 
 
115. The agriculture program consisted of three loans amounting to $135.2 million (equivalent 
to 15.7% of total lending), four project preparatory TA projects of $3.3 million (equivalent to 
32.4% of project preparatory TA), and four ADTA projects of $1.8 million (equivalent to 9.3% of 
ADTA). There was no comprehensive ADB sector study until 2005. 
 
116. To help address the crisis in irrigation, ADB supported two projects dominated by 
rehabilitation in Ak Altin and Amu Zang. Small amounts in these projects were allocated to farm 
management. Each of these interventions included small, but critical pilot testing of the impact 

                                                 
64 ADB. 2005. Agricultural Sector Review and Planning–Current Status and Outlook for the Agriculture Sector. 

Manila. 
65 After ADB’s 2002 reorganization, responsibility for support for rural financial institutions was transferred to the 

Governance, Finance, and Trade Division, ECRD. 
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of reducing production quotas. Other elements of these projects addressed issues related to 
extension services on best practices, demonstration plots, and development of water users 
association. The longer term outcome of these demonstrations will be crucial to the 
performance of the sector if they are successfully scaled up nationwide. Some of the problems 
in the agriculture sector relate to the intervention of local governments in farmer planning and 
decision making. In a market economy, farmers are able to freely decide on what to produce, 
how to produce it, and how to market their produce. A third project, initially designed to assist 
the Government to achieve wheat self-sufficiency, was not approved until after self-sufficiency 
had been achieved—albeit at high economic cost. That project was designed to improve wheat 
seed production and supply and addressed important farm management issues—measures that 
are designed to improve productivity. 
 
117. There were no interventions in rural finance and credit unions until 2000 when a project 
preparatory TA66 was designed to develop a legal and regulatory framework to govern savings 
and credit unions (SCU) and to design a project. This was followed by a small TA,67 formulated 
in conjunction with the United States Agency for International Development (USAID), to pilot test 
three credit unions. Both TA projects were major successes and led to the drafting and 
promulgation of the workable Law on Credit Unions in April 2002. 
 
118. This successful work made ADB the principal adviser to the Government on 
microfinance in Uzbekistan. However, ADB did not fully capitalize on this strategic advantage. 
ADB assistance undoubtedly galvanized the development of SCUs. The sector has expanded 
and a number of donors have entered the field. USAID is the principal adviser through an 
assistance program being implemented by ADB’s original consultants, the World Council of 
Credit Unions (WOCCU). Supported by USAID, WOCCU is providing management advice, 
training, and accreditation of staff and supervision services to 15 SCUs and to the Financial 
Sector Development Agency of the Central Bank. Although ADB did make a loan for 
microcredit, something bilateral agencies have not been able to achieve, ADB lost the potential 
to play the lead policy advisory role to the Government. 
 
119. There were two main reasons why ADB lost its position as the principal adviser in 
microfinance: 

(i) The design of the proposed microfinance project was altered. Instead of about 
$10 million being made available to SCUs, $5 million was made available, 
although initially only $2.0 million was available for lending and about $1.3 million 
was provided for capacity building. In addition, ADB required the Government to 
provide $2.5 million in financing for this component. A further $15 million was 
made available to the micro and small enterprise (MSE) sector, changing the 
thrust of the loan. 

(ii) ADB did not proactively attempt to re-employ WOCCU for the attached ADTA. As 
a result, WOCCU took its design to USAID which decided to support it. 

 
120. ADB’s loan through the Central Bank experienced some significant problems. The lead 
international consultant was not always available when most required and the funding was not 

                                                 
66 ADB. 1999. Technical Assistance to the Republic of Uzbekistan for the Rural Savings and Credit Union 

Development Project. Manila (TA 3254-UZB, for $596,000, approved on 9 September). 
67 ADB. 2001. Technical Assistance to the Republic of Uzbekistan for the Pilot Testing of Rural Savings and Credit 

Unions. Manila (TA 3635-UZB, for $150,000, approved on 5 March). 
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sufficient to achieve the objectives. The combination of these factors has left WOCCU as the 
principal adviser to the Government on microfinance.68 
 
121. Policy dialogue has been an important part of the program, though the strategy has been 
silent on specific priorities. Policy reform is important, particularly with regard to land 
privatization, the removal of cotton and wheat quotas, and the regulation of SCUs. In the 
dialogue on quotas, ADB has worked closely with the World Bank and the IMF. Production 
quotas for cotton and wheat have been reduced but still remain in effect. A 2002 resolution 
permitted the private sector to purchase cotton, but no significant private companies have 
become engaged in the trade. Shirkat (government owned) farms are being disbanded, and 
92% of Ak Altin had been privatized by the end of 2003. 
 

c. Assessment of the Agriculture Sector Strategy and Program 
 
122. The agriculture strategy adopted was sensible. However, its priorities were not clear. A 
flaw was that it did not make transparent the alternatives which had been assigned a low priority 
or been rejected and, as a consequence, have not been followed.69 The case for emphasis on 
farm management in a stressed irrigation environment was not made sufficiently strongly. Given 
the limited availability of irrigation water, there was an opportunity to establish a sustainable way 
of managing irrigation effectively. The importance of this should not be underestimated. 
Irrigation was recognized as a serious problem in the COS and is now a significant driving force 
of the program and is associated on a pilot basis with the critical reform agenda of reducing or 
eliminating production quotas. Although the Government recognizes that other countries charge 
water user fees, because of social concerns, it is not yet ready to introduce reforms in this area. 
The Government has identified a new rural development issue—improving the housing of the 
rural poor and would like to learn from ADB’s experience in other Asian counties in transition 
(e.g., Mongolia; Viet Nam). The CSP will need to consider how, or if, to become involved in this 
area. There may be opportunities to develop synergies by addressing this problem in areas 
where there are other rural development projects that create livelihood opportunities. Given that 
this is a new area for both ADB and the Government, a cautious exploratory approach is likely 
warranted, should ADB decide to become involved in this issue.  
 
123. It is too early in the implementation of the program to be able to assess its effectiveness. 
However, the OEM was concerned that, in Ak Altin, farm management issues are complex and 
need considerably more attention if profitable and sustainable farms and input providers are to 
be established. Pilot reductions in production quotas have been successful but are still at an 
early phase. The ultimate measure of success is the pace and extent to which these 
experiments are scaled up across the sector. Water management requires critical and long-term 
attention and it is questionable whether ADB’s support will be sufficient to ensure its 
sustainability. The complexities involved in introducing water tariffs and charges for service may 
be underestimated. A broad-based program that addresses constraints and prepares market 
participants for the proposed development and progressive implementation of a tariff regime is 
required. 
 
124. In microfinance, there is reason to doubt that ADB’s microfinance loan has provided 
access to the poor or that the MSE component effectively targets the agriculture sector. 
                                                 
68 For strategic planning, microfinance still presents an opportunity for a leadership role. EBRD’s recent Strategy for 

Uzbekistan, approved on 26 July 2005, recognized that private banks would not be able to satisfy needs for 
microfinance and EBRD would investigate the possibility of establishing a microfinance bank with other IFIs. 
Discussions between ADB and EBRD are ongoing. 

69 This is a systemic weakness of all ADB CSPs, not a particular weakness of the Uzbekistan CSP. 
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Flexibility to enable a response to swiftly changing market trends, so long as they are confined 
to SCUs, might be as important for an effective loan as the imposition of financial controls to 
ensure that participating banks manage their financial responsibilities effectively. 
 
125. Program implementation in the agriculture sector has only just begun. A number of 
problem areas need attention before there can be confidence that agriculture achieves a 
satisfactory and sustainable state. These include governance, farm management, input supply, 
irrigation and drainage management, and opening up markets. 
 

4. Redirecting Education70 
 
126. Education has been a high Government priority since 1992. Education expenditures 
account for approximately 9.5% of GDP, which is high by international standards. In 1997, the 
budget appropriation for education was 22.4% of the total budget; this rose to over 40% by 
2005. The Government has placed a very high priority on educating the next generation. At 
some point, the question should be asked whether the country is over-investing in education at 
the cost of under-investing in other areas. 
 
127. In 1997, a National Program for Personnel Training began. This envisaged a three-state 
approach to education reform program covering 1997–2001, 2001–2005, and post-2005. One 
change was to extend compulsory education to year 12. These plans were followed by the 
National Program for School Education Development (NPSED) 2004–2009. 
 
128. In the period after independence, the education sector in Uzbekistan faced many 
difficulties and reform was required, drawing on best international practice. Among the many 
problems in the basic and secondary systems, the provision of textbooks was a major problem 
as the Government could not afford to supply them. There was significant undersupply and as a 
result, school attendance declined. 
 
129. Education quality needed to be improved through new curricula and teaching methods, 
teacher training, more access to information, smaller class sizes, and lighter teacher loads. 
Distribution of funding (a disproportionate amount was provided to senior secondary and tertiary 
levels) needed to be addressed. 
 

a. The Education Sector Strategy 
 
130. The strategy sought to support efforts to improve the relevance and quality of education 
and enhance national capacities to plan, design, manage, and monitor sector reforms. The 
targets were compulsory education and early childhood development. 
 
131. ADB’s approach to the education sector has closely followed the path of successful 
educational programs in other DMCs,71 particularly transition economies. ADB has been by far 
the largest donor in the education sector and has been the principal player in helping the 
Government develop its reform program. 
 

                                                 
70 Education is discussed in more depth in Appendix 9. 
71 ADB staff education committee, as part of its knowledge management program, had regular meetings in which 

project performance was discussed and various approaches examined. As a result, ideas which had been 
successful were communicated within the group and adopted by members in their own project designs. 
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132. ADB has pursued the objective of quality in an environment where there has not been a 
comprehensive development plan targeted at student outcomes. ADB education sector strategy 
would be enhanced and policy dialogue might be facilitated, if there were a formal substantive 
agreement with the Government about educational goals, especially a common understanding 
of quality and what was required to achieve the goals. 
 
133. Part of ADB’s approach has been to expose officials to best international practice with 
the view that, if well managed, this would alter the internal climate for change. Study tours have 
exposed officials to other education systems and opened their minds to the benefits of reform. 
This has been successful. As a result, curriculum change and in-service training have become 
priorities for reform. 
 

b. The Education Sector Program 
 
134. The program consisted of six loans totaling $230.5 million (26.8% of the total lending), 
five project preparatory TA projects amounting to $1.35 million (12.7% of project preparatory 
TA), and five ADTA projects totaling $2.7 million (14% of ADTA). 
 
135. The first loan targeted the provision of improved textbooks for a number of basic grades. 
Textbook publishing in a country where there is little other publishing is fraught with commercial 
risk. A large number of print runs of the order of 50,000–100,000 copies of textbooks are 
needed for distribution at one time, just before the beginning of a new school year. The private 
sector would not have been able to cope with such volumes. ADB chose to stimulate 
competition by establishing a bidding process for each textbook and providing publishing and 
printing companies with access to a $20 million revolving fund. More companies have become 
involved in the publishing and printing of textbooks than at the start of ADB program, but the 
resulting competition is only nominal. Government-owned publishing and printing houses still 
dominate but remain inefficient with doubtful profitability. ADB policy dialogue has failed to 
improve the situation and it needs to reconsider its approach. Government-owned publishers 
and printers would benefit from assistance in improving their management and commercial 
planning and operations. If that were to be accomplished successfully, at a future date ADB 
might encourage the Government to divest its holdings on the basis that it could sell the 
companies as going concerns. 
 
136. The process of taking the Second Textbook loan from design to approval took 
18 months. While the time taken was reasonable, the start date meant that the second loan was 
not ready to be implemented when the first loan was closed. While the gap was not great, there 
was a perceived loss of some momentum. This suggests that, if there is to be a long-term sector 
program, an instrument which can provide a seamless flow of funding would be preferable to a 
succession of discrete investment loans. 
 
137. In Uzbekistan, ADB has provided consistency in the source of its advice and has 
developed an ongoing effective relationship with key officials in basic education. The reform 
agenda in basic education has been advanced significantly by this relationship and can be 
contrasted with the slower pace of reform at the senior secondary level where such a 
relationship has not been established. The equipment emphasis in senior secondary sat 
uneasily with a strategy which was focused on quality and positioning ADB to be able to 
encourage reform. The management decision to respond positively to the strong Government 
request was made despite some professional staff advice to the contrary. 
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138. The Education Sector Development Program (ESDP),72 a controversial operation, was 
designed to improve the quality and efficiency of the education system. The $70 million program 
loan component was supported by a policy matrix specifying reforms to modernize the content 
and structure of education, promote sustainability and efficiency, reform governance and 
management systems, and protect access of the poor to quality education. A $38.5 million 
project loan was provided to strengthen sector planning and management capacities, improve 
and extend teacher education, strengthen community involvement with schools, and improve 
learning conditions. The timing of this intervention was important for ADB’s education sector 
program because the ESDP was designed to link teacher training to revised teaching methods 
that were assumed in the Basic Textbook Project. Consequently, teacher training needed to be 
coordinated with textbook change. The ESDP was designed to introduce reforms to basic 
education that would maintain the reform impetus that had been stimulated by the Basic 
Textbook Project. However, synchronization was not achieved as there were 20-month delays 
in releasing both the first and second tranches of the ESDP program loan component. 
 
139.  A sector development program (SDP) was an appropriate way to addressing the 
circumstances prevailing in the education sector since investments were unlikely to be fully 
successful without a policy-based lending component.73 It was reasonable to expect that an 
SDP would foster an integrated, long-term approach to the education sector and would enhance 
ADB’s leverage for promoting policy and institutional reforms. ADB’s SDP policy states that 
“SDPs must take into account the linkage between the proposed sector program and the 
macroeconomic conditions in the DMC. In particular, general macroeconomic conditions and the 
direction of macroeconomic policies must be deemed satisfactory for an SDP to be considered. 
Also, the effect of untied capital inflows from the program-lending component on money supply 
and the exchange rate must be considered.” The policy also states that “ADB is to consult and 
closely coordinate with the International Monetary Fund, the World Bank and, where applicable, 
other multilateral development banks and major bilateral agencies in formulating and 
implementing SDPs. Aid coordination must in particular address the interface of the policy and 
investment program supported by the SDP with the macroeconomic aspects” (footnote 73). 
 
140. During the processing of the ESDP, there were concerns in ADB, other IFIs, and some 
major bilateral donors about the Government’s economic reform program. Although the 
Government recognized that economic reforms were necessary, implementation of reforms had 
proceeded unevenly and in 2002 there were some reversals. ADB monitored macroeconomic 
developments and delayed loan negotiations for 8 months until the IMF concluded a staff 
monitored program with the Government. However, because of several policy reversals in the 
latter part of 2002, the IMF decided to take a longer term view that might lead to a stand-by 
arrangement rather than the completion of the staff monitored program. After the IMF’s decision, 
ADB Management decided to submit the ESDP to the Board because of the importance of 
supporting reforms in the education sector and its conclusion that sufficient progress had been 
made on macroeconomic reforms. 
 
141. About 22 days after the ESDP report and recommendation of the President (RRP) had 
been circulated to the Board, an addendum was circulated that made a fundamental change in 
the conditions for the release of the first tranche. In effect, the addendum said that the release 
of the first tranche would be tied to IMF conditionalities, although the wording suggested that 

                                                 
72  ADB’s position as a trusted partner of the Government was also an issue as the ESDP would be the first program 

loan to the country, at a time when the Government’s foreign exchange reserves were under pressure. Smooth 
processing would confirm ADB as a predictable and trusted partner, particularly in the area of policy dialogue. 

73 ADB. 2003. Operations Manual D5/BP. Sector Development Programs. Manila. 
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ADB could make its own decision after consultation with the Borrower and other international 
organizations. A footnote in the addendum made it clear that the IMF conditions were subject to 
change. The conditionalities advocated by the IMF had no bearing on the education sector. 
They addressed currency reform, trade restrictions, cessation of state procurement practices 
regarding cotton, and improving official economic data. As couched in the Addendum, these 
conditions could be deemed as lacking a degree of clarity, particularly in setting monitorable 
targets, given the statement that acknowledged that the conditions were subject to change. 
 
142. The issuance of such a fundamental addendum well after completion of loan 
negotiations and the circulation of the documents to the Board is unusual, perhaps 
unprecedented, in ADB. Management took this unprecedented action because of strong 
feedback from some constituencies after the documents were circulated. During consideration 
of the ESDP, the project and reform package for the education sector were generally endorsed. 
However, many Board members, particularly those representing DMCs, expressed strong 
concern about the addendum. There was concern about the process (e.g., issuing such a 
fundamentally important addendum at a late date on a matter that had never been formally 
raised with the Government during the processing of the ESDP) and the precedent of tying 
ADB’s operations in the education sector so formally to IMF macroeconomic conditionalities. 
Several chairs representing donor countries expressed concern about whether it was 
appropriate to provide budget support in the absence of an appropriate macroeconomic context. 
Management stated that the addendum was necessary for ADB to show solidarity with other 
donors which had expressed concern about the timing of program lending to Uzbekistan. 
Management characterized the addendum as something that was accepted and agreed to by 
the Government, would not impose an extra burden on the Government,74 and was not in any 
sense a unilateral decision on the part of ADB. While these statements may have been 
technically correct in the sense that the Government agreed to this course of action, in the 
CAPE’s view it would have been more accurate to say that the Government was given an 
ultimatum by ADB of accepting the addendum or seeing the ESDP taken off of the Board 
agenda indefinitely. Management also indicated that such an addendum was not viewed as a 
precedent for other program loans to Uzbekistan because the Government was expected to 
reach agreement with the IMF. If Management was so confident the Government would reach a 
satisfactory agreement with IMF, the value of the addendum seems questionable. As it turned 
out, the envisaged standby arrangement did not materialize. In contrast to the lending programs 
to support other economies in transition, ADB’s program in Uzbekistan has not included other 
policy loans. 
 
143. The CAPE believes that it is bad practice for ADB to introduce such a fundamental 
addenda well after completion of loan negotiations and circulation of the documents to the 
Board. A better way to manage this process should have been found, although it is recognized 
that there were strong differences of view among some members of staff and Management and 
among various constituencies on ADB’s Board. There were other options that could have been 
considered which might have been better than the events that actually took place: (i) ADB could 
have made a decision that, because of concerns about macroeconomic policies, it was not 
appropriate to apply the program loan modality in Uzbekistan and report this conclusion in the 
CSPU—Management opted not to make such a decision; or (ii) ADB could have separated  
policy lending from the project loan because of concerns about macroeconomic management 
Although Management did monitor macroeconomic conditions closely and consulted with IMF, it 
opted not to make that separation because it felt that sufficient progress had been made on 
macroeconomic issues. Management could also have considered the option of deferring Board 
                                                 
74 Because the Government stated that it wanted to undertake these reforms. 
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consideration of the ESDP to an unspecified, more propitious time. Although ADB’s SDP policy 
does require that the link between an SDP and macroeconomic conditions be considered, it 
does not require type of link with IMF conditions made in the addendum. While such a link might 
fit logically in, for example, a financial sector SDP, the logic of such a link in an operation in the 
education sector is not clear. Although there were strong objections to the program lending 
component for some Board constituencies and the World Bank, the OEM did not find strong 
objections from IMF in the written material in ADB’s file. As it turned out, the Government opted 
not to borrow from IMF. However, Uzbekistan later accepted IMF’s Article VIII conditions and 
appreciated advice provided by IMF during regular consultations on a range of economic issues, 
including currency management.75 
 
144. Attaching IMF conditions to the ESDP seemed contrary to ADB’s country strategy and 
CSPU. A consequence of the additional requirements was that implementation of the ESDP 
was delayed, program administration was complicated, and relationships with the Government 
became difficult. Clearly, the addendum did not provide any incentive for the Government to 
reach agreement with the IMF quickly. There were long delays, about 20 months, in the release 
of both the first and second tranches, although other factors also contributed to the delay in 
releasing of the second tranche (e.g., there was a delay in recruiting consultants whose work 
was to contribute to fulfilling some of the tranche release conditions).  
 
145. At the end of 2004, a project preparatory TA was started to test the feasibility of an 
information and communication technology (ICT)76 project to education. The project could 
provide impetus to the educational reform agenda. 

(i) If there was a computer and screen projector on the desk of every teacher, 
curricula would have to be changed to optimize the advantages offered by the 
computer as a teaching tool, thus providing an entry point into curriculum reform. 

(ii) The availability of computers would affect teaching methods because of the 
access to resources that the internet provides. This would provide an entry point 
into further reform of teaching methods. 

(iii) There is a less obvious governance benefit. In the evening, parents could be 
allowed access to school computers, thus involving them both in the education of 
their children and giving them access to a range of information. This could be a 
way to introduce parent-teacher associations. 

 
c. Assessment of Education Sector Strategy and Program 

 
146. The achievements of the education program include the following. 

(i) The education sector is one of the most reform-oriented sectors. Significant 
reforms have been started and pursued sensibly. 

(ii) The textbook rental scheme has shifted one set of significant costs from the 
budget to students, while allowing for the very poor to borrow textbooks from 
schools. 

(iii) The decline in school attendance at the basic level has been arrested and turned 
around, which will have an important impact on the MDG for universal primary 
education, an MDG which Uzbekistan had already achieved. 

                                                 
75 IMF missions regularly consult with URM. 
76  The resulting loan, ICT (ADB. 2005. Report and Recommendation of the President to the Board of Directors on a 

Proposed Loan to the Republic of Uzbekistan for the Information and Communications Technology in Basic 
Education Project. Manila) was approved on 27 October 2005 from ADB’s Special Fund resources in amount 
equivalent of $30.0 million. In support of furthering of ICT into basic education, ADB and the Ministry of Public 
Education sponsored an international conference on this subject. 
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147. The ADB projects have contributed to the effectiveness of the Government’s education 
program. Their relevance, generally, has been high and their efficacy satisfactory. It is more 
difficult to evaluate efficiency and sustainability because of the early stage of the program and 
the fact that only two of the projects have been completed. The Basic Education Textbook 
Development Project has achieved a high level of effectiveness and sustainability. An innovative 
feature to increase transparency and participation involved depositing the proceeds of textbook 
rental in bank accounts controlled by the schools. The 9,000 accounts are audited annually and 
the balances in the accounts are disclosed to parents. There are doubts, however, about the 
sustainability of the publishing and printing houses in receipt of loans unless they are able to 
diversify and place their operations on a sounder commercial footing.  
 
148. Some issues have arisen related to the Senior Secondary School Project. On the 
positive side, a considerable number of textbooks have been published in the local language 
and a considerable amount of teaching material has been produced. However, further work is 
needed to ensure that modern teaching methods are used, the equipment procured needs to be 
better integrated into the curriculum, and greater efforts are needed to firmly link the courses 
provided with the demands in the market place, particularly in the emerging private sector. 
There are doubts about the long-term sustainability of some of the equipment provided by the 
Senior Secondary Education loan because of the lack of funding for maintenance and for 
providing the necessary materials to enable it to be operated fully. There have been some 
problems related to procurement, particularly when there are differences between ADB and 
local procurement regulations. However, the EA feels that the learning process related to ADB’s 
procurement helped to prepare them for the procurement tasks associated with other donor-
financed projects. ADB will need to focus more strongly on implementation performance, project 
administration, policy dialogue, and compliance with loan covenants. 
 
149. The balance of ADTA has not favored the Ministry of Public Education, the ministry 
responsible for basic education, the core of ADB program. The ministry has received no TA to 
support capacity building and policy development; although there was some justification for the 
latter as education policy was a responsibility of the COM. 
 
150. With compulsory education now the responsibility of two ministries, there is a need to 
integrate reform and quality issues and to obtain synergies from the projects that currently 
operate independently in each ministry. At the moment, there is no mechanism for integration. 
 

5. Technical Assistance77 
 
151. TA is a comparative advantage of ADB. If that advantage is to be maximized, it needs to 
be used strategically, especially when the annual indicative levels are low. The country strategy 
echoes ADB’s MTS on the importance of removing constraints to development: “Institutional 
development is the single most important task relating to managing the transition.” Thus, in the 
case of Uzbekistan, it would be expected that the thrust of TA would be institutional 
development in the priority sectors identified by the country strategy. This has not occurred. 
Instead, there have been apparently ad hoc interventions rather than a coherent program of TA. 
This is particularly noticeable with ADTAs, which appears to have become a necessary 
attachment to an investment loan rather than part of a strategic program in a sector. A 
comparison of all attached ADTAs reveals little consistency in the approach to sector 
opportunities or constraints. 
                                                 
77 Discussed in more detail in Appendix 10. 
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152. In the evaluation period, a total of 20 project preparatory TA projects representing 
$10.2 million and 36 ADTA projects in 26 different agencies totaling $19.5 million have been 
approved.78 A total of 14 TA projects (35% of total ADTAs) have been evaluated by technical 
assistance completion reports (TCRs) and 3 have been evaluated by technical assistance 
performance audit reports (TPARs). The TCRs rated 11 advisory TAs as successful, two highly 
successful, and one partly successful. The TPARs rated two projects highly successful and one 
successful. The two rated highly successful in the TPARs were rated as partly successful and 
successful by TCRs. 
 
153. The EAs generally responded positively to a survey about TA performance. There was a 
high level of satisfaction with design, contribution, and impact. ADTA projects have had a 
number of outstanding achievements, including the following: 

(i) access to ADTA funds has enabled the Government to open up the debate about 
poverty;79 

(ii) an SCU movement has developed;80 
(iii) a public investment planning capacity has been established;81 
(iv) noncore activities have been shed and payroll costs cut in railways;82 and 
(v) engagement with the Demonopolization Committee83 has presented ADB with a 

significant opportunity to use its influence to maintain momentum in the process 
of bringing competition to the market place. 

 
154. As a strategic tool, the use of TA in Uzbekistan has three significant weaknesses in its 
application: 

(i) there was no overall strategy regarding the use of TA; 
(ii) TA was spread in an ad hoc fashion over a large number of agencies; and 
(iii) sector studies were included late in the program. 

 
155. Other weaknesses included the following: 

(i) Some interventions were made with little appreciation of how the government 
works. 

                                                 
78 Appendix 10, Table A10.1 provides a list of TAs and grants from 1996 to 2005. Table A10.2 gives the distribution of 

ADTA resources illustrating a TA program with a broader focus than the lending program, covering 11 sectors and 
themes as compared to nine sectors to which loans were provided. Table A10.3 shows that the major thrust of 
ADTA was capacity building, but not in priority sectors, with policy and planning development a secondary feature. 
Figure A10.1 shows the diminishing funds available for TA, making the importance of strategic targeting that much 
greater. 

79 ADB. 2001. Technical Assistance to the Republic of Uzbekistan for the Comprehensive Medium-Term Strategy for 
Improving the Living Standards of the People of Uzbekistan. Manila (TA 3781-UZB, for $800,000, approved on 
28 November). 

80 ADB. 1999. Technical Assistance to the Republic of Uzbekistan for the Rural Savings and Credit Union 
Development. Manila (TA 3254-UZB, for $600,000, approved on 9 September); and ADB. 2001. Technical 
Assistance to the Republic of Uzbekistan for the Pilot Testing of Rural Savings and Credit Unions. Manila (TA 
3635-UZB, for $150,000, approved on 5 March). 

81 ADB. 1997. Technical Assistance to the Republic of Uzbekistan for the Improving Aid Coordination and 
Management. Manila (TA 2771-UZB, for $600,000, approved on 18 March); and ADB. 1999. Technical Assistance 
to the Republic of Uzbekistan for the Improving Aid Coordination and Management (Phase II). Manila (TA 3190-
UZB, for $800,000, approved on 4 May). 

82 ADB, 1998. Technical Assistance to the Republic of Uzbekistan for the Institutional Strengthening of Uzbekistan 
Temir Yullari. Manila (TA 3068-UZB, for $850,000, approved on 15 September). 

83 ADB. 2003. Technical Assistance to the Republic of Uzbekistan for theInstitutional Strengthening of the State 
Committee on Demonopolization and Competition Development. Manila (TA 4147-UZB, for $300,000, approved on 
16 July). 
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(ii) There was frequently little consistency between interventions. Interventions were 
not consistent with sector priorities. Approaches to similar issues in different 
sectors were not consistent. 

(iii) Interventions in new areas tended to start with a large TA project, rather than a 
small one to test ownership and priority for the implementing agency. No 
interventions led to further work except in sectors where there was loan activity. 

(iv) Too many interventions did not complete the required task, resulting in the 
implementing agency having to do it itself. This had impacts on the quality of 
results, the learning experience, and the speed with which change occurred. This 
was particularly apparent in TA designed to develop draft policy as a precursor to 
new legislation. International consultants were employed to prepare draft policy 
and legislation. They completed that task with limited consultation with, or inputs 
from, counterparts; insufficient attention was often paid to the political 
requirements of the Government. With the terms of reference completed, the 
agency concerned was left with a document which then had to be revised 
markedly to fit the intentions of the Government. The policies which the 
Government wanted introduced received the required additional attention, 
whereas those of interest mainly to the donor community usually proceeded no 
further. 

 
156. The 2004 programming mission accurately summed up the performance of TA: “ADB 
was right to have identified institutional development as a central element of its strategy but its 
activities in support of institutional development have not been focused, lacking the 
underpinnings of adequate sector work. More importantly, the monitoring measures identified 
were too broad to establish linkage with ADB interventions.” 
 

6. Regional Interventions and Subregional Initiatives 
 
157. It is difficult to undertake a comprehensive analysis of the regional interventions that 
have included Uzbekistan. ADB does not record countries involved in regional grants in a 
systematic way in its databases. Consequently, the regional TA database cannot be searched 
by country. The only way of being exhaustive would be to reference every regional TA project 
completion report to determine which countries were included in the assistance, a time-
consuming task that was beyond the scope of this evaluation. This is a weakness in the 
knowledge management system of ADB. 
 
158. Table A10.4 (Appendix 10) gives the regional assistance in which Uzbekistan 
participated. This is split between assistance of a general nature and assistance that fell under 
the aegis of CAREC. There were 27 regional TA projects with a value of $15.68 million of a 
general nature and 15 regional TA projects with a value of $11.75 million for the CAREC 
program. 
 
159. The following observations can be made: 

(i) The relationship of regional TA projects to country program priorities is often 
minimal. Regional TA projects often reflect the interests of ADB or the officer 
designing the regional TA project rather than country priorities. This often results 
in a lack of interest on the part of the country and little follow up. The two 
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environmental regional TA projects84 are example, neither of which led to any 
further environmental interventions in Uzbekistan. 

(ii) The “drop in” nature of some of the interventions can result in the timing of the 
intervention being inappropriate. Political realities are often not taken into 
account. This is sometimes a particular problem with regional TA that often lack 
country ownership. 

(iii) The regional TA projects that provide discretionary funding to be released upon 
the advice of the URM have been successful. There were effective small grants 
to two business women’s associations,85 for example. 

(iv) There were interventions of a subregional nature which were not a defined 
priority of CAREC. For example, there were two education regional TA projects,86 
which unsuccessfully tried to develop a portal for a regional cooperation network. 
The fact that the sector was not a subregional priority at that time does not seem 
to have been considered (although the projects may have been useful for CARs 
other than Uzbekistan). 

 
160. The CAREC program has potential for Uzbekistan, although it has not yet resulted in any 
ADB-funded projects in Uzbekistan. The only project that was designed, the Regional Power 
Transmission Project, has been cancelled. The program is well regarded by Uzbekistan, a major 
feature being the apolitical nature of ADB’s support. It is seen as having significantly more 
potential than other cooperative groups operating across the membership of CAREC.87 
 
161. The program has identified three priority sectors: trade, transport, and energy. Four 
working groups have been established consisting of officers from relevant departments who 
develop ideas and present proposals to a senior officer’s meeting twice a year. These meetings 
reviews and refines the proposals before presenting them at an annual minister’s conference. 
The customs and transport groups under the aegis of ADB have proceeded furthest.88 The 
Government believes that regional projects should be considered to be in addition to the 
indicative planning figures, which set the likely lending for individual countries. 
 
162. While it is too early to be certain, the initiatives in the customs area have the potential to 
have a significant governance impact on cross-border movements, especially in reducing the 
opportunities for customs officers to exact their own parallel system of levies. 
 

7. Other Interventions 
 
163. Health is the only sector in which ADB has operated that had no attachment to the three 
original priority sectors for assistance. The World Bank leads in this sector. Since ADB is not the 
lead donor, there is little opportunity for it to achieve significant influence in the sector. The 
current health environment in Uzbekistan suggests that it will be some time before ADB has any 
further involvement in it. However successful ADB’s health intervention is, it is unlikely it will 

                                                 
84 ADB. 1999. Regional Cooperation for Sustainable Mountain Development in Central Asia. Manila (TA 5878-REG, 

for $380,000, approved on 16 December); and ADB. 2003. Capacity Building in Environmental Information 
Management Systems in Central Asia. Manila (TA 6155-REG, for $800,000, approved on 18 December). 

85 ADB. 1999. Gender and Development Initiatives. Manila (TA 5889-REG, for $850,000, approved on 23 December). 
86 ADB. 2000. Subregional Cooperation in Managing Education Reform. Manila (TA 5946-REG, for $750,000, 

approved on 20 October); and ADB. 2003. The ADB-OSI Central Asia Education Cooperation Network. Manila (TA 
6124-REG, for $200,000, approved on 6 October). 

87 Its importance is illustrated by the fact that the prime ministers of all but two member countries attended the second 
ministerial meeting in Tashkent. The other countries were represented at high levels. 

88 The other two working groups in trade and energy are not “sponsored” by ADB. 
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lead to others. In these circumstances, the strategic value of the health ADTA89 must be 
questioned. 
 
D. Strategy and Program Implementation 
 
164. Despite some issues related to conditions attached to loans, ADB’s strategy of 
engagement and a partnership approach to encouraging reform has been effective in terms of 
the relationship ADB has built up with the Government. ADB is the preferred multilateral 
development bank (MDB) based on its flexibility, responsiveness, and willingness to respect the 
Government’s timing of reform agendas given the constraints it faces. The Government would 
like to take this relationship further and there is evidence that it believes ADB should take up the 
principal role in coordinating all donor assistance. The Government’s view of ADB has been 
enhanced by what it perceives as the excellent process ADB has developed for the CAREC 
program. 
 
165. At the project level, the Government believes ADB‘s responsiveness is compromised by 
the fact that most decisions have to be referred back to ADB headquarters. It would prefer more 
implementation support for loans and TAs to be delegated to the URM.90 At a more strategic 
policy dialogue level, some in Government consider that, having positioned itself so effectively, 
the time has arrived for ADB to use its leverage to accelerate reform in the areas in which it has 
most influence. 
 
166. The indicative annual lending level for the program has been in the range of $100 to 
$150 million, the upper limit being conditional on an accelerated reform program. Annual lending 
averaged about $90 million.91 Between December 1996 and December 2005, 21 loans were 
approved totaling $914.7 million. This made Uzbekistan the 14th largest borrower from ADB92 

                                                 
89 ADB. 2004. Technical Assistance to the Republic of Uzbekistan for Capacity Building for Woman and Child Health 

Development. Manila (TA 4396-UZB, for $300,000, approved on 23 September). 
90 The Financial Review Management team reported on the Urban Water loan, describing delays when matters are 

referred to ADB headquarters, noting “that the project accounting arrangements are very well organized, and that 
the Project Manager and Project accounting staff are well qualified and have adequate experience to handle all 
Project financial management arrangements. During the review process, detailed examination was carried out of 
several critical accounting and financial management aspects of the Project, and aside from a few minor 
improvements which were communicated to the Project accounting staff, the FMR team was very satisfied with the 
financial management arrangements that had been put in place. The Project has a simple but well prepared 
Financial Management Manual (FMM), which had been created with the assistance of the Project Management 
consultants, and in fact, is one of the few ADB projects that has such a manual. It is unfortunate to note however, 
that in spite of the fact that a copy of the FMM was sent by the project management unit (PMU) to ADB for review 
and comment in July 2004, the ADB Division concerned has only acknowledged receipt, and in spite of advising 
the PMU that comments would be provided “shortly” as of November 2004, the PMU is still awaiting ADB’s 
comments. This is sadly yet another instance of ADB’s lack of interest and support in area of financial 
management.” ADB. 2005. Financial Management Review - The Republic of Uzbekistan - Final Report. Manila. 

91 No loan was approved in 1999 because processing of one loan slipped to 2000. 
92 Excluding countries that no longer borrow. 
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and the largest borrower in Central Asia.93 All loans were financed from OCR, apart from three 
loans94 financed from ADF95 totaling $75 million. 
 
167. Three of the five loans approved before 2000 were classified as economic growth 
projects, and two as human development. From 2000 onward, loans were generally classified 
as poverty interventions (as shown in Appendix 5). 
 
168. There are two irritants for the Government in ADB’s program management, which do not 
affect all projects but reflect badly on ADB’s reputation when they do. 

(i) ADB project officers are frequently changed. Both the Ak Altin and the Senior 
Secondary Education projects, for example, have been administered by five 
project officers each. The frequent turnover raises questions about the 
commitment of ADB project officers to assisting Uzbekistan. The “Asian way” of 
doing business is based on developing good personal relationships. Frequent 
changes in personnel do not fit this model and result in weak project 
administration, and delays in making decisions and undertaking activities. 

(ii) There has been apparent diminution in the experience of mission leaders. The 
most noticeable aspect of this to Uzbekistan agencies has been the replacement 
of sector specialists by generalists. Uzbekistan EAs expect mission leaders to 
discuss best practice and has found some mission leaders wanting in this regard. 

 
1. Policy Initiatives 

 
169. Appendix 11 details the policy impacts of ADB interventions. They are not yet 
substantial. Only 10 of the total of 56 project preparatory TAs and ADTAs had policy reform as a 
principal objective. Two have resulted in the promulgation of acts—a law on SCUs and a 
revised insurance law. The TPAR on the 1998 ADTA addressing pension reform summed up a 
common situation: “There is a reasonable likelihood that the Government will eventually enact 
reforms to the pension system. However, while there is evidence of support for the outcomes of 
the TA, there is clearly strong reluctance on the part of the Government to relax its control over 
the economy or to move quickly on the reforms proposed under the TA. That said, it is likely that 
the Government will eventually embrace only some of those reforms.” By 2005, that had still not 
happened. 
 
170. There are three stages in any reform: 

(i) First, a proposed reform needs to be put on the political and legislative agenda of 
the Government. In Uzbekistan, key factors determining whether the Government 
is receptive to a new idea are the way it is presented and whether assistance can 
be delivered immediately. A number of good TA reports became ineffectual 

                                                 
93 Uzbekistan is the second largest active borrower in ECRD, after the PRC. 
94 ADB. 1997. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Basic Education Textbook Development Project. Manila; ADB. 2005. Report and 
Recommendation of the President to the Board of Directors on a Proposed Loan to the Republic of Uzbekistan for 
the ICT in Basic Education Project. Manila; ADB. 2005. Report and Recommendation of the President to the Board 
of Directors on a Proposed Loan to the Republic of Uzbekistan for the Kashkadarya and Novoi Rural Water Supply 
Project. Manila. 

95 Initially, Uzbekistan qualified for limited access to ADF (ADB. 1996. The Country Classification of Uzbekistan. 
Manila), which was later revised to access to OCR only (ADB. 1998. A Graduation Policy for the Bank’s DMCs. 
Manila). The most recent classification (ADB. 2004. Review of the Classification of Uzbekistan under the Asian 
Development Bank’s Graduation Policy. Manila) enables Uzbekistan to access ADF resources. The reclassification 
was based on per capita gross national product, which had been above the cut-off limit in 1998, but had fallen 
below it by 2004, and on the country’s debt-repayment capacity, which is considered to be “at risk of ‘debt stress’.” 
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because they were laced with trenchant criticism of the Government.96 If ADB is 
to manage its relationship with the Government effectively, it must manage the 
information flow effectively. As much of the information flow is produced by 
consultants, they must understand what their role is in effective client 
management and understand that both what you say and how you say it are 
important. Managing the relationships between consultants and the client from 
distant ADB headquarters is much more difficult than from the URM. While the 
URM is not appropriately staffed to do this at present, that could be resolved. 
There is also a need to keep policy dialogue active and to have the right “voice” 
when an opportunity presents itself to move forward. There is only a slight 
chance that a project officer from ADB headquarters would be in Uzbekistan at 
the opportune moment. Again, for this important part of ADB’s program to be 
effective, delegation to the URM and staffing it appropriately are necessary. 

(ii) The second stage is to convert an “idea” for reform into a form that the 
Government can act on by promulgating legislation or issuing a decree. As the 
discussion in the section on TA observed, much TA does not achieve this goal. 
Often, an agency with little capacity for policy development was left to convert 
consultants’ proposals into a form that the Government can base a decision on. 
The work on the SCU law is an example of a longer term association which has 
yielded results, through continuity of advice with the consultants being available 
for the long term. 

(iii) The third stage is to ensure that a law or a decree works in practice. That usually 
requires attention to appropriate enabling regulations. This is an area of activity 
which is dependent on action from the Government. There is much legislation 
and decrees which include good intentions but which are not being implemented 
effectively. Two conclusions can be drawn from this situation. One is the 
weakness of, and lack of, necessary powers in the EAs, compounded by a 
shortage of qualified staff. The second is that much of the attention of central 
agencies is directed at the wrong activities and that they are not paying sufficient 
attention to implementing decisions taken by the President and the Government. 
No ADB assistance has been directed at strengthening the President’s 
administration. As the office is central to reform, that omission is surprising. 

 
2. Working with Development Partners97 

 

171. The 2005 Paris Declaration on Aid Effectiveness proposed a set of monitorable actions 
to reform the ways aid is managed. The objective was to increase aid effectiveness and to 
support DMC efforts to strengthen governance and improve development performance. To 
achieve this objective, commitments were made to harmonize and align aid delivery by taking 
action in the following areas: (i) strengthening partner countries’ national development strategies 
and associated operational frameworks (e.g., planning, budget, and performance assessment 
frameworks); (ii) increasing alignment of aid with partner countries’ priorities, systems and 
procedures, and helping to strengthen their capacities; (iii) enhancing the accountability of 
donors and DMCs to their citizens and parliaments for their development policies, strategies, 
and performance; (iv) eliminating duplication of efforts and rationalizing donor activities to make 
them as cost effective as possible; (v) reforming and simplifying donor policies and procedures 

                                                 
96 TA 2948-UZB (ADB. 1997. Technical Assistance to the Republic of Uzbekistan for Capacity Building in Education 

Finance. Manila) is an example. The result is an excellent output (the TPAR evaluated the intervention as highly 
successful) but negative outcomes (in the sense of withdrawal by GOU). 

97 Appendix 12 summarizes the major external assistance programs in Uzbekistan. 
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to encourage collaborative behavior and progressive alignment with partner countries’ priorities, 
systems, and procedures; and (vi) defining measures and standards of performance and 
accountability of partner country systems in public financial management, procurement, 
fiduciary safeguards and environmental assessments, in line with broadly accepted good 
practices and their quick and widespread application.98 The expectation going forward would be 
that donors would place more emphasis on partnerships and harmonization than has 
traditionally occurred under the rubric of donor coordination. The Paris Declaration provides a 
framework for improving donor coordination, partnerships, and harmonization in future ADB 
operations in Uzbekistan. 

a. Partnering with the Government 

172. ADB has an excellent relationship with the GOU. Ministers and senior personnel in 
ministries testified consistently during the preparation of the CAPE that ADB is the IFI of choice 
in Uzbekistan. The view is supported by surveys. For example, a survey of ADTA found that, of 
5 nominated donors (3 IFIs and 2 large bilateral donors), ADB was nominated by 94% as the 
preferred donor in the agency interviewed. ADB’s reputation has been achieved through (i) its 
willingness to listen to the Government about the Government’s own priorities and to respond 
more appropriately and expeditiously than other donors; (ii) its approach of supporting reform 
initiatives of the Government with international advice about best practice rather than trying to 
impose other reform agendas on the Government; (iii) its preparedness to move ahead at a 
pace consistent with the political realities of Uzbekistan; (iv) the quality and experience of its 
staff, and (v) its investment in, and support for, the development of subregional cooperation 
among CARs in its CAREC program.  

173. While the work of ADB is highly valued in Uzbekistan, there remain opportunities for it to 
become even more highly valued. Table 4 summarizes six areas which, if addressed, would 
make ADB an even more highly valued development partner. Addressing some of these issues 
requires changes in policies that could be considered within the framework of the Middle Income 
Country Strategy.  

Table 4: Opportunities for Improving Partnering with the Government  
 

General Issue Background Action Required 

 

Private sector 
development 

ADB has not financed nonsovereign loans 
or equity investments in Uzbekistan. This 
would be consistent with an assessment of 
risk by commercial banks. There are 
clearly issues in the enabling environment 
for the private sector that need to be 
addressed. However, using ADB’s 
capacity to develop ‘deals’ dependent on 
improvements in the regulatory 
environment might be a mechanism to 
encourage reform of the overall 
environment governing the private sector. 

If ADB decides to actively pursue 
private sector operations, the 
capacity of URM would need to be 
strengthened to do the initial work 
on potential projects. 

Responsiveness Staff at ADB headquarters sometimes take 
a long time to respond to enquiries and 

Operational performance standards 
should be set requiring replies to 

                                                 
98  Taken from 2005 Paris Declaration on Aid Effectiveness. 
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General Issue Background Action Required 

 
requests from the Government.  be furnished within certain time 

limits. 
The Country Director should have 
unallocated discretionary budget to 
apply to following up on strategic or 
advisory TA which require modest 
additional inputs to achieve their 
objectives. 
More day-to-day decision-making 
authority should be delegated to 
URM and URM’s staffing 
complement adjusted accordingly. 

Complexity of reform ADB often underestimates the complexity 
of reform, seeing it as a technical issue 
alone rather than a technical issue with 
political considerations within a broad 
governmental reform agenda. Its estimated 
timetables do not allow for the political 
issues. 

Timing of inputs should be 
developed carefully with the 
Government based on agreed 
milestones, allowing for flexibility in 
timing of inputs and moving away 
from employing international 
expertise over one long continuous 
period. The timetables should 
explicitly reflect the political 
economy nature of policy and 
institutional reforms. 

Regional 
development 

Progress within CAREC is constrained by 
the long lead times that ADB has for 
project and regional TA development. 

A fund could be made available 
within the CAREC program to be 
applied to priorities as they are 
established and topped up 
periodically. CAREC should have 
its own indicative planning figure so 
loans for regional projects are not 
counted against the indicative 
planning figures of individual 
countries.  

Expeditious delivery  The time to make projects effective is too 
long. 

More flexibility should be 
introduced to the project 
preparation stage with greater use 
of small-scale TA following the 
model in Basic Education and pilot 
use of local feasibility studies, 
especially in infrastructure. 

Expert advice The quality of international consultants is 
uneven. While many are good exponents 
of best practice, some are not. Uzbekistan 
has competent experts in a number of 
areas like infrastructure who are the equal 
of the weaker international consultants. 

ADB should develop a mechanism 
by which it works closely with the 
Government in the selection of 
consultancy teams and the 
distribution of tasks between 
international and local consultants. 

ADB = Asian Development Bank, CAREC = Central Asian Regional Economic Cooperation, TA = technical 
assistance, URM = Uzbekistan Resident Mission. 
Source: Operations Evaluation Mission. 
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b. Partnering with other Development Partners 

 
174. When ADB began operations in Central Asia, including Uzbekistan, there was a major 
effort at development partner coordination. An agreement covering Central Asia was signed by 
three IFIs (ADB, EBRD, and the World Bank). Each was to be the lead on one sector in Central 
Asia: ADB on education, the World Bank on health, and EBRD on the private sector.99 This 
agreement did not prove to be sustainable over the long term, and it was eventually interpreted 
to cover only the first programming cycle. In Uzbekistan, ADB has undertaken operations in the 
health sector and the World Bank plans to enter the education sector. All three IFIs have been 
working to improve the enabling environment for the private sector. Although ADB has not 
financed any projects in Uzbekistan through its private sector window, both ADB and EBRD 
have financed lines of credit. The Government did not always see the benefit of rigidly assigning 
sectors to particular donors and sometimes made strong requests for ADB to finance projects in 
sectors nominally assigned to other IFIs. To be sustainable, such agreements need to be 
negotiated with greater DMC involvement and be formally reviewed and adjusted from time to 
time. With the increasing concern in ADB and in the donor community at large on focus, 
partnerships, and harmonization, going forward ADB should consider whether there would be 
benefits to developing an agreement, in full consultation with the Government and donor 
community, under which lead donors would be assigned to particular sectors.  
 
175. There is no formal forum for donor coordination in Uzbekistan. There are sector level 
forums and ADB participates in those on education and water. There is also an informal forum 
known as the “economists’ meeting” in which all development partners participate and discuss a 
broad range of development issues. This is generally regarded as a useful forum for information 
sharing, but it exerts little leverage with the Government as its members are exclusively from the 
donor community. One international organization stated that some donors were not always 
willing to provide information to assist in a broad level of aid coordination. However, ADB was 
exempted from this criticism on the grounds that it had a good record for transparency. There 
was also a perception that the Government would approach more receptive donors for particular 
assistance. Feedback from the donor community was that ADB, particularly URM, had 
established good relationships with other donors and performed well in day-to-day local donor 
coordination and information sharing. 
 
176. ADB undertook joint CPRMs with the World Bank, until the Government used such a 
review as a forum for criticizing the World Bank. Since then, ADB and the World Bank have 
coordinated their CPRMs. Representatives from the World Bank, EBRD, and ADB meet 
frequently to discuss policy issues, but on an informal basis. For example, there is close 
coordination of agriculture policy issues between the local offices of ADB and the World Bank.  
 
177. There have been four cofinanced interventions: one with EBRD, one with USAID, 
another involving both EBRD and USAID, and the World Bank and USAID. In the railway sector, 
ADB and EBRD cofinanced a project to develop a modernization program and finance priority 
investments for Uzbekistan railways. EBRD provided a €30 million loan to finance the purchase 
of new electric freight locomotives and ADB provided $70 million for track rehabilitation. The 
partnership with USAID was more a pooling of funds than a conventional cofinancing 
arrangement and produced the seed money necessary to generate a momentum in the nascent 

                                                 
99 While such a division might be interpreted as giving the EBRD priority in extending private sector investments, it 

would not preclude ADB and the World Bank from engaging in support to developing an enabling environment for 
private sector development. 
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SCU industry and to implement microcredit activities. ADB effectively collaborated with EBRD 
and USAID to promote subregional cooperation on the Regional Power Transmission Project 
(although this loan was subsequently cancelled). ADB cooperated with the World Bank on 
women and child health development, which is being implemented through a joint PIU. In 
addition to cofinancing, ADB worked well with the United Nations Development Programme 
(UNDP) and the World Bank to produce the Interim Welfare Improvement Strategy. ADB’s good 
relationship with the Government and TA resources were particularly important in that exercise. 
The Interim Welfare Improvement Strategy is expected to lead to a full poverty reduction 
strategy paper that clearly outlines the Government’s priorities and plans for poverty reduction. 
This document will make it easier for donors to focus on, and coordinate their efforts, in the area 
of poverty reduction—ADB’s overarching objective. 
 
178. The future program includes a few other potential opportunities for cofinancing but, in 
general, cofinancing has not been a major part of ADB’s operations in Uzbekistan. This CAPE 
did not evaluate the potential for cofinancing in Uzbekistan. It notes, however, the relative lack 
of it. In its latest strategy for Uzbekistan (July 2005), EBRD indicates an interest in seeking 
cofinancing opportunities with other IFIs as well as with bilateral agencies.  
 
179. Donor coordination needs to be considered in the context of the small level of donor 
activity in Uzbekistan. There is not much to be coordinated. The URM maintains excellent 
relationships with its fellow IFIs and bilateral agencies, which reinforces the argument about the 
importance of real program responsibility being delegated to the URM. Other resident missions, 
such as the World Bank mission, have considerable authority to make decisions. Given the 
statements in the Paris Declaration, one would expect a higher level of partnerships among 
donors in Uzbekistan in the future (e.g., joint country strategies, sector wide approaches). 
Feedback from the donor community indicate that it may be difficult to achieve this objective 
because (i) there are significant differences among donors on the type and depth of 
engagement in Uzbekistan—ADB has opted to continue to engage but other donors have opted 
to reduce their level of engagement; (ii) clearer signals are needed from officials in ADB 
headquarters to field staff as to the priority that each donor wishes to attach to implementing the 
commitments made under the Paris Declaration, including harmonization of policies and 
approaches; and (iii) local factors and the Government’s views on donor coordination. 
 

3. Managing the Program 
 
180. Results-based targets are used to monitor disbursements and contract awards. 
Performance is compared with annual projections. Initially disbursements were slow, being zero 
for the first 3 years, but they have grown gradually. Both disbursement and contract awards 
have generally been well below the levels targeted. The URM has been active in addressing 
weaknesses in portfolio performance. Its success is demonstrated by the 2004 performance, 
which was just below that targeted and considerably above achievements in 2001–2003 (Table 
5). Such a performance is not unusual for a new DMC, as familiarity with ADB’s procedures and 
requirements takes time to acquire.  
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Table 5: Annual Performance of Disbursement and Contract Awards Rates 

 
Year Actual as a percentage of targeta 
 Disbursements (%) Contracts (%) 
2000 130 147 
2001 61 23 
2002 38 42 
2003 57 67 
2004 
2005b 

87 
93 

99 
90 

a This measure of performance may be effected by the optimism or otherwise of the targets set. 
b The corresponding figures for URM were 89% and 102% respectively. 
Source:  OED Annual Report on Loan and Technical Assistance Portfolio Performance for the 

Year Ending 31 December 2004. 
 
181. The URM has been effective in addressing issues and managing projects at risk. Major 
problems affecting project implementation centered on the following: 

(i) delays in loan effectiveness, largely related to the time required for Government 
resolution, order processing, establishing PIUs, identifying qualified staff, providing 
office space and facilities, and complying with loan effectiveness conditions; 

(ii) limited capacity of executing and implementing agencies because of  
understaffing and a lack of delegation of authority, which can cause delays in 
recruitment of consultants, procurement of goods, and disbursements; and 

(iii) limited familiarity with ADB procedures. 
 
182. Table 6 shows the number of projects at risk for the period 2000–2004. Three projects 
(Loans 1976, 1773, and 1842) were considered at risk as of 31 December 2004. Of the three, the 
Regional Power Transmission Modernization Project (Loan 1976-UZB) was cancelled in 2005. Of 
the four key indicators used for measuring start-up performance, all loans were either highly 
satisfactory or satisfactory for time taken to establish the PIU and to recruit consultants. The time 
taken from loan approval to loan signing and from loan signing to loan effectiveness was not 
regarded as satisfactory, as the Uzbekistan average of 10.8 months at the end of 2004 was longer 
than the overall ADB average of 7.9 months (Table 7). The reasons for the delays are numerous 
and are summarized in Appendix 13. Of particular note is that commitment charge (collected and 
capitalized) built up under the road project and the two ESDP loans. As of 31 January 2004, these 
amounted to about $1.57 million or about 27% of such charges for all Uzbekistan OCR loans. In 
2005, additional such charges of $0.49 million accrued under the ESDP loans. 
 

Table 6: Lower Rating Projects 
 

Item 2000 2001 2002 2003 2004 2005 
Unsatisfactory Loans       
  Implementation Progress — — 2 2 2 — 
  Development Objectives 1 1 — — — — 
Partly Satisfactory Loans       
  Implementation Progress 3 1 — — 1 1 
  Development Objectives 1 — — 1 — — 
Potential Problem Loans — — 2 — — — 
Projects at Risk — 1 4 3 3 — 
— -= not available. 
Source: Asian Development Bank management information systems. 
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Table 7: Cumulative Average Number of Months from Approval to Effectiveness 

 
Year Approval to Signing Signing to Effectiveness 
1999 4.6 1.7 
2000 4.1 1.7 
2001 4.2 3.7 
2002 4.3 4.1 
2003 4.0 6.3 
2004 
2005a 

5.2 
4.6 

5.4 
5.8 

a as of 30 September 2005. 
Source: Asian Development Bank management information systems. 

 
183. Disbursements and contract awards were indicators of portfolio performance and both 
are monitored by ADB. For both, Uzbekistan’s performance is below the ADB average (Table 
8). The disbursement ratio is the ratio of total disbursements in a given year over the net loan 
amount available at the beginning of the year, plus the loan amounts of loans which have 
become effective during the year. No adjustment is made for when new loans become effective 
during the most recent year. Hence, with a small portfolio like Uzbekistan’s, if a number of new 
loans become effective toward the end of a year, disbursement ratios will be biased downward. 
For example, in 2004, three loans became effective between 16 November and the end of the 
year with a value of $124.2 million. If they were excluded from the calculation of the ratio on the 
basis that, in such a short time, few disbursements could be made, the 2004 disbursement ratio 
would increase from 17.8% to 23.6%. The same issue applies to contract awards. 
 
184. Results-based CSPs will require substantial changes to the management of program 
information. While disbursements and contract awards are carefully monitored, the softer areas 
of institutional development and sector management issues and project outcomes are often 
relatively neglected. Problem often relate to the sustainability of programs. For example, it is 
relatively easy to pipe water to households. It is more difficult to manage the supply to a 
customer’s satisfaction on a sustainable basis, which includes managing the utility so that it 
produces sufficient revenue to provide the required level of service over time. Monitoring 
outcomes requires the beneficiary or customer to be reached. Customer surveys have not been 
used extensively in the program, though one was conducted at the conclusion of the Basic 
Textbook Project. Similarly, independent assessments have not been undertaken to verify the 
effectiveness of ADB-funded training. 
 

Table 8: Disbursement and Contract Awards Rates (%) 
 

Year Disbursements Contracts 
1997 0.0 4.5 
1998 2.1 1.4 
1999 7.7 39.0 
2000 31.7 16.4 
2001 13.1 5.6 
2002 9.9 11.4 
2003 11.5 13.5 
2004 
2005a 

17.8 
10.0 

23.7 
14.0 

a as of 30 September 2005. 
Source: Asian Development Bank management information systems. 
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185. A difficulty faced by Uzbekistan EAs is project complexity. Most projects have four 
components, one of which is project management. This results in a PIU having to deal with 
different areas, each of which has to compete for priority and attention and each of which 
requires different management competencies. For example, in two of the agriculture projects, 
irrigation rehabilitation competes with farm management for attention, with farm management 
suffering to some extent as project management’s attention is directed to the bigger spending 
areas of rehabilitation. Subcomponents within components add to the complexity. For example, 
the only Japan Fund for Poverty Reduction grant for Uzbekistan100 to pilot innovative ideas in 
one of the poorest regions in the country had four components: (i) income generation (with three 
subcomponents); (ii) small enterprise employment generation (with three subcomponents); (iii) 
livelihood and social infrastructure support; and (iv) provision of safe drinking water to drought-
affected areas through a competitive approach. This initiative involved one project management 
office and seven implementing agencies working independently in their respective areas of 
assistance. 
 
186. A second difficulty is converting the country to internationally recognized procurement 
and accounting standards. A World Bank country procurement assessment report (CPAR) in 
2003 found that, based on a comprehensive analysis of the legislative framework, the 
procurement effectiveness of regulatory institutions, the strength of the enforcement regime, the 
capacity of institutional and human resources, and the threat of corruption, the environment for 
conducting public procurement in Uzbekistan was high risk. The CPAR referred to a 1999 
business environment and enterprise performance survey, commissioned jointly by the World 
Bank and EBRD, which indicated that administrative corruption was “not insignificant.” The 
CPAR noted that many aspects of governance in Uzbekistan notably, transparency, 
accountability, and institutional restraints on bureaucratic discretion offer opportunities for “petty” 
corruption. Although it is reasonable to assume that procurement expenditures in ADB-
supported projects are also at risk from corruption, ADB has yet to articulate a coherent strategy 
to identify, manage, and mitigate such risks. More effort will be needed in this area during the 
next CSP. The Government, together with ADB and other IFIs, are working to develop 
instructions on issues related to the harmonization of the country’s procurement legislation and 
the procurement systems of IFIs. This should help to reduce problems related to procurement, 
which are common, and may offer opportunities to increase transparency and include anti-
corruption measures. 
 
187. In utilities, international auditors discovered significant cash shortages in a company, 
accounts receivables with no explanation of their origin, a failure to maintain assets registers 
and enter additions and other movements, to record revenues, and a number of issues related 
to the consolidation of accounts. 
 

IV. ASSESSMENT OF STRATEGY AND PROGRAM 
 
A. The Strategy 
 
188. The overriding objective of the strategy was to assist the Government in furthering the 
transition to a market economy. In 2000, the strategy was further elaborated to assistance in 
“managing a transition to an economy that relies on market-based institutions supporting a 
sustainable reduction in poverty and improvements in the standards of living.” In the 8 years of 

                                                 
100ADB. 2001. Supporting Innovative Poverty Reduction in Karakalpakstan. Manila (Japan Fund for Poverty 

Reduction Grant 9010, for $2.54 million, approved on 25 October). 
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ADB involvement, Uzbekistan has not moved very far toward an economy relying on market-
based institutions. As mentioned in Chapter 1 and the section on the private sector in Chapter 3, 
the necessary regulatory and institutional apparatus have not yet been put in place. Despite 
some reforms in the financial markets, the Government still controls much of the economy. 
Industrial employment and export growth has been low and GDP per capita fell by over 25% in 
the period 1998–2004 when measured in dollars. 
 
189. How well has the strategy performed in advancing ADB’s corporate goals?101 There are 
a number of ways of assessing this. The fairest is probably by referencing best practice in 
MDBs at the time,102 while taking account of the standards prevailing within ADB. To a large 
extent, a strategy can only be as good as it is allowed to be by the prevailing standards and 
expectations. Table 9 sets out some evaluative criteria with observations about how well the 
strategy matched ADB practice at the time and how well it matched best practice. The criteria 
fall into the areas of relevance and efficacy, which can be regarded as the principal ADB criteria 
against which a strategy can be evaluated. 
 
190. The sector level is a second level of strategy. This is important, but is not usually fully 
addressed in ADB country strategies.103 Usually, the areas in a sector to be targeted are 
identified, rather than a strategy to optimize a sector’s contribution to the overall objective of the 
program. Each project RRP has a section on ADB’s sector strategy. This usually contains a 
summary of the overall objectives stated in a COS or CSP and iterates what has been written 
for the sector. However, in some cases, priorities for intervention are stated without specifying a 
link to sector objective. Set out in this manner, the CSP does not articulate a sector strategy.  
 

Table 9: Evaluation of the Country Strategy 
 

Criterion Performance in the context of 
MDB Best Practice when the 

Strategy Was Developed 

Rating Performance in the context of 
Best Practice in Hindsight 

Based on 
appropriate research 
into the broad social, 
political, and 
economic 
circumstances of a 
country 

The interim strategy was based on a 
thorough country economic study, 
and the COS was able to build on 
this using a broader coverage of 
information. 

4 Accurate research is crucial to 
strategy formulation and ADB 
followed best practice in this 
regard initially with a thorough 
economic analysis of Uzbekistan. 

Realizable but 
challenging 
objectives given 
resource restrictions 

Measurable objectives were not 
established. MDGs are now being 
referenced in setting targets. 
However, MDGs do not establish 
measurable objectives for strategies; 
only a future goal. It is not realistic to 
expect ADB to have a direct, 

3 In strategic planning, the idea is to 
set a challenging goal (in the case 
of ADB, the planned contribution 
the country program makes to 
ADB’s corporate objectives) and 
then develop the strategy as to 
how the contribution will be 

                                                 
101 ADB’s overarching goal of poverty reduction is long term. To achieve it, many actions need to be taken which 

provide no immediate contribution to the goal such as, for example, establishing an appropriate legal, regulatory, 
and judicial environment for private sector development. Country strategies must take into account DMC priorities, 
which do not necessarily focus on poverty reduction as the principal priority. Consequently, contributions to poverty 
reduction are never likely to be optimal. Given the importance of DMC ownership of a country program, at best, a 
strategy should strive to be optimal within the limit of the DMC’s own policy and budget expenditure framework. 

102 The view of best practice of MDBs is that of the authors. 
103 Country strategies are now required to develop sector roadmaps. This should produce information useful to 

formulating improved sector strategies. 
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Criterion Performance in the context of 
MDB Best Practice when the 

Strategy Was Developed 

Rating Performance in the context of 
Best Practice in Hindsight 

measurable impact on all the MDGs 
in any country. A country strategy 
needs to have objectives for the 
period covered by it. However, no 
strategy was developed in the IOS 
and COS; only a program was 
developed as a basis for 
interventions in specified sectors. In 
this regard, the COS conformed with 
ADB normal practice. 

Given the resource restrictions, the 
program sensibly limited itself to 
three sectors. 

achieved. This was not done. 

Explicit criteria for 
establishing 
priorities 

By limiting involvement to defined 
sectors and areas in those sectors, 
the strategy established priorities for 
interventions. The focus was above 
average for an ADB strategy. 

4 Objectives are usually ranked for 
importance based on corporate 
objectives, which produces a base 
for establishing priorities. No such 
ranking occurred and there was no 
formal link to the corporate 
objectives of ADB. 

Application of 
comparative 
advantage 

The strategy was exceptional in this 
regard. It targeted only those areas 
in which ADB had considerable 
strengths.  

5 ADB does not formally decide on 
its comparative advantages, which 
leaves a lot to interpretation when 
sector divisions negotiate 
involvement country programs. In 
the case of the Uzbekistan country 
program, there seemed to be a 
clear decision to engage in areas 
where ADB had acknowledged 
strengths. 

Approach to client 
management 

The strategy might have been clearer 
if it had been based on ADB’s 
comparative advantage of doing 
things the “Asian way”. It clearly 
expected a persuasive approach to 
government, consistent with the 
LTSF’s guiding principle of ensuring 
government ownership. 

4 Where reform agenda are 
targeted, client management is a 
critical success factor. Consistency 
in approach is usually an important 
criterion. Implicitly, ADB does 
things in an Asian way by building 
relationships based on trust and 
supporting actions. 

Addressing 
constraints to 
achieving objectives  

The strategy recognized the 
importance of addressing 
constraints. However, it did not 
propose studies that would enable it 
to understand the binding constraints 
and enable the strategy to become 
more effectively targeted. In terms of 
resourcing, there was little idea of the 
appropriate investment levels 
needed to address the constraints 
effectively. In this regard, the 
strategy conformed to normal MDB 
practice. 

3 Constraints must be addressed at 
the strategic as well as the project 
level, or if they cannot be 
addressed, allowed for. There was 
a broad acknowledgement that 
weak institutions were a major 
constraint, but no strategy was 
developed to address this issue. 
There was no identification of 
which reform areas to target to 
enhance success. 
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Criterion Performance in the context of 
MDB Best Practice when the 

Strategy Was Developed 

Rating Performance in the context of 
Best Practice in Hindsight 

Developing 
synergies 

Linking elements in a strategy so that 
they build on each other enhances 
results and produces efficiencies. 
There was no attention to this 
aspect, which was normal for MDB 
practice. 

2 Synergies are important, 
especially when a small program is 
contemplated for a country. An 
obvious synergy would have been 
to focus agriculture programs on 
areas where local agribusiness 
has comparative advantages. 
There was no focus on this aspect 
of strategic planning. 

Overall Assessment 4 The interim and 2000 country 
strategies were well targeted and 
responsive. The rating would be 
lower if subsequent CSPU 
developments were taken into 
account, as these reduced the 
focus of the strategy by expanding 
the number of sectors addressed 
and contained advisory TA to 
some agencies that were 
peripheral to the core loan 
program. 

ADB = Asian Development Bank, ADTA = advisory technical assistance, COS = country operational strategy, CSP = 
country strategy and program, CSPU = country strategy and program update, IOS = interim operational strategy, 
LTSF = long-term strategic framework, MDB = multilateral development bank, MDG = Millennium Development Goal, 
TA = technical assistance. 
a A five-point scale is used: 5 = outstanding; 4 = good; 3 = satisfactory (satisfactory is acceptable performance under 

these criteria in the sense that it meets all expectations); 2 = poor; and 1 = unsatisfactory. 
Source: Operations Evaluation Mission. 
 
191. Using the same criteria as for the country strategy, Table 10 summarizes the evaluation 
of the approach to sector strategies. 
 

Table 10: Evaluation of Sector Strategies 
 

Criterion Performance in Context of MDB Best Practice  
When the Strategy Was Developed 

 
Based on appropriate sector 
analysis and market research 

No sector studies were undertaken before 2000. Since then, producing 
sector roadmaps has not been a priority. Hence, while sector information 
is available from ADB TAs, the World Bank, and other donors, it is not 
necessarily specific to ADB’s needs. There was a lack of good market 
research into the private sector’s need for finance. 

Realizable but challenging 
objectives given resource 
restrictions 

There was an absence of sector objectives, which are important for 
determining the size of investment. The sector approaches chosen were 
sensible, concentrating on key issues in transport and education and 
small-scale pilot projects in agriculture. 

Criteria for establishing 
priorities 

Criteria were not set. This meant that in education, an intervention in 
senior secondary was allowed when ECD had been prioritized. 
Preparing children for lifetime learning is an example of an objective 
which would have made equipping technical schools a low priority.  
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Criterion Performance in Context of MDB Best Practice  
When the Strategy Was Developed 

 
Application of comparative 
advantage 

At this level, application of knowledge and experience is important. 
Sector strategies make little reference to success stories in other DMCs. 

Approach to client management Different approaches to client management may be needed as there will 
be different sector operational environments. The case for attaching 
conditions to loans should have been considered more thoroughly.  

Addressing constraints to 
achieving objectives  

The question “Where do we want to go” sets the objectives. “What are 
the likely constraints to getting there” is a key question to address in 
implementing the strategy. With no sector studies and no strategic 
provision for them, this important dimension was not addressed. 

Developing synergies Linking activities between sectors provides opportunities for to achieve 
synergies. Geographic clustering is one way to develop synergies. The 
road program, for example, is linked to subregional objectives. This 
suggests investment should be made in the main roads leading to major 
border crossings. 

ADB = Asian Development Bank, DMC = developing member country, ECD = early childhood development, MDB = 
multilateral development bank, TA = technical assistance. 
Source: Operations Evaluation Mission. 
 
B. The Program 
 
192. One difficulty for strategy formulation and management is that investment projects take, 
on average, about 7 years to move from the start of the feasibility study to completion. 
Feedback about some key areas of the strategy is unreliable in the early stages of its 
implementation. This increases the importance of getting the strategy right in the first place 
because warning signs will be slow in coming. Consequently, the case for carefully preparing a 
strategy and keeping to it is strong. In other areas, feedback is faster, for example, on client 
management. The Road Rehabilitation Project provided ADB with early feedback about the 
likely response of the Government to loading an investment project with conditions. Subsequent 
projects included conditions which produced delays and dissonance. Similarly, the Government 
has frequently expressed negative reactions to consultant or other reports that are explicitly 
critical of the Government. This has often led to a broad dismissal of the value of the report. 
Consideration needs to be given to different ways of presenting information to the Government. 
The objective is to achieve change, not to criticize. Concentrating on advocating ways of 
improving a situation rather than on criticizing it is more likely to gain Government support. 
Providing critical feedback is part of a good partnership between ADB and a DMC. However, 
this is usually most effectively provided in private briefings rather than in publicly disclosed 
documents. This does not preclude frank discussions with the Government on difficult issues. 
However, these should be constructive with the aim of delivering positive suggestions to 
address issues. 
 
193. An assessment of sector programs is given in Table 11. This shows overall rating (0) 
and ratings for four major sectors: transport (T), agriculture (A), education (E), and private 
sector (P). With some criteria, it is still too early to form a definitive opinion. The overall sectoral 
assessment is on the border between poor and satisfactory. The education sector is the best 
performing sector and has a satisfactory rating. The transport sector was rated as close to 
satisfactory. Agriculture was rated near the border of poor and satisfactory. The support to the 
private sector by the public sector side of ADB was rated less than satisfactory because of poor 
targeting that failed to produce synergies, an absence of any systematic attempt to improve the 
enabling environment for the private sector, an absence of sound market research resulting in 
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ADB providing products not particularly attractive to the private sector, and poor mechanisms to 
monitor whether lines of credit were targeted at employment creating enterprises. 
 
194. At the project level, relevance, efficacy, efficiency, and sustainability are the criteria used 
for evaluating projects. For this CAPE, relevance relates objectives of a project to priorities. 
Efficacy relates to the likelihood of a design producing the intended outcomes. For this CAPE, it is 
only possible to provide broad judgments for each project under these two criteria as shown in 
Figure 5. Overall, performance is good, with a cluster of projects in the top left quadrant and only 
two in the bottom right. As the majority of projects are still being implemented, it is too early to 
draw definitive conclusions about their efficiency and sustainability. 
 
195. Appendix 14 summarizes the ratings of all loan projects for relevance and efficacy. 
 
196. The LTSF and MTS identify four operating principles to guide strategy implementation 
(Appendix 3). Observation of these principles has been mixed. 

(i) The approach of working with the Government to expose it to best practice has 
contributed to the first principle of ensuring country ownership. The imposition of 
ADB-driven conditionalities clearly does not contribute to ownership. In 
Uzbekistan, reforms must be owned by the Government rather than imposed as 
conditionalities by ADB. 

(ii) There are a number of interventions that suggest that a long-term focus and 
selectivity were not always significant in determining assistance. Those in health, 
environment, and telecommunications are three examples. This does not mean 
that ADB cannot enter sectors other than those identified in the country strategy. 
However, the rationale for entering a new sector should be clearly explained in the 
CSP or CSPU and should be based on an intended ADB long-term engagement 
supported by appropriate staffing in the URM. One-off interventions should be 
avoided. 

(iii) There was some work on enhancing relations with other donors, with URM 
playing the leading role. However, the broader strategic alliances embodied in 
joint country strategies or sectorwide approaches have not been developed.  

(iv) Measuring development impact has not been a major priority in the information 
systems established in PIUs. There has been no systematic measurement of 
outcomes. 

 
Table 11: Evaluation of the Sector Programa 

 

Rating Criterion Performance in context of MDG Best Practice at the Time 
O T A E P 

Consistent 
application of 
the strategy 

The original strategy is markedly different from the range of activities included in 
the subsequent program. Rural and urban water entered the program although 
they had no geographic relationship with activities in agriculture. Activities in the 
health sector were included despite the World Bank being the lead donor in this 
sector. Senior secondary education was supported despite the fact that early 
childhood development had been targeted as a strategic priority. Senior 
secondary education was not mentioned in the strategy. There has been 
substantial investment in credit lines but little in addressing the enabling 
environment for the private sector. There have been a number of advisory TA 
projects that were outside the strategy. The lack of consistency between the 
strategy and the program has resulted in an overall poor rating. 

2 4 3 2 2 

Contributes 
measurably to 
the strategy 

It is too early to evaluate this criterion as only four projects have been 
completed. Two appear to have been effective. The project directed at textbook 
publishers and printers requires additional support to the companies for the 
intervention to be considered sustainable. 
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Rating Criterion Performance in context of MDG Best Practice at the Time 
O T A E P 

Cost 
effectiveness 

Generally, projects seem to be implemented cost-effectively. However, there 
have been some approaches that have not been cost-effective. In some cases, 
TA has not been synchronized with the loan project. Some organizations at an 
early stage of development were required to bear foreign exchange risk without 
clearly understanding the implications. ADB restrictions on procurement from 
the Russian Federation may have led to higher costs than would have been 
from the case if procurement was completely untied. 

3 3 3 3 2 

Addresses 
constraints 

Administrative constraints likely to hinder project implementation have been 
addressed, usually with the URM playing a major role. However, institutional 
and government constraints have generally not been effectively addressed. 
Basic education, railways, and some initiatives in agriculture were successful 
interventions in encouraging a more reform-oriented environment in 
government. ADB was less successful in encouraging reforms that would 
improve governance and the enabling environment for the private sector. 

3 3 2 4 2 

Advances client 
relationships 

Client management has generally been good, ably nurtured by the URM. ADB 
is the preferred donor in many sectors, but lost this position in microfinance. 
The road and the Education Sector Development Program stand out as 
examples of poor client management, although the problems with the Education 
Sector Development Program occurred because of a late management 
intervention in an otherwise outstanding sector program which continues to 
manage client relations effectively. 

4 2 3 3 2 

Affordability   The question of whether or not the country and the beneficiaries will be able to 
afford to operate and maintain project outputs goes to the heart of sustainability. 
It is too early to evaluate performance under this criterion. What is clear is that 
education has achieved an outstanding success with the textbook rental 
scheme in terms of transferring costs to the user. How well it will be managed in 
the future depends on the Government. 

   4  

Establishes 
synergies 

There has been little synergy between sectors, which has largely been a design 
problem, and surprisingly little within sectors. 

2 2 2 2 2 

 Overall Assessment 3 3 3 3 2 

A = agriculture, E = education, MDG = Millennium Development Goal, O = other, P = private sector, T = transport, TA = 
technical assistance, URM = Uzbekistan Resident Mission. 
a  The same rating levels as for the strategy. 
b A rating of “unsatisfactory” when the four contributing ratings are poor or better appears inconsistent. The overall 

rating includes activities in sectors which were not targeted in the strategy, which reduces the overall rating. 
Source: Operations Evaluation Mission. 
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C. Contribution of the Uzbekistan Country Program to ADB Objectives 
 
197. A program of 8 years duration should have begun to make contributions to the corporate 
objectives of ADB although the strategy and program gives no indication of the contribution the 
program is designed to achieve in this regard. Reports and recommendations of the President 
(RRPs) are classified as to their overall objective and to ADB’s three pillars, but do not indicate the 
contribution the project is designed to make to these objectives. Until country strategies are more 
carefully articulated to corporate objectives, it will be difficult to measure the contribution they 
make. In terms of the CSP, the key is to find the optimal fit between the Government’s priorities 
and ADB’s corporate objectives 
 
198. Poverty.104 ADB has been no more or no less successful than other donors in getting 
the Government to embrace a cautious but serious program of economic reform. However, ADB 
did play a role in getting the issue of poverty on the table with the Government. It is probable 
that had the Government not already begun talking to ADB about a study, UNDP and the World 
Bank would have found it more difficult to start preparation of the Welfare Improvement Strategy 
Paper. 

(i) Infrastructure and utilities. The transport program has not had a great impact 
on poverty nor was it expected to as it was designed. A major success, the 

                                                 
104 Appendix 15 summarizes the current status of MDGs and the impact ADB country program has had on them. 

Figure 5: Relevance and Efficacy of Loans  
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reduction in the workforce in the railways, has probably caused an increase in 
poverty but that should not detract from the importance of taking that step. The 
safety net measures adopted to minimize the impacts on those made redundant 
were sensitive. The two water projects will provide access to better services, 
although this will be determined by the affordability of the services. 

(ii) Agriculture. In agriculture, preventing irrigation systems, especially in Amu 
Zang, from collapse will help to avoid an increase in the number of households 
being consigned to living in poverty. However, concentrating on irrigation assists 
those people who been granted access to leases and are relatively privileged. 
Consequently, this approach is not designed to assist the poor directly. Whether 
the requirement to privatize land in Ak Altin has contributed to poverty is a moot 
point, as only about 30% of households successfully acquired long-term leases. 
Income differentials are likely to be more marked and poverty more acute for 
those households that were unsuccessful in bidding for land leases. Creating off-
farm employment opportunities is essential to address the problem of rural 
poverty. 

(iii) Education. In education, the more recent projects have had an increasingly pro-
poor orientation without threatening the important quality thrust of the program. 
The schools targeted for assistance have increasingly been located in the 
poorest areas. Anecdotal evidence indicates ADB interventions have helped 
reverse a movement of many young people away from school. It is reasonable to 
assume that the majority of these were the sons and daughters of poor 
households. 

(iv) Private sector. Increased employment created in the private sector will make 
inroads into reducing poverty. While some ADB-supported projects have 
generated employment, overall ADB’s program has provided little significant 
stimulus to the private sector in general. At the sectoral level, ADB contributed to 
strengthening the environment for private sector investment in the agriculture and 
railway sectors. 

 
199. Economic Development. The comments about reform made at the beginning of the 
section on poverty apply equally to economic development. Clearly, ADB will need to stay 
engaged with the Government in policy dialogue over a sustained period in a range of areas to 
help improve the economic environment. 

(i) Infrastructure and utilities. The investments in the rail network were important 
in ensuring that Uzbekistan’s key exports continued to reach their markets and 
ensuring that ongoing economic activities were not disrupted. ADB’s involvement 
in the railway sector contributed to some major reforms (e.g., separation of 
noncore business, preparation of marketing and business plans, tariff reforms, 
staff reduction). 

(ii) Agriculture. The investments in irrigation helped arrest a collapse of systems 
and a consequent decline in local economies. The key to agricultural 
improvement, however, are (a) the overall operating environment which is 
managed and dominated by government; and (b) creating off-farm employment 
opportunities. 

(iii) Education. To some extent, education is supporting economic growth by 
providing better-trained graduates for the market. However, there are questions 
about the cost-effectiveness of the investment in vocational education. 

(iv) Private sector. There is little evidence that any pro-poor initiatives have been 
taken in the design of projects to support the private sector, though some of the 
lines of credit have led to increased employment. 
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200. Social Development. Where economic reforms are not forthcoming, social development 
should have a strong claim to becoming a priority. The multidimensional nature of poverty 
means that, although reducing income poverty requires an enabling environment for economic 
growth, many elements of poverty can be addressed through social development programs. 
Social development has remained a high priority of the Government, which provides further 
reinforcement for its claim to priority in the ADB program. 

(i) Infrastructure and utilities. Assistance to water utilities directly addresses 
essential services vital to public health and well being. The two water supply 
projects are expected to benefit 1.1 million people. 

(ii) Agriculture. The agriculture reforms which have occurred have had a major 
impact on social development, not least of which is the division of rural 
communities into landholders and laborers. The long-term social impacts of this 
division remain to be seen but it is not clear that they will be positive. 

(iii) Education. The education program has helped to reverse a premature outflow of 
students from schools and to reorient the curriculum toward Uzbekistan affairs 
and values. 

 
201. Governance. There has been little ADB activity in the broad area of governance. There 
have been exceptions, however, at the sector level, in corporate governance and recent 
interventions in customs operations. Although ineffective institutions and policies are the biggest 
constraints to growth and development, the strategy failed to directly address this issue. Neither 
the COS nor ADB activities demonstrate a strategy for addressing governance issues. Rather, 
governance, as interpreted through capacity building and institutional development, has been 
woven through the program in sector and project support, albeit in a relatively low key manner. 
There are governance issues to address in all areas in which ADB will operate in Uzbekistan. 
 
202. Gender. Special attention has not been paid to gender in the overall program. However, 
in education, ADB projects have made a particular point of removing gender stereotypes from 
textbooks. Teachers are predominantly women, especially in rural areas, although few become 
school directors. The ESDP’s review of rewards and incentives should result in employment 
conditions being improved, although nothing has been done to introduce equal opportunity in 
the promotion system. With the completion of its gender assessment, ADB will be better placed 
to incorporate gender more proactively in its forward program.105 The assessment notes that 
inheritance from the former Soviet Union provided a measure of gender equality in access to 
education, health care, and employment. Literacy rates were high and social protection benefits 
were provided equally to men and women. During the transition, however, new forms of 
vulnerability have emerged. Health and education budgets have been under strain and access 
to basic social services has suffered. In some instances, women have been more 
disadvantaged than men by these trends. Traditional Uzbek families are large, particularly in 
rural areas, with women having more responsibility for children and the home. 
 
203. Environment. Water management is critical to improving environmental conditions. 
Much of this is influenced by agriculture. However, the concentration on irrigation in ADB 
agriculture projects does not seem to be balanced by a coherent program to improve farm 
management practices, which are crucial to arrest salination and water logging in arable areas 
and decreases in soil fertility.106 More economic use of irrigation water would result in less water 

                                                 
105 ADB.2005. Country Gender Assessment: Uzbekistan. Manila. 
106 Some of these issues are being addressed at a regional level through the Central Asian Initiative for Land 

Management. 
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being taken out of the Syr Darya and the Amu Darya rivers and increase their flows into the 
disappearing Aral Sea. The drying up of the Aral Sea is an environmental disaster. Other donors 
have taken the lead in attempting to address this problem; ADB has consequently not played a 
major role. 
 
204. Summary. The Uzbekistan country strategy is not focused on ADB’s corporate 
objectives. In a small investment program, a strategy needs to be clear about which of the 
corporate objectives it plans to contribute to, how it intends to produce those contributions, and 
what those contributions are likely to be. There should also be an order in which interventions 
are made. For example, effective economic development depends on an appropriate enabling 
and institutional environment. There is a case for not investing in economic development until 
that environment is satisfactory. It is unlikely that that stage has been reached for the private 
sector in Uzbekistan. Consequently, a criticism of the Uzbekistan country strategy is that there 
has been too much haste, partly because of a strong Government request, in trying to support 
the private sector through lines of credit and not enough application and patience to developing 
an enabling environment that would help investments achieve satisfactory results. 
 

V. ISSUES, LESSONS LEARNED, AND RECOMMENDATIONS 
 
A. Issues and Lessons 
 
205. Strengthen the Link Between the Strategy and the Program. There were some 
strengths in the Uzbekistan country strategies. They built on ADB’s comparative advantages, and 
established priorities by focusing on a limited number of sectors. However, there were also some 
weaknesses including a lack of measurable objectives at the strategy level, a lack of synergies, an 
absence of detailed sectoral analysis, and a lack of clear sectoral objectives. Overall, the CAPE 
rated the strategies as good, based on ADB practice at the time. A lower rating would have been 
given if the strategies had been evaluated against current best practice. ADB’s decision to adopt 
results-based frameworks for all CSPs and to develop detailed sector road maps should 
contribute to better CSPs for Uzbekistan that is more capable of being evaluated more accurately. 
 
206. One of the weaknesses of ADB’s operations in Uzbekistan was the implementation of 
the strategy, in particular inconsistencies between the strategy and ADB’s operational program. 
Examples include ADB-financed operations in the health sector107 and lines of credit to SMEs. 
Not only were these sectors not specified in the strategy, explicit decisions had been made that 
other donors would play the lead role in these sectors, the World Bank in the health sector, and 
EBRD in the private sector. Operations also began in the urban water sector, another sector 
that was not included in the strategy—water supply and wastewater treatment is becoming an 
important element in ADB’s operational program in Uzbekistan. The lack of focus in 
implementing the ADB program reflects ADB’s desire to be responsive to changing Government 
priorities and strong Government requests, ADB’s numerous corporate objectives, the desire of 
each sector division to process projects, the multi-faceted nature of the development challenges 
in Uzbekistan, and the weaknesses in the strategic management of ADB’s program. 
 
207. OED recognizes that the implementation of ADB’s strategy in any country may need to 
evolve during the 3–5 years covered by the CSP to reflect changing circumstances, emerging 
Government priorities, and new opportunities to support reform. ADB’s business processes 

                                                 
107 One of the reasons that ADB entered the health sector was because the resources of the World Bank were 

insufficient to address the issues in the sector. In practice, ADB coordinated closely with the World Bank in this 
sector. 
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include a mechanism to modify CSPs and the forward pipeline of loans and TA projects. CSPUs 
are prepared to reflect such changes. According to ADB’s business practices,108 the operational 
program should be reviewed each year, guided by the President’s planning directions. The 
CSPU should not be a comprehensive revision of the CSP but an overview of political, social, 
and economic developments in the DMC; an assessment of implementation of the CSP; and an 
explanation of changes in the operational program. The CSPUs prepared for Uzbekistan did not 
provide adequate justification for changes in the operational program. The resulting impression 
is that the program management could have been stronger, there was some drift in the 
program, and the CSP/CPSUs were not an effective tool for strategically managing ADB’s 
operations in Uzbekistan. There were too many “one-off” interventions. Sustained involvement 
over many years is required to achieve development in a sector, particularly at the strategic or 
policy level. 
 
208. Greater Sector Focus and Selectivity. Achieving development results, particularly 
those involving policy and institutional change, normally requires a sustained effort over a long 
period of time, building strong partnership arrangements with the Government and donor 
community to determine how ADB can respond to its priorities, sequencing of reforms, 
identifying and supporting champions of change, developing an in-depth sectoral knowledge 
within the country, determining how best practice might apply, and committing sufficient ADB 
resources, both human and financial. ADB is more likely to achieve strategic impacts if it 
focuses on a limited number of sectors. Because both ADB and governments tend to be 
organized on a sectoral basis, focusing on a limited number of sectors and aligning ADB 
resources correspondingly is more likely to achieve development results than a superficial 
engagement in a large number of sectors. 
 
209. In the 2005 portfolio review,109 the Hirschmann-Herfindahl Index110 was used to compare 
the degree of focus in ADB portfolios over the 1996 to 2004 period across DMCs. The analysis 
found that with the exception of the PRC, transition economies (e.g., Cambodia, Lao People’s 
Democratic Republic, Mongolia, Tajikistan, Uzbekistan, and Viet Nam) had the least focused 
loan portfolios. The CAPE findings confirm this conclusion for Uzbekistan. However, in this 
case, the problem appears to be how the program was managed (e.g., the adding of loan and 
TA projects and new sectors to the program without adequate justification) rather than how the 
strategy was written. 
 
210. An analysis of past performance is one element that needs to be considered when 
addressing the issue of sector selectivity in a new CSP. As a general proposition, it is likely that ADB 
would have a better quality portfolio if it focuses on those sectors in which it has a proven track 
record of achieving development results. Based on OED’s assessment of the ongoing program, the 
CSP should consider assigning priority to sectors such as education, transport, rural development, 
and water and regional cooperation. A sectoral focus is needed to complement thematic focuses in 
CSPs. This will help to prevent a drift away from the strategy during its implementation. Evaluation 
results are not the only factor that should be considered in determining the sectors in which ADB 
should be involved in Uzbekistan. Other factors include the Government’s priorities, the current 
                                                 
108 ADB. 2003. Operations Manual A2/OP: Country Strategy and Program (para 12; 29 October). Manila. 
109 ADB. 2005. Annual Report on Loan and Technical Assistance Portfolio Performance for the Year Ending 

31 December 2004. Manila. 
110 The Hirschmann-Herfindahl Index formula is ∑[n/p]^2 where n is the number of loans a DMC has in each sector, p 

is the DMC’s total number of loans, and the squares of n/p are summed across all sectors. The maximum index 
value of 1 is reached only if all of a DMC’s loans are in a single sector; the minimum index value approaches 0 as 
the total number of loans increases and they are spread evenly across all sectors. As the value of p increases, it 
generally becomes increasingly difficult to achieve a higher index, so when two DMCs have roughly the same 
index, the DMC with the larger number of loans should be considered to have the more homogeneous portfolio.  
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development context, the role of other development partners and the private sector, the absorptive 
capacity of the sector, and the performance of the ongoing portfolio. If CSPs select sectors in which 
performance has been poor, the previous sector performance should be discussed in the CSP in a 
transparent manner and there should be clear evidence that the lessons of experience have been 
used to improve performance and ensure that the Government is not put in a position of having to 
repay debt for projects that were not successful.  
 
211. There is no clear answer to the optimal number of sectors in which ADB should be 
engaged in any particular country. The number will be partly determined by the size of the 
lending program for the country. There are development needs in all sectors in all countries. 
The issue comes down to prioritization. In setting the priorities, ADB must consider the staffing 
and budgeting constraints under which it is working. These constraints will limit the number of 
sectors in which ADB can be effectively engaged. If it cannot provide experienced sector 
specialists who are viewed as credible partners by EAs for policy dialogue or to resolve 
problems during regular project administration missions, there is a risk that the desired 
development results will not be achieved. The next Uzbekistan CSP should explicitly consider 
such constraints when prioritizing the sectors in which ADB will operate.  
 
212. Build Synergies in ADB’s Operations. ADB’s country strategy should be more than 
the sum of the parts. The CAPE found little evidence to suggest that the CSP and the 
subsequent management of ADB’s program in Uzbekistan sought to identify and exploit 
potential synergies. Rather, ADB’s operations could be largely characterized as a group of 
separate loan and TA projects.  

(i) Lack of geographic focus. ADB operations were dispersed throughout the 
country and there appears to have been little thought given to clustering ADB’s 
interventions in geographic areas. There is unlikely to be a significant impact on 
ADB’s overarching goal, poverty reduction, or the achievement of MDGs at the 
national level by single ADB operations. Concentrating ADB interventions in 
selected geographic areas is more likely to produce measurable data that reflect 
the impact of ADB’s program. Geographic concentration would increase ADB’s 
influence in that particular area because of the relative size of ADB’s program to 
the local budget and economy. It would also reduce the transaction costs 
associated with monitoring and evaluation. ADB could use regional leverage to 
influence the introduction of reforms and improve public sector performance and 
service delivery. Providing physical and social infrastructure or supporting rural 
development in the same areas where support has been provided for strategic 
priorities, such as capacity building for governance would improve the potential 
for sustainable outcomes. Achieving a more significant geographic focus will 
require in depth discussion with the Government and a good knowledge of the 
programs of other donors. 

(ii) Failure to address strategic themes across operations consistently. 
Synergies can also be achieved by addressing similar themes across sectors. 
There is little evidence that this type of coordination was considered during the 
planning and delivery of the Uzbekistan program. For example, many utilities 
need to address such issues as commercialization, financial management, tariffs, 
cost recovery, and human resource development. One way to create synergies 
across sectors would be to identify strategic themes in CSPs. These themes, 
which would need to be prioritized and limited in number, would then need to be 
consistently mainstreamed across sectors and operations. 

(iii) Greater use of partnerships with other donors. Largely, through URM, ADB is 
doing a good job of local donor coordination and information sharing. ADB and 
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other donors have not been successful in abiding by agreements that were 
designed to promote donor coordination in Uzbekistan. The strategy should set 
targets for partnerships involving other donors and cofinancing. The Paris 
Declaration on Aid Effectiveness requires donors to harmonize their actions, 
making them more transparent and collectively effective. That includes common 
arrangements for implementation and identification of a lead donor for a 
particular sector, program, action, or task. This would imply a greater use of 
mechanisms like joint country strategies and sectorwide approaches in the 
future.  

 
213. The next CSP should actively seek to build on ADB’s comparative advantages to 
develop synergies through geographic focus, consistently addressing strategic themes across 
operations, and developing stronger partnerships with other agencies. The selection of the 
geographic areas, strategic themes, and potential partnerships should reflect Government 
priorities, the programs of other international development partners, and ADB’s capacity to 
provide high quality services over a sustained period of time. 
 
214. Develop a Governance Strategy. Uzbekistan is going through a challenging transition 
from a centrally planned to a market economy. This transition involves a fundamental change in 
the system of governance. The need to reinvent the State so it can fulfill the roles expected of it 
in a market economy is one of the binding constraints to growth and development in Uzbekistan. 
In a centrally planned economy, the Government sets the price of factors of production, owns 
land and productive assets, determines what is to be produced, provides jobs for all citizens, 
and supplies social services and social safety nets. The private sector and civil society play 
more limited roles in a centrally planned than in a market economy. In a market economy, 
factors of production are allocated based on prices and market signals. The private sector owns 
most productive resources and creates most jobs. It needs an appropriate enabling environment 
and an efficient financial sector to allow it to grow and prosper. In a market economy, the role of 
the State is to provide an enabling environment for efficient and effective markets, remedy 
market failures, develop human resources, and mitigate the hardships caused by the transition. 
 
215. ADB defines governance as sound development management.111 ADB’s approach to 
governance calls for (i) all organizations and individuals to be accountable; (ii) public 
participation; (iii) transparent policies, rules, regulations, and laws and processes for 
implementing them; and (iv) predictability and continuity of development policies, rules, 
regulations, and laws that govern the development process. Good governance also involves 
taking measures to combat corruption.  
 
216. ADB strategy and operations did not include a well articulated strategy for governance, 
despite the strategy’s view that institutional development was one of the biggest constraints to 
growth and development. While there is now a governance assessment for Uzbekistan, there is 
little analysis of institutional weaknesses in sectors in which ADB works, nor an analysis of the 
broader systemic constraints. Many of the binding constraints such as the need for capacity and 
institution building, identified in the CAPE at the macro and sectoral level, and the need to build 
an enabling environment for the private sector could be broadly classified as governance 
issues. Governance is a very broad topic and ADB cannot be engaged in all of its dimensions 
The Government may be more willing to engage on some governance topics than on others. 
The CSP should include a well articulated approach to governance that (i) reflects the 

                                                 
111ADB. 1995. Governance: Sound Development Management. Manila. ADB’s definition of governance does not 

cover human rights. 
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Government’s priorities, (ii) identifies niche areas where the Government would welcome 
support from ADB, (iii) mainstreams governance issues in sectoral operations and at the macro 
level, and (iv) is consistent with ADB’s areas of expertise and budget and staffing constraints. 
 
217. Improve the Management of the TA Program and the Results Achieved. TA is a 
strategic resource and area of potential competitive advantage for ADB. TA projects enable 
ADB to provide to provide international and local experts to advise governments on how to 
address specific problems. TA has the potential to be an excellent way of positioning ADB to 
engage in policy dialogue and to support capacity building. Used skillfully, such support helps to 
achieve development results, sometimes at the strategic level. However, ADB has an institution-
wide problem in achieving the results intended with TA. Only 57% of the TA projects that have 
been independently evaluated by OED were rated as successful.112  
 
218. The CAPE found evidence of some client satisfaction and positive outcomes associated 
with TA projects in Uzbekistan. However, there were also weaknesses that raise questions about 
the usefulness, impact, and sustainability of some TA-funded outputs. These included poor 
strategic management of the TA program (e.g., lack of coherence with too many ad hoc 
interventions covering too many agencies),113 lack of local knowledge in the design of TA projects, 
overambitious objectives and terms of reference, and lack of ADB follow up to turn outputs into 
outcomes. The last of these was a particular problem for policy development and developing 
management capacities. There was a mismatch between the lending and TA programs. Some 
key agencies in ADB’s prioritized sectors received little technical assistance. Good consultant 
management is also important to achieve results. Too many otherwise good advisory TA reports 
had their value diminished because of the critical way in which they conveyed their messages. If 
ADB is to manage its relationship with the Government effectively, it must manage the information 
flow, including consultant reports, effectively. This does not mean that material included in TA 
reports must always support Government policies and ideas. Part of the role of TA is to introduce 
new ideas and challenge conventional wisdom. However, reports should be written in a 
constructive way rather than in a negative, destructive way that obscures the ideas and messages 
included in the report. Critical advice is often most effectively delivered behind closed doors rather 
than in printed documents that may be made public. 
 
219. The often poor TA outcomes are an ADB-wide issue and does not only relate to 
Uzbekistan. Improving TA products requires action in many areas including more strategic 
selection of topics to be supported by TA, increasing the ownership of TA projects by EAs, 
improving ADB supervision, and the recruiting of better consultants. The OED Special 
Evaluation Study on Improving the Effectiveness of TA and the Task Force on TA Reform will 
provide recommendations on achieving development results through the use of TA. While many 
of the changes necessary to improve TA performance are institutional, those involved in the 
Uzbekistan program can address some of the issues identified in the preceding paragraph.  
 
220. Be an Effective Partner in Policy Dialogue. ADB is the Government’s preferred 
development partner. The key success factors in achieving this position include (i) engaging in 
sectors on a partnership basis with a view to exposing sector planners to best practice; (ii) being 
responsive to the Government’s priorities for investment, which runs the risk of taking a program 
out of the confines of the strategy; (iii) being politically neutral; and (iv) providing dependable 
access to trusted sector advice that is consistently excellent.  

                                                 
112 ADB. 2005 Annual Evaluation Review. Manila. 
113 Thirty-six ADTAs covered 26 different agencies. Regional TA projects were not integrated effectively into the 

country program. 



 

 

68 

 
221. There is an ongoing debate in the international community about the usefulness and 
effectiveness of conditionality and growing criticism of what is sometimes viewed as excessive 
donor-imposed conditions. An OED literature review (footnote 21) found that aid has had little 
influence on policy reform in most developing countries and that conditionality does not promote 
reform in countries where there is no strong local movement in that direction. The reasons for 
ineffective conditionality include (i) a divergence of views between donors and recipients about 
the program, (ii) recipient governments that may agree to a reform program before receipt of the 
funds but show less enthusiasm after disbursement, and (iii) incentive issues on the donor side 
sometimes weaken the fulfillment of the conditions. The CAPE’s findings support the proposition 
that ADB-imposed conditions do not generally work, at least, in Uzbekistan. This is clearly 
illustrated by ADB’s experience in the road sector and with the ESDP. Some experience, such 
as in the education and railway sectors, illustrates that with patience, expertise, and involvement 
over an extended period of time, ADB can become a trusted advisor. 
 
222. ADB often compares itself to a family doctor. In keeping with the family doctor analogy, 
when involved in policy dialogue ADB should (i) listen before talking to clearly understand the 
patient’s symptoms, (ii) work to build the patient’s confidence in the doctor by providing world 
class expertise, (iii) diagnose before prescribing the policy advice to cure the patient, and 
(iv) provide frequent follow up visits to ensure that the recommended treatment is implemented, 
refined as necessary, and is ultimately successful. Being an effective partner for policy dialogue 
in a country like Uzbekistan requires ADB to take a long-term view of the transition from a 
centrally planned to a market economy and to recognize that ADB will need to support the 
timing and sequencing of the Government’s reform program. Uzbekistan has adopted a more 
gradual, longer term approach to reform than was advocated by the proponents of the “big 
bang” transition to a market economy. In providing policy advice to Uzbekistan, ADB should 
draw on its experience with transition economies, particularly those that are successfully using a 
gradual approach to reform. There may be lessons that ADB can adopt from those countries to 
support Uzbekistan’s transition to a market economy. 
 
223. Strengthen the URM. The Government has a generally positive view of ADB. The 
efficient functioning of the URM has contributed to the positive features of ADB’s relationship 
with the Government. The Government generally feels that ADB is less responsive when 
decisions have to be referred to headquarters. Feedback from the Government also indicated 
that loans and TA projects delegated to the URM are more effectively implemented.114 
Examples of positive features of the performance of URM documented by the CAPE include 
client management, donor coordination, portfolio management, and effective use of 
discretionary funds under regional TA projects. 
 
224. Although the URM is highly regarded by the Government, it is not resourced to play an 
optimal role. Maintaining constant dialogue is important to advancing any debate about policy 
change and maintaining momentum where a major intervention has begun. The URM’s staff 
complement allows it to do little more than manage government relationships, monitor the 
portfolio, support missions, and manage the projects delegated to it. If trained and mentored, 
national staff with the necessary technical expertise can play an important role in the sectors in 
which ADB is actively involved. The URM must be appropriately staffed to take maximum 
advantage of the opportunities offered by a resident mission to plan and deliver ADB’s program 
in Uzbekistan effectively. Staff with the appropriate expertise should be stationed in the URM or 

                                                 
114 Proportionately, ADB has delegated more projects to URM (7 out of a total portfolio of 21) than to resident 

missions in other CARs (13 of 80 projects in the CARs have been delegated).  
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the region for each of the focus areas identified in the CSP. During the preparation of the CSP, 
the role and function of the URM should be reviewed to determine whether changes are 
required in the balance of ADB staff and budget resources between the URM and ADB 
headquarters. 
 
B. Recommendations 
 
Recommendation  Responsibility 
 
For ADB Consideration 
 

  

1. Strategy formulation and program management need to be improved 
by (i) strengthening the relationship between the strategy and the 
program during the CSP period, (ii) increasing sector focus and 
selectivity, (iii) developing synergies in ADB’s operations by adopting 
a more systematic geographic focus and mainstreaming a number of 
strategic themes across sectors and operations, and (iv) building 
stronger partnerships with other donors. 

 ECRD 
 

2. The next CSP should identify niches where the Government would 
welcome ADB playing a leading role in helping the transition to a 
market economy by strengthening the governance system. 

 ECRD 

3. ADB should improve the management of the TA program and the 
results achieved by (i) programming TA strategically rather than in an 
ad hoc fashion, (ii) improving the link between TA and lending 
programs, (iii) strengthening country ownership by identifying 
strategic topics of interest to the Government, (iv) emphasizing the 
achievement of TA results rather than the production of TA reports, 
and (v) improving TA supervision and the management of 
consultants working on TA projects. 

 ECRD 

4. ADB should become a better development partner by avoiding the 
imposition of ADB-driven conditions and taking a long-term view of 
Uzbekistan’s transition to a market economy. In policy dialogue, ADB 
should (i) listen to the client so it can clearly understand its needs, 
constraints, and local conditions; (ii) build confidence by providing 
world class expertise; (iii) diagnose before prescribing policy advice; 
and (iv) provide frequent follow up to support the evolution of policy 
reform and its implementation. 

 ECRD 

5. The CSP should define a larger role for the URM, building on its 
proven strengths, and revise the balance of resources between the 
URM and ADB headquarters so that the URM is adequately 
resourced.  

 ECRD, 
Budget, 
Personnel, and 
Management 
Systems 
Department 
 

ADB = Asian Development Bank, CSP = country strategy and program, ECRD = East and Central Asia Department, 
TA = technical assistance, URM = Uzbekistan Resident Mission. 
Source: Operations Evaluation Mission. 
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KEY ECONOMIC INDICATORS 
 
Indicator 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 
Income and Growth                
   GDP (billion rubles/sum, current prices) 61.6 0.4 5.1 65.0 303 559 977 1,416 2,129 3,256 4,925 7,450 9,838 12,189 14,700
   GDP per Capita ($, current prices) ⎯ ⎯ ⎯ 296 446 599 623 626 703 558 467 383 396 463 ⎯
   GDP Growth (%, constant prices, IMF 
estimate) 

⎯ ⎯ ⎯ ⎯ (0.9) 0.6 2.5 2.1 3.4 3.2 4.1 3.1 1.5 7.4 5.0

   GDP Growth (%, constant prices, 
official) 

(0.5) (11.1) (2.3) (5.5) (0.9) 0.1 4.7 4.3 4.3 3.8 4.2 4.2 4.4 7.7 7.0

      Agriculture (1.1) (9.7) 1.5 (3.4) 2.0 (5.7) 5.8 4.1 5.5 3.2 4.1 6.0 5.9      
10.1 

⎯

      Industry  1.5 (15.5) (4.2) (6.6) (5.6) 1.7 2.5 0.6 1.2 1.3 2.7 3.4 2.8 5.4 ⎯
      Other Servicesa ⎯ ⎯ ⎯ ⎯ ⎯ ⎯ 5.9 5.2 4.7 4.9 4.6 3.7 ⎯ ⎯ ⎯
  GDP at factor cost  (% share, current)               
     Agriculture 37.2 35.1 30.7 37.5 32.4 26.2 32.3 31.3 33.5 34.4 34.2 34.1      

33.1 
     
31.0 

⎯

     Industry  25.8 26.3 24.6 18.5 19.7 20.8 17.8 17.4 16.5 16.2 16.1 16.4 18.0 20.0 ⎯
     Other Services 37.1 38.7 44.7 44.0 47.9 53.0 50.0 51.3 50.0 49.4 49.7 49.5  48.9 49.0 ⎯
Employment               
   Population (million) 21.0 21.5 22.0 22.4 22.8 23.2 23.6 24.0 24.3 24.7 25.0 25.3 25.6 25.9 ⎯
   Total Employment (million) 8.3 8.3 8.3 8.2 8.4 8.6 8.7 8.8 8.9 9.0 9.1 9.3 9.6 9.9 ⎯
   Public Sector Employment (million) ⎯ 4.7 4.6 4.3 4.1 3.9 3.8 3.7 5.0 ⎯ ⎯ ⎯ ⎯ ⎯ ⎯
   Official Unemployment Rate (%) ⎯ 0.1 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.3 0.4 ⎯
   Average Monthly Wage ($) ⎯ 10.9 31.5 28.1 35.9 53.9 55.7 56.5 57.1 44.3 37.0 29.0 40.9 53.3 ⎯
Savings and Investment (% of GDP, 
current) 

              

   Gross Domestic Savings 23.0 34.6 17.8 14.5 27.1 22.7 18.7 19.9 17.3 19.4 20.0 22.4 26.9 31.2 ⎯
   Gross National Savings  23.0 34.6 17.7 14.0 27.0 22.1 17.7 19.8 16.6 18.0 18.6 22.1 ⎯ ⎯ ⎯
   Gross Domestic Capital Formation 26.8 43.9 14.6 18.3 24.2 23.0 18.9 20.9 17.1 19.6 21.1 21.8 20.7 23.9 ⎯
Money and Inflation                
   Consumer Prices (% change, EOP) 165.0 906.1 885.0 1,281.4 116.9 64.3 50.0 26.1 26.0 28.2 26.5 21.6 3.8 3.7 7.0
   Consumer Prices (% change, average) ⎯ ⎯ 534.0 1,568.0 305.0 54.0 71.0 17.9 29.1 24.9 27.4 27.6 10.3 1.6 20.0
   Broad Money (M2, % change) 82.2 468.2 782.2 680.0 144.0 113.7 36.0 28.1 32.1 37.1 54.3 29.7 27.1 47.8 52.9
Central Government Finance (% of 
GDP) 

              

   Total Revenue (in the budget) 48.7 31.5 36.0 29.2 34.6 34.3 30.1 31.1 29.3 28.0 25.7 25.0 23.5 23.5 ⎯
   Total Expenditure (in the budget) 51.3 43.8 53.6 33.3 32.6 36.2 32.5 33.1 31.0 29.0 26.7 25.8 24.2 22.9 ⎯
   Overall Balance (deficit )b ⎯ ⎯ (2.7) (4.1) (2.9) (2.0) (2.4) (2.0) (1.7) (1.0) (1.0) (0.8) (0.7) 0.6 ⎯
    Total Revenues and Grants ⎯ ⎯ ⎯ ⎯ ⎯ ⎯ ⎯ 40.2 38.6 36.8 34.5 35.7 33.1 32.3 29.6c

    Total Expenditure and Net Lending ⎯ ⎯ ⎯ ⎯ ⎯ ⎯ ⎯ 42.9 40.9 38.9 36.0 37.2 33.9 32.0 32.7
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Indicator 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 
Balance of Payments                
   Trade Balance (% of GDP) ⎯ ⎯ (6.9) 3.8 2.3 (6.8) (0.5) 0.7 2.1 3.6 1.6 ⎯ ⎯ ⎯ ⎯ 
   Current Account Balance (% of GDP) ⎯ (11.7) (7.8) 2.1 (0.2) (7.2) (4.0) (0.8) (1.0) 1.6 (1.0) 1.2 8.7 10.1 8.1 
   Export Growth (annual % change) ⎯ ⎯ ⎯ 2.2 29.4 1.7 4.5 (21.8) (10.0) 0.9 (6.1) (5.7) ⎯ ⎯ ⎯ 
   Import Growth (annual % change) ⎯ ⎯ ⎯ (16.2) 31.9 31.0 (11.2) (25.2) 10.0 (0.9) 1.6 (13.5) ⎯ ⎯ ⎯ 
   Foreign Direct Investments, net ($ million) ⎯ 9 48 73 (24) 90 167 140 121 75 83 65 70 187 ⎯ 
External Payments                
   Gross Official Reserves ($ million, EOP)  ⎯ 79 1,022 1,330 1,867 1,901 1,167 1,168 1,242 1,273 1,300 1,215 1,659 2,147 2,400 
   Months of imports (goods & NFS) ⎯ 0.6 3.8 5.9 6.9 5.4 3.7 4.1 4.7 5.2 4.9 5.4 6.4 6.5 6.3 
   External Debt   ($ million) ⎯ 60 1,032 1,247 1,796 2,375 2,858 3,315 4,882 4,577 4,818 4,739 5,006 5,144 5,000 
                            (% of GDP) ⎯ ⎯ ⎯ 18.8 17.7 17.0 19.4 22.1 28.6 33.3 41.4 48.9 49.4 ⎯ ⎯ 
   Debt Service    (% of XGS) ⎯ 0.4 0.7 10.5 17.2 8.7 9.0 11.5 16.9 25.7 25.6 23.3 22.5 17.5 ⎯ 
  OER (Sum per US dollar, average) 0.6 1.7 939.1 9.8 29.8 40.1 66.3 94.5 124.6 236.6 422.9 769.0 971.3 1,019.2 1,115.0 

 
⎯ = data not available, EOP = end of period, GDP = gross domestic product, IMF = International Monetary Fund, NFS = nonfactor services, OER = official 
exchange rate, XGS = export of goods and services. 
Notes: 
1. Figures for 2003 include preliminary data.  
2. Exchange rates for 1991–1993 are in Uzbek rubles per US dollar. Exchange rates from 1994 onward are in Uzbek sum per US dollar. 
3. Average monthly wage rate was converted at OER. GDP per capita and total debt to GDP ratio are based on GDP converted at OER. 
4. Nominal GDP in 1991 is in rubles and in sum from 1992 onward. 
5. Foreign direct investment in 1995 is negative because of a large one-off overseas investment by an Uzbek insurance company. 
a Includes transport and communications, construction, trade, and other services. 
b Consolidated balance based on budget definitions. 
Sources: Asian Development Bank (ADB) Key Indicators 2005 and other ADB internal country economic databases, International Monetary Fund, and World 
Bank. 
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COUNTRY ASSISTANCE PROGRAM EVALUATION METHODOLOGY 
 
1. The purpose of a country strategy and program (CSP) is to align the strategic goals and 
objectives of the Asian Development Bank (ADB) and a government’s own strategic objectives 
in a development framework. In doing so, internal government constraints to achieving its 
strategic objectives need to be taken into account. Figure A2.1 sets out the broad structure of 
the CSP environment. 
 

 
2. As most ADB projects approved for Uzbekistan had not been completed, and in four 
cases, had not yet begun, it was decided that this country assistance program evaluation 
(CAPE) would concentrate on strategy and how it had been articulated through sector strategies 
and from there into sector programs and interventions. Consequently, project design and 
targeting in relation to the strategic objectives were important. Effectiveness and sustainability 
were evaluated for technical assistance (TA). Because few projects had been completed, 
efficiency could not be assessed in detail, as this element is more relevant to individual project 
evaluations than to a CAPE with its concentration on program level relevance and effectiveness. 
 
3. Nevertheless, ADB interventions were examined in some detail. The methodology was 
as follows: 

(i) A desk examination of files and documents held at ADB’s headquarters and at its 
Uzbekistan Resident Mission was carried out. Information was collated on 
amounts approved. Reports of country portfolio review missions were studied 
and information extracted. For TA, TA completion reports were examined and 
analyzed. An initial assessment was made of the relevance and efficacy of each 
project. Data sheets were produced which detailed the objectives and activities of 
each intervention. Summaries of project completion reports were made where 
these were available (there are as yet no project performance evaluation 
reports). Initial issues were identified to be tested in the field. The data sheets 
provided the base information for subsequent in-depth interviews of government 
officials associated with the interventions. 

Figure A2.1: The Country Strategy and Program Environment 

Asian Development Bank     Government of Uzbekistan 
 
        Institutions 
 
Overarching goal      Policies 
 
Pillars    Country strategy and  Expenditure 
             program 
Long-term strategy      Programs 
 
Organizational       Civil society 
arrangements 
        Sociocultural environment 
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(ii) Three questionnaires were designed to get information on the impact of one of 
the four projects1 that had been completed. These were designed to assess the 
views of school directors, teachers, and parents about the project’s impact on 
textbooks, teacher competencies, and education quality. Questions were also 
posed to elicit opinions on the availability of common utilities to identify issues 
which might be significant in railway and urban and rural water projects. 

(iii) Questionnaires were designed for agency officials to elicit data and their opinions 
on the design and implementation of advisory TA and project preparatory TA 
projects. Questionnaires were completed for 21 of the 37 advisory TA projects 
(57%) and 15 of the 19 project preparatory TA projects (79%). They were either 
completed by officials and returned to the CAPE team or completed during 
interviews with the CAPE team. The questionnaires were also used as a basis for 
interviewing officials about the conduct and impact of the interventions. 

(iv) The questionnaires answered by government officials contained a number of 
open-ended questions. Answers were listed and then sorted to identify those that 
were most frequently given in order to develop an understanding of the kinds of 
issues that government officials considered most important in the conduct of TA 
projects. 

(v) Structured interviews with government officials and consultants working on ADB 
projects, where they were available, were carried out. Interviews sought to 
establish the degree to which TA met the criteria of relevance, efficacy, 
effectiveness, and sustainability. For projects, the interviews sought to test the 
issues identified from the desk reviews and to determine what other, if any, 
issues were relevant to the CAPE. Limitations in coverage in some cases limited 
the effectiveness of this part of the evaluation. 

(vi) Visits were made to projects, accessing schools, private companies, farms, 
utilities, service companies, microfinance organizations, and participating banks. 
Nongovernment organizations in receipt of funds from ADB and recipients of 
various kinds of credit provided by ADB were visited. In the field, project 
beneficiaries and other stakeholders in the projects were interviewed. 

(vii) Interviews with development partners were designed to assess issues such as 
collaboration and coordination and to develop an understanding of comparative 
advantages and how ADB’s development partners evaluated their own 
approaches to dealing with the Government of Uzbekistan. 

(viii) Issues were reviewed and collated into four categories: (a) those which were 
generic across more than one sector, (b) those which were peculiar to a sector, 
(c) those which were strategic in nature, and (d) those which related to 
implementation.  

 
4. The way in which measurable objectives are established is an important factor which 
influences an objective evaluation of performance. Rather than specifying a set of desirable 
outcomes to be produced, objectives tended to be broad and rarely identified an outcome, most 
noticeably for TA projects. A lack of specificity in desired outcomes was evident. ADB’s efforts 
to strengthen project designs and monitoring frameworks and to move to results-based CSPs 
will assist the conduct of future evaluations. 
 
5. The flow of work is summarized in Table A2.1. 
 

                                                 
1 In ADB’s records system, the Road Rehabilitation Project is counted as completed. Disbursements amounted to 

only $0.6 million; the remainder of the $50 million loan was cancelled. 
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Table A2.1: The Evaluation Process 
 
Step 1 Step 2 Step 3 Step 4 Step 5 
 
Integration of 
country strategy 
Does it address 
national 
development 
priorities, link to 
strategic priorities 
and comparative 
advantage of the 
Asian 
Development Bank 
(ADB)? Does it 
position ADB 
effectively? 

 
Alignment of 
sector strategies 
with country 
strategy 
Do the sector 
strategies make 
expected 
contribution to the 
objectives of 
country strategy? 
Are they 
appropriately 
resourced? Do 
they position ADB 
effectively in its 
strategic role? 

 
Alignment of 
interventions 
with sector 
strategy 
Do the sector 
strategies make an 
expected 
contribution to the 
objectives of 
country strategy? 
Are they 
appropriately 
resourced? Do 
they position ADB 
effectively in its 
strategic role? 

 
Effective 
management of 
constraints 
What are expected 
constraints, 
compared with 
actual constraints? 
Are resources 
aligned effectively 
to manage 
constraints? 

 
Project Impacts 
What has been 
achieved and how 
sustainable has it 
been or is it likely 
to be? 

 
Desk review of the 
development 
priorities of the 
Government of 
Uzbekistan 
 
Comparative 
assessment of 
ADB comparative 
advantage through 
questionnaire 

 
Desk review 
 
Stakeholder 
consultations 
 
 
Assessment of 
outputs and 
outcomes 

 
Desk review 
 
Stakeholder 
consultations 
 
 
Assessment of 
outputs and 
outcomes 

 
Stakeholder 
consultations 

 
Key informant 
interviews, focus 
group discussions, 
and surveys 

     

Source: Operations Evaluation Mission. 
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CORPORATE OBJECTIVES OF THE ASIAN DEVELOPMENT BANK 
 
A. Overarching Objective: Poverty Reduction 
 
1. Poverty reduction is the overarching goal of the Asian Development Bank (ADB). Its 
poverty reduction strategy1 emphasizes rights and access: “In ADB’s view, poverty is a 
deprivation of essential assets and opportunities to which every human is entitled. Everyone 
should have access to basic education and primary health services. Poor households have the 
right to sustain themselves by their labor and be reasonably rewarded, as well as having some 
protection from external shocks. Beyond income and basic services, individuals and societies 
are also poor—and tend to remain so—if they are not empowered to participate in making the 
decisions that shape their lives. Poverty is thus better measured in terms of basic education; 
health care; nutrition; water and sanitation; as well as income, employment, and wages.” Access 
is central to ADB’s poverty reduction strategy. 
 
B. Core Strategic Areas and Related Policies 
 
2. The poverty reduction strategy is supported by three major “pillars”: pro-poor, 
sustainable economic growth; equitable social development; and good governance. Combined, 
these encompass socially inclusive development. 

(i) Pro-poor, sustainable economic growth covers broad-based growth-promoting 
opportunities, including investments in both physical and social infrastructure, 
and an environment program that promotes environmentally sound development. 

(ii) Equitable social development is targeted at the poor and especially at women. 
Among other matters, it addresses population control and social protection. It 
needs adequate budgetary support. 

(iii) Good governance is based on the proposition that a policy environment2 is 
conducive for development when it has clear, consistently applied, and 
transparent rules, regulations, and decisions; an accountability framework; and 
publicly accessible institutions. The governance policy3 nominates four necessary 
conditions for good governance: accountability; participation; predictability as to 
which laws, rules, and regulations are applied; and transparency in the sense of 
disclosure of information about the reasons and the rules applied to explain why 
certain actions were taken. 

 
3. ADB sets out its broad programmatic statement in the long-term strategy framework 
(LTSF), 2001–2015.4 A medium-term strategy (MTS)5 focuses the framework on the more 
immediate future and is intended to ensure that the LTSF is constantly refined to take account 
of changing and unpredicted conditions in the region. The three core strategic areas of the 
LTSF are the three pillars of the poverty reduction strategy. 
 
4. The MTS is unequivocal about the importance of governance to economic growth and 
development. It considers that ineffective institutions and policies are the biggest constraints on 
growth and development and builds on ADB’s medium-term governance agenda.6 This agenda 

                                                 
1 ADB. 1999. Fighting Poverty in Asia and the Pacific: The Poverty Reduction Strategy. Manila. 
2 The policy environment, in this context, is the government climate of a potential borrower. 
3  ADB. 1995. Governance: Sound Development Management. Manila. 
4  ADB. 2001. Moving Poverty Reduction Agenda Forward in Asia and the Pacific: The Long-Term Strategic 

Framework of the Asian Development Bank (2001–2015). Manila. 
5 ADB. 2001. Medium-Term Strategy (2001–2005). Manila. 
6 ADB. 2000. Promoting Good Governance. ADB’s Medium-Term Agenda and Action Plan. Manila. 
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aimed at (i) elevating governance issues to the top level of the development agenda; 
(ii) developing a consensus on regional benchmarks, codes of conduct, and best practice 
across public and private sectors; and (iii) enhancing the quality of governance in individual 
countries. 
 
5. The LTSF and the MTS identify four operating principles to guide strategy 
implementation and achieve focus and selectivity. The principles are:  

(i) ensuring country ownership and leadership of the development agenda, 
(ii) taking a long-term approach to development assistance,  
(iii) enhancing strategic alliances and partnerships, and  
(iv) measuring development impact.  

 
C. Crosscutting Themes and Related Policies 
 
6. In ADB’s overall policy framework, there are three major crosscutting themes: 
governance, which is a pillar of the poverty reduction strategy and has been discussed; and two 
major “principles,” environment and gender, which are at a level below the three pillars. There is 
also a fourth theme, private sector development, which is crosscutting and for which there is a 
strategy but which has settled on the borders between mainstream operations and crosscutting 
themes. More recently, capacity development was added as a further crosscutting theme.7 
 
7. The environment policy emphasizes promoting environment and natural resource 
management interventions to reduce poverty directly, assisting developing member countries to 
mainstream environmental considerations in economic growth, helping maintain global and 
regional life support systems that underpin future development prospects, building partnerships 
to maximize lending and nonlending activities, and integrating environmental considerations 
across all ADB operations. 
 
8. The gender policy seeks to mainstream gender equity, with special emphasis on 
women’s participation in decision making on development issues. 
 
9. The private sector development strategy8 “recognizes the central role of the private 
sector and of markets in the development process, and responds to the challenges of mobilizing 
private sector resources to address the region’s increasingly complex development agenda.” 

 

 

                                                 
7 ADB. 2004. Review of the Asian Development Bank’s Poverty Reduction Strategy. Manila. 
8 ADB. 2000. Private Sector Development Strategy: Promoting the Private Sector to Support Growth and Reduce 

Poverty. Manila. 



  

 

A
ppendix 4       77 

STRATEGY AND PROGRAM RELATIONSHIP 
 

Table A4.1: Relationship Between Loans and Strategya 
 

Year Transport Justified by 
Association with 

Infrastructure 

Education Justified by 
Association with 

Education 

Agriculture and 
Rural Finance 

Justified by 
Association with 

Agriculture 

Not Related 

        
1996     Rural Enterprise 

Development 
  

1997   Basic Education 
Textbook 

    

1998 Railway 
Rehabilitation 
Road Rehabilitation 

      

1999        
2000 Railway 

Modernization 
  Senior Secondary 

Education 
 Small and Medium 

Enterprise 
Development 

 

2001  Urban Water Supply   Ak Altin Agricultural 
Development 

  

2002  Western Uzbekistan 
Rural Water Supply 
Regional Power 
Transmission 
Modernization 

Educational Sector 
Development 

  Small and 
Microfinance 
Development 

 

2003     Grain Productivity 
Improvement 
Amu Zhang 
Irrigation 
Rehabilitation 

  

2004   Second Textbook 
Development 

   Women and Child 
Health Development 

        
a Covers evaluation period from 1996 to 2004. 
Source: Operations Evaluation Mission. 
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Table A4.2: Relationship Between Advisory Technical Assistance Projects and Strategya 

Year Transport Justified by 
Association with 

Infrastructure 

Education Justified by 
Association with 

Education 

Agriculture and 
Rural Finance 

Justified by 
Association with 

Agriculture 

Not Related 

1996     Institutional 
Strengthening of 
National Bank of 
Uzbekistan 

  

1997   Monitoring the 
Implementation of 
Education Reform  
Capacity Building in 
Education Finance 

   Strengthening of 
Institutions Engaged 
in Environmental 
Protection 

1998 Building Project 
Implementation 
Capacity of 
Uzbekistan 
Railways  
Institutional 
Strengthening of 
Uzbekistan Temir 
Yullari  
Institutional 
Strengthening and 
Policy Support to 
the Road Sector 

    Developing 
Commercial 
Banking Skills 

Pension Reform 

1999    Capacity Building of 
the Center for Senior 
Secondary 
Education  
Assessment of 
Regional and School 
Management 
Structure and 
Capacity for Senior 
Secondary 
Education 

 Strengthening of the 
Banking Sector 

 

2000 Facilitating 
Development of the 
Railway Sector 

  Interim Review of 
Senior Secondary 
Education System 

  Development of the 
Insurance Industry 

2001  Capacity building for 
urban water supply 

  Pilot Testing of 
Rural Savings and 
Credit Unions  

  

     Institutional Support 
for Sustainable 
Agricultural 
Development 
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Year Transport Justified by 
Association with 

Infrastructure 

Education Justified by 
Association with 

Education 

Agriculture and 
Rural Finance 

Justified by 
Association with 

Agriculture 

Not Related 

2002  Energy Needs 
Assessment 

  Developing 
Prudential 
Regulation and 
Supervision of 
Savings and Credit 
Unions 

 Enterprise 
Restructuring and 
Corporate 
Governance 
Developing a 
Management 
Information System 
for Uzbek Telecom 

2003  Support to Policy and 
Institutional Reforms 
in Water Sector 

  Off-Grid Renewable 
Energy 
Development  
 
Furthering Reforms 
in the Grain Sector 
 
Developing an 
Integrated Cadastre 
System for Land 
and Property Right 
Registration 

 Development of the 
Capital Market 
Institutional 
Strengthening of the 
State Committee on 
Demonopolization 
and Competition 
Development  
Strengthening the 
Policy and Legal 
Framework for 
Foreign Direct 
Investment 

2004     Agricultural Sector 
Review and 
Planning 
 

 Capacity Building 
for Women and 
Child Health 
Development 

a Covers evaluation period from 1996 to 2004. 
Source: Operations Evaluation Mission. 
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Table A4.3: Relationship Between Resources Granted for Advisory Technical Assistance Projects and Strategya 
Year Transport 

($’000) 
Justified by 

Association with 
Infrastructure 

($’000) 

Education 
($’000) 

Justified by 
Association with 

Education 
($’000) 

Agriculture and 
Rural Finance 

($’000) 

Justified by 
Association with 

Agriculture 
($’000) 

Not Related 
($’000) 

        
1996     830   
1997   900 

500 
   680 

1998 150 
850 

1,000 

    1,000 850 

1999    150 
150 

 1,000  

2000 600   1,000   300 
2001  600   150 

600 
  

2002  600   400  1,000 
400 

2003  500   350  
400 
500 

 200 
300 
300 

2004     330  300 
 2,600 1,700 1,400 1,300 3,560 2,000 4,330 

a Covers evaluation period from 1996 to 2004. 
Source: Operations Evaluation Mission. 
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ADB LOANS TO UZBEKISTAN 1996–2005 
 

Loan 
No. 

Project Name 
 

Classification Type of 
Loan 

Amount 
($ million) Source Sector 

Year of 
Approval

         
1504 Rural Enterprise 

Development 
Economic Growth  DFI 50.0 OCR FIN 1996 

1594 Basic Education 
Textbook Development 

Human 
Development 

 CL 20.0 OCR EDU 1997 

1595 Basic Education 
Textbook Development 

Human 
Development 

 CL 20.0 ADF EDU 1997 

1631 Railway Rehabilitation Economic Growth  PROJ 70.0 OCR TRANS 1998 
1657 Road Rehabilitation Economic Growth  PROJ 50.0 OCR TRANS 1998 
1737 Senior Secondary 

Education 
Human 
Development 

 PROJ 57.0 OCR EDU 2000 

1773 Railway Modernization Economic Growth  PROJ 70.0 OCR TRANS 2000 
1799 Small and Medium 

Enterprise Development 
Economic Growth  DFI 50.0 OCR FIN 2000 

1833 Ak Altin Agricultural 
Development 

Economic Growth
Environment 

 PROJ 36.0 OCR AG 2001 

1842 Urban Water Supply Poverty  Human 
Development 

PROJ 36.0 OCR WSS 2001 

1903 Western Uzbekistan 
Rural Water Supply 

Core Poverty 
Intervention 

Human 
Development 

PROJ 38.0 OCR WSS 2002 

1960 Education Sector 
Development Program 

Poverty Human 
Development 

PROG/ 
SDP 

70.0 OCR EDU 2002 

1961 Education Sector 
Development Program 

Poverty Human 
Development 

PROJ/ 
SDP 

38.5 OCR EDU 2002 

1963 Small and Microfinance 
Development 

Poverty Economic Growth DFI 20.0 OCR FIN 2002 

1976 Regional Power 
Transmission 
Modernization 
(Uzbekistan Component) 

Poverty – Other Economic Growth PROJ 70.0 OCR EN 2002 

2017 Grain Productivity 
Improvement 

Poverty – Pro-
poor Growth 

Private Sector  DFI 26.0 OCR AG 2003 

2069 Amu Zang Irrigation 
Rehabilitation 

Poverty 
Intervention 

Economic Growth PROJ 73.2 OCR AG 2003 

2090 Women and Child Health 
Development 

Poverty 
Intervention 

Inclusive Social 
Development 

PROJ 40.0 OCR HEA 2004 

2093 Second Textbook 
Development 

Poverty 
Intervention 

Inclusive Social 
Development 

PROJ 25.0 OCR EDU 2004 

2191 Information and 
Communications 
Technology in Basic 
Education 

General 
Intervention 

Inclusive Social 
Development 

PROJ 30.0 ADF EDU 2005 

2208 Kashkadrya and Navoi 
Rural Water Supply and 
Sanitation Sector Project 

General 
Intervention 

Inclusive Social 
Development 

SECT 25.0 ADF WSS 2005 

         
  Total    914.7    

ADB = Asian Development Bank, ADF= Asian Development Fund, AG = agriculture and natural resources, CL = 
combined loans, DFI = development finance institution, EDU = education, EN = energy, FIN = finance, HEA = health, 
OCR = ordinary capital resources, PROG = program loan, PROJ = project loan, SDP = sector development program, 
SECT = sector, TRANS = transport, WSS = water supply and sanitation. 
Source: Operations Evaluation Mission. 
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PRIVATE SECTOR 
 

A. Uzbekistan Context 
 
1. Since Uzbekistan’s independence in 1991, a privatization strategy has focused on the 
conversion of previously state-owned enterprises and the establishment of small business 
operations and medium-sized enterprises. 
 
2. Private sector development has taken place over the last 12 years against a challenging 
background. Uzbekistan’s macroeconomic position, like those of all its neighbors, deteriorated 
in the early 1990s, although not as sharply as in some countries. The economy grew modestly 
from the mid-1990s but exports declined. The average official exchange rate for the sum to US 
dollar indicates the extent of change facing the private sector and community—the rate moved 
from 30 in 1995 to 771 by 20021 and to 1130 by end-September 2005. The Government has 
enacted decrees and laws to encourage the development of the private sector, including the 
recent establishment of an Anti-Monopolization Committee (AMC), stimulation of small and 
medium-sized enterprises (SMEs), promoting SME exports, increasing the private sector’s 
share of the economy, reorganizing state enterprises, simplifying entrepreneur registration, and 
legal protection of foreign direct investment. However, although these address issues of 
concern, it is generally accepted that they have not been translated as intended into practice. 
 
3. According to the Asian Development Bank’s (ADB) private sector assessment (PSA),2 
the private sector share of gross domestic product (GDP) in 2003 was 42.3%. However, the 
picture is more complicated than that. “Nonstate” commercial entities account for a further 
32.2% of GDP with official figures showing nonstate holdings accounting for 75.8%. These are 
the larger enterprises that the Government still controls through direct or cross-holdings. In 
addition, the informal economy is growing—a consequence of individuals responding to the 
onerous business environment.  
 
4. An International Finance Corporation (IFC) survey in 20033 and a more recent Japan 
International Cooperation Agency (JICA) report4 in 2005 confirm this viewpoint. The types of 
impediments to business reported in those surveys included (i) onerous government 
administrative procedures and unjustified interference; (ii) difficulty in currency conversion and 
obtaining day-to-day cash needs; (iii) inequitable and high taxation; (iv) government imposed 
restrictions on import and exports; (v) unfair competition from state-owned or state-controlled 
enterprises; (vi) difficulty of access and expensive finance; and (vii) corruption. Underlying these 
difficulties is what is widely perceived to be a patronage culture and a reluctance to move wholly 
to a market-based economy. 
 
B. ADB Policy including Lessons Learned 
 
5. ADB’s private sector development strategy5 emphasizes that the enabling environment 
is crucial. Consequently, the strategy stresses (i) creating and sustaining factors such as 
competition policy, business regulations, appropriate infrastructure, taxation reform, access to 
finance, reform of state-owned enterprises, and a predictable, equitable, and efficient legal 

                                                 
1 International Monetary Fund. 2003. Selected Issues and Statistical Appendix.  
2 ADB. 2005. Uzbekistan Private Sector Assessment. Manila. 
3 IFC. 2003. Business Environment in Uzbekistan as seen by Small and Medium Enterprises. 
4 JICA. 2005. Improvement of the legislation regulating entrepreneurship Report.  
5  ADB. 2000. Private Sector Development Strategy: Promoting the Private Sector to Support Growth and Reduce 

Poverty. Manila. 
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system; (ii) providing business opportunities through boosting new industries or strengthening 
the competitiveness of current enterprises through their participation as suppliers and 
contractors in publicly-funded projects; and (iii) catalyzing financial resources by direct or 
indirect lending to private sector firms with development impacts.   
 
6. Under the private sector development strategy, interventions can take place in sectors 
such as finance, transport, infrastructure, and education, as well as interacting on labor 
conditions and access to justice. This breadth of opportunity imposes an obligation to target 
efforts and to sequence interventions. ADB country strategies relating to private sector 
development are expected to be guided by PSAs, which help identify priorities. Before 2005, 
these were not available to benefit intervention in Uzbekistan.  
 
C. Rationale for Investing in Private Sector in Transition Economies 
 
7. Transition economies are understandably unfamiliar with the institutions, mechanisms, 
practices, and attitudes needed to develop, encourage, and regulate markets and private sector. 
ADB has a potential advantage in private sector development in that it can provide public and 
private lending, as well as technical assistance (TA) support in policy formulation and 
institutional development. However, ADB does not have IFC’s critical mass of private sector 
lending skills nor the European Bank for Reconstruction and Development’s (EBRD) expertise 
across the board and of the scale of its experience in the private sector in transition economies. 
Consequently, the private sector development strategy perceives ADB partnering with others 
and concentrating on niche sectors and private sector development themes. 
 
D. ADB Private Sector Development Program  
 
8. The overriding principle for ADB is to assist in the managing the transition to a market 
economy. For private sector development, the priorities identified included support to small- and 
medium-sized business in agriculture and agro-industry. The Government also expressed 
interest in support for reforms directed at developing the private sector generally, including 
enterprise restructuring and post-privatization and financial sector issues. 
 
9. The country operational strategy (COS) of 2000 widened the private sector development 
scope by (i) providing direct support to the private sector, especially when this complemented 
public sector projects; (ii) supporting agriculture and rural development, involving initially pilot 
projects and financial system development; and (iii) encouraging regional cooperation and 
trade, especially in transport and energy projects. 
 
10. Table A6.1 shows ADB’s investment program for the private sector. Loans totaled 
$153.3 million (17.9% of the total); project preparatory TA projects, $1.4 million (13.7% of the 
total); and the advisory TA projects $5.2 million (27% of the total). 
 
11. The two major loans, designed as investment support for the private sector, provided 
lines of credit for onlending to targeted borrowers. These were processed quickly. However, 
given that none of the originally listed subprojects in the Rural Enterprise Development Project 
actually proved to be viable for lending, processing speed was traded for quality of market 
research and project preparation. Furthermore, the speed of processing the second loan 
contrasts sharply with the subsequent slowness in distributing funds. This raises the question of 
whether sufficient market research was conducted. Market research in the difficult private sector 
circumstances of Uzbekistan could be expected to take a number of months. 
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Table A6.1: Program for Private Sector Development 
 

Mode Number Approval  Title Loan 
Amount 
($ million) 

TA 
Amount 

(‘000) 
PPTA 2624 Aug 1996 Rural Enterprise Development   100 
ADTA 2714 Dec 1996 Institutional Strengthening of National Bank of 

Uzbekistan 
 830 

Loan  1504 Nov 1996 Rural Enterprise Development  50  
RETA  5753 Oct 1997 Developing Best Practices for Promoting Private 

Sector Investment in Infrastructure  
 600 

Loan 1594 Dec 1997 Basic Education Textbook Development 20  
ADTA 3045 July 1998 Developing Commercial Banking Skills  1,000 
Loan  1779 Nov 2000 Small and Medium Enterprise Development  50  
PPTA 3254 Sept 1999 Rural Savings and Credit Union Development  600 
ADTA 3352 Dec 1999 Strengthening of the Banking Sector  1,000 
PPTA 3562 Dec 2000 Corporate Governance Reform  700 
ADTA 3635 Mar 2001 Pilot Testing of Rural Savings and Credit Unions  150 
Loan  
 

1963 Nov 2002 Small and Microfinance Development (see 
agriculture sector analysis) 

20  

ADTA 4021 Dec 2002 Developing Prudential Regulation and Supervision 
of Savings and Credit Unions 

 400 

ADTA  4062 Dec 2002 Enterprise Restructuring and Corporate Governance  1,000 
ADTA 4146 July 2003 Development of the Capital Market  200 
ADTA 4147 July 2003 Institutional Strengthening of the State Committee 

on Demonopolization and Competition Development 
 300 

ADTA 4265 Dec 2003 Strengthening the Policy and Legal Framework for 
Foreign Direct Investment 

 300 

Loan 2017 Nov 2003 Grain Productivity Improvement  
(under agriculture sector)                                              

10  

Loan 2069 Dec 2003 Amu Zang Irrigation Rehabilitation 
(under agriculture sector) 

3  

   Total 153 7,180 
ADTA = advisory technical assistance, PPTA = project preparatory technical assistance, RETA = regional technical 
assistance, TA = technical assistance. 
Source: Operations Evaluation Mission. 
 
E. Major Problems Confronting the Uzbekistan Private Sector and ADB Assistance 
 
12. The lack of many enabling conditions seriously inhibits growth of the private sector in 
Uzbekistan. Figure A6.1 presents a problem tree analysis. This simplified analysis is derived 
from ADB projects and reports. A fuller treatment is found in the private sector development 
strategy.  
 
13. Many problems continue to plague the sector, despite the Government stating its intent 
to build the economy by developing the private sector. Most of these relate to policy and 
governance, rather than to infrastructure. Uzbekistan requires advice about Government roles 
and practices in a market economy, rather than financial interventions, to address these issues. 
 
14. A major problem is that state-owned or state-controlled companies continue to enjoy 
concessions and provide a barrier to entry by existing and potential private sector investors. 
Privatization is still proceeding. In 2003, 1,519 enterprises were privatized. However, the State 
usually continues to hold shares in privatized enterprises. In tandem with this strategy, industry 
associations are in place but do not operate as usually expected in a market economy. Instead, 
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Figure A6.1: Problems Confronting the Private Sector 

these tend to be a holding entity for state-owned shares in an industry and typically manage 
marketing and supply for its members. In effect, the associations tend to act as an instrument of 
the state rather than as a representative body managed for and on behalf of its private sector 
constituents. State holdings in enterprises have also been consolidated into state joint stock 
companies (SJSCs), which also dominate the affairs of those they hold shares in. 
 
15. Lack of information on government administrative procedures is leading to excessive 
costs and time incurred by business in seeking to comply with procedures. A similar problem of 
information shortage and complexity affects taxation compliance, although the Government has 
introduced simplified tax procedures for smaller businesses and fewer inspections in 2005. 
 

 
16. Trade barriers that have persisted in Uzbekistan include high custom duties, 
administrative restrictions that affect cross-border controls, foreign exchange controls, and 
barriers against imports (as part of the import substitution strategy). The tax burden continues to 
be an issue, although taxes have been reduced over time. The IFC has noted that the taxation 
system is one of the most significant barriers to SME development. There are also inequities in 
the tax system, as certain businesses, such as those involving foreign investors, enjoy tax 
exemption privileges. 
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17. Inadequate financial services continue to pose problems. The PSA points to the 
underdevelopment of financial markets and the crowding out of private firms as the Government 
directs finance to its priority sectors and enterprises. Even though the Government has initiated 
a number of financial sector reforms, direct and indirect holdings of the State in banks are 
around 75%, accounting for 90–95% of bank assets. In the past, banks acted as tax collectors; 
this practice has now apparently ceased, as have bank restrictions on cash withdrawals and 
generally do not enjoy the confidence of the public. Their corporate governance, transparency, 
efficiency, and viability continue to affect their capacity to contribute to a satisfactory enabling 
environment for the private sector. The capital market is in its early stages.  
 
F. Synergy and Flexibility 
 
18. There are three opportunities for ADB to create and benefit from synergies in respect to 
the private sector. One is to work closely with other international financial institutions (IFIs), 
which does not appear to be happening, despite a recognition of the desirability of doing so. The 
second opportunity is better coordination within ADB between themes and sectors. ADB’s direct 
engagement in the private sector has been principally through lines of credit to rural enterprises, 
the printing and publishing industry, and SMEs; strengthening the banking sector; and assisting 
concerned agencies on particular themes on an as-requested basis. ADB has also been 
engaged in the private sector through components of its work in agriculture with machine parks, 
and financing lines of credit through its microfinance project. If project design, oversight, and 
coordination considered both sector and thematic dimensions, there should be opportunities to 
share information, learn from experience, and detect whether some aspects, such as business 
case preparation and evaluation and lending criteria, lend themselves to a common approach. 
There might also be a case for follow-up so a particular industry group can be made 
competitive. Nurturing might be a concept worth considering in a strategy which targets the 
private sector.  
 
19. The third opportunity comes from ADB status as a trusted advisor of the Government. 
There are a number of different agencies concerned with the private sector in Uzbekistan and 
coordination is an important issue. ADB could be well placed to assist in synchronizing these 
agencies.  
 
G. Lessons Learned from ADB’s Private Sector Development Strategy 
 
20. ADB has tried to address enabling conditions but in an ad hoc manner, responding to 
opportunistic requests. It has provided finance which has facilitated business opportunities, but 
with mixed results. It has not used its Private Sector Operations Department (PSOD) to catalyze 
finance. However, private sector development is complex because it is not the domain of any 
one agency and relies upon many agencies performance. Stronger partnerships need to be 
developed with EBRD and IFC. 
 
H. Assessments of Sector Strategy  
 
21. Table A6.2 assesses key private sector projects. 
 
22. Many criteria in Table A6.2 are not marked. For example, there are few ratings under 
“capitalizes on previous work,” “leverages off comparative advantage,” or “contributes to sector 
or thematic leadership” for TA projects. This reflects the ad hoc nature of interventions 
stemming from requests from Government. These tend to be once-off efforts and there seems 
to have been little thought on next steps and further assistance, even though executing 
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agencies often ask for further assistance during a project. This explains why criteria such as 
resourcing, realistic timing, and addressing of constraints are also not checked.  
 

Table A6.2: Assessment of ADB’s Private Sector Operations 
Criteria Agro 

L1504 
SME 

L1779 
TA 

4062 
TA 

4265 
TA 

4147 
Fits Strategic Positioning 
• Positions ADB effectively as trusted advisor to influence 

change 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

• Capitalizes and advances previous work      
• Leverages off and builds comparative advantages      
• Contributes to sustaining sector or thematic leadership      

Relevant 
• Fits within the Government’s expressed sector priorities 

 
 

 
 

 
 

 
 

 
 

• Clearly articulated to ADB’s objectives      
• Consistent with sector strategy       
• Addresses a significant development constraint       
• Deals with issues where access to best practice adds value    

 
 
 

 
 

Resourcing 
• Amount and balance of loan and TA sufficient to make 

required contribution to the desired sector objectives 

 
 
 

    

• Amount and balance of loan and TA sufficient to sustain ADB 
sector and thematic leadership  

 
 

    

Acceptable Risk  
• Allows progressive knowledge accumulation to modify 

approach 

     

• Provides continuous opportunities to confirm Government 
commitment  

     

• Clearly quantifies the market demand for the outputs       
• Deals as directly as possible with the end beneficiaries      
• Contains consensus about objectives and changes needed to 

meet them 
     

• Does not require continuing additional resources after 
completion for sustainability  

     

• Timing not overly ambitious       
• Realistically addresses constraints      

Results focused  
• Establishes realistic measurable objectives  

 
 

    

Manageability 
• Fits within resident mission’s present or proposed capacity 

 
 

    

• ADB has technical expertise to exercise quality control over 
inputs 

     

• Not vulnerable to reasonable staff turnover      

ADB = Asian Development Bank, SME = small- and medium-sized enterprise, TA = technical assistance. 
Source: Operations Evaluation Mission. 

 
23. Although the rating is subjective, it provides a consistent way of looking at program 
content across all involved sectors and themes. It is one perspective of the extent to which the 
program has gaps that need to be addressed.  
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24. Both private sector loans are considered to be relevant although the SME loan is less 
so. However, their value was rated low, as results are either not yet determined or are 
somewhat problematic. 
 

 
25. A similar rating has been given for effectiveness and sustainability, although 
sustainability is lower as a number of the firms to whom the funds were lent have failed and 
losses have had to be borne by the lending bank. As such, the banks’ capacity to lend is 
reduced, although they still have to repay ADB. Their sustainability is somewhat diminished. 
 
I. Lessons Learned for Future Strategy 
 

1. Strategy 
 
26. The complexity and breadth of the private sector makes it possible to justify almost any 
form of intervention and produce some useful outputs which, however, make little difference at 
the outcome and impact level. Furthermore, because the Government does not have an overall 
game plan, it tends to respond favorably to ad hoc offers of assistance from agencies. This will 
not advance private sector development. 
 
27. It would be wrong to assume the Government is doing little. Progress is occurring, 
although it is not immediately visible. Business training has occurred through the Chamber of 
Commerce and Industry, illegal decisions by state bodies have been overturned, and officials 
have been called to account for their administrative practices. A draft competition law is under 
consideration and “one window” registration introduced. Strategy formulators at ADB need to 
tap into the driving forces behind such initiatives. 
 
28. ADB’s PSA provides a basis for both research and proposals. Proposals contained in 
the PSA include targeting the privatization of the National Bank of Uzbekistan, the largest 
commercial bank, and the breaking up of the light industry industrial association. The PSA also 
stresses the need to build government confidence and improve the performance and 

Figure A6.2: Relevance, Efficacy, and Effectiveness of Private Sector Operations
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productivity of state-owned enterprises, acknowledging that they will continue to exist in the 
short term. Tackling large banks and significant industrial associations seems to be a high-risk 
strategy and may run counter to building government confidence. It also ignores ADB’s capacity 
to support such strategies. Private sector development should be looked at from the 
Government’s perspective. It will have to live with the consequences and face opposition from 
many vested interests in fighting change. Other options are worth considering. One would be to 
help the government develop a general game plan based on its perceptions of risk, sequencing, 
and urgency. A support program can then be developed using a cluster approach to TA. This 
would allow small but measurable steps to be taken that build confidence and confirm 
commitment. Another option would be to work closely with one or more key government 
agencies, such as the de-monopolization committee, on their own change agendas. A third 
option would be to continue to link private sector development to other key sectors, e.g., 
education and agriculture. In education, textbook publishers and printers could be targeted, 
while in agriculture there could be a focus on suppliers of services, such as machinery parks, 
agribusiness and farms themselves.   
 
29. Other strategic issues for consideration include the following:  

(i) ADB can respond to client requests but it needs to evaluate these against the 
country strategy. 

(ii) Either ADB should follow its professed strategy of combining its public lending 
with PSOD capacities or explicitly change it. According to a recent presentation,6 
in 2004, EBRD approved five projects for private companies for $57.1 million 
without government guarantees. A further eight projects for $376.6 million were 
under consideration. ADB private sector operations are conspicuous by their 
absence. One of the reasons for PSOD not being active, currency unification, 
has been resolved for some time. 

(iii) Policy studies and exposure to other practices are likely to be a more appropriate 
means of improving the enabling business environment than lending. 
Consequently, the private sector is not likely to be a major user of available loan 
funds. 

(iv) There is a need to view projects from the Government’s perspective so that 
expectations of change are realistic. There needs to be an appreciation of how 
difficult and time-consuming it is to achieve change. 

(v) Cooperation and synergy should be sought through collaboration with other 
partners such as JICA on management training, and EBRD on providing lines of 
credit. To date, this has tended to result in more dialogue than action. 

(vi) There is also synergy potential across sectors and ADB should take a thematic 
and sector perspective on its strategy and program, seeking to support one by 
the other.  

 
2. Implementation 

 
30. Implementation issues for consideration include the following: 

(i) If assistance is being considered, there is a need to think through whether it is 
best addressed by a series of small but linked projects or a once-off approach. 
The smaller but linked approach provides flexibility. Direction can be varied, 
resource allocation changed, and there can be progressive monitoring of results. 
It would also avoid current practices where executing agencies request follow on 
assistance but are unable to receive a timely answer or assistance.  

                                                 
6 Chamber of Commerce and Industry Uzbekistan. 2005. Entrepreneurship and Private Sector Development in 

Uzbekistan.  
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(ii) Procurement conditions that prevent buying from the most sensible source, such 
as the Russian Federation, send an inappropriate signal to the private sector. 
This seems an unreasonable requirement from an organization like ADB that 
advocates allowing the market to operate unfettered. 

(iii) Resident mission personnel need to have a bigger role in project design and 
monitoring. Local knowledge is necessary to avoid circumstances such as NBU 
crowding its larger lenders into the more generous limits of the ADB credit line. 

(iv) Foreign exchange risks have been passed on to those least able to manage 
them. ADB’s PSOD is now offering locally-denominated loans in a number of 
countries and this should be extended to Uzbekistan, if feasible.  

(v) Consultation and trust with executing agencies is not helped by ADB-appointed 
technical consultants dealing direct with ADB headquarters and not recognizing 
the executing agency as a client. Briefing of consultants on client and reporting 
relationships should be improved. 

(vi) As undercosting and cross-subsidies are gradually eliminated by utilities under 
programs sponsored by ADB, the effect this will have on the private sector has to 
be recognized and included in business plans. For example, increases in rail, 
water, and electricity tariffs, plus the removal of cotton supply control by industrial 
associations, could affect the business performance of borrowers from ADB lines 
of credit. ADB needs to ensure there is a consistent approach to preparing 
projections used to underpin loans. 
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INFRASTRUCTURE AND UTILITIES  
 
A. Uzbekistan Context 
 
1. Although water, transport, energy, and communications are separate sectors, the 
entities within these sectors share similar characteristics. Well-defined services to clearly-
identified customers are provided on a user-pays basis. Their service recipients vary in their 
capacity to pay, so some are subsidized, either by other consumers or by the government. 
Utilities usually control their own revenue stream, out of which they are expected to fund their 
new and renewal capital expenditures and day-to-day operations. Typically, they operate as 
autonomous monopolies under their own legislation or enabling regulations. As they also 
concern infrastructure, including roads, infrastructure and utilities were analyzed together. The 
Asian Development Bank (ADB) has provided support in Uzbekistan for infrastructure and 
utilities in railways, urban and rural water services, irrigation, roads, and communications. 
 
B. ADB Policy and Lessons Learned 
 
2. There is a similarity in ADB policies affecting utilities, irrespective of whether these are 
water, transport, or energy utilities. The objective is to ensure service provision to all and to help 
make utilities effective and efficient. This translates into strategies to make utilities financially 
self-sufficient, to introduce cost-based tariffs, to improve the efficiency and effectiveness of 
operations, and to ensure there is a separation between the government function of regulation 
and the utilities’ service delivery functions. Regional cooperation is an important dimension for 
transport and energy networks, which interface with those of neighboring countries. 
Implementation policies have involved funding projects that help government with policy and 
restructuring utilities so they become financially viable through rehabilitation or acquisition of 
infrastructure and improvements to operational skills and practices.  
 
C. Rationale for Investing in Infrastructure and Utilities 
 
3. The three major reasons for investing in infrastructure and utilities are (i) their services 
are essential to the well-being of the community and to economic activity, (ii) the government 
places a high priority on maintaining and extending adequate services, and (iii) the inability of 
many utilities to deliver expected standards of services. ADB has substantial experience in 
funding infrastructure in water, energy, and road sectors, and in dealing with the regulatory and 
institutional aspects of these sectors. Its technical assistance (TA) is particularly useful in 
helping governments shape their policies and sector plans, as well as in directly helping utilities 
to address non-infrastructure issues. In the Central Asian republics, ADB brings a regional 
perspective and builds cooperation between governments and their transport and energy 
utilities engaged in cross-border operations. 
 
4. ADB’s rationale for supporting infrastructure and utilities has been articulated in various 
strategy documents. It centers on rectifying the continuing deterioration of infrastructure, which 
has an adverse effect on living conditions and economic activity. The justification was made on 
a sector-by-sector basis. 
 
5. In the interim operational strategy (IOS), support to transport was especially highlighted. 
In Uzbekistan, rail is the principal transportation mode for moving bulk commodities such as 
agricultural products and oil. Agricultural products produce the majority of export earnings and 
underpin the country’s economic performance. The economic report that accompanied the IOS 
noted that there was a case for targeting improvements to the productivity and efficiency of 
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existing investments.1 This justified a rehabilitation program for the railways. Roads were 
referred to in the IOS as likely to require substantial investments given their relative neglect 
since the break-up of the former Soviet Union. However, they were an important regional issue. 
The country operational strategy (COS) in 2000 argued that economic growth could be unlocked 
by encouraging regional cooperation and trade through transport.2 Transport projects would 
need to be justified on their relevance to regional transport corridor development. 
 
6. Urban water was not included in the IOS but was introduced in the COS. It is true that 
basic social conditions and service levels were deteriorating and water was a government 
priority. Nevertheless, there was not a compelling reason for ADB to enter this sector, given the 
involvement of the European Bank for Reconstruction and Development (EBRD), German 
development assistance, the United Nations Development Programme (UNDP), and the World 
Bank. The Government’s 1999 resolution on rural water supply set out its intention to increase 
potable water coverage over the period to 2010. This resolution was released around the time of 
the COS in 2000. ADB did not include rural water in the COS, but shortly after its preparation, 
the Government requested emergency relief in drought-affected rural areas. ADB responded, 
although its offer of assistance did not materialize as other offers were more attractive and 
provided funds more quickly. Instead, ADB provided a longer term rural water project and rural 
water became part of the ADB program and, by default, the strategy.3 
 
7. Energy’s appearance in the COS was predicated on ADB’s interest in playing the role of 
regional honest broker and financier. Energy was a regional issue, as the systems of the 
neighboring countries connected to the Uzbekistan system were managed as a regional grid 
and involved trading energy. It was anticipated that economic growth would place additional 
demands on the energy network. 
 
D. ADB Program in Uzbekistan for Infrastructure and Utilities 
 
8. ADB infrastructure and utilities program focused initially on transport, specifically rail and 
road, followed by urban and rural water services and energy. It accounted for 38.9% of the 
overall loan program over the period 1996–2004, although one road project ($50 million) and 
one energy project ($70 million) were subsequently cancelled. Related project preparatory TA 
accounted for 36.3% of the total and advisory technical TA accounted 26.4% of the total. Table 
A7.1 summarizes the program.  
 
E. Major Issues 
 
9. The problems that confront infrastructure and utilities are similar in rail transport, roads, 
water, energy, and communications. One way to appreciate the challenges facing utilities is to 
undertake a problem tree analysis (Figure A7.1), which is sourced from reports and 
recommendation of the President produced by the sector divisions concerned. 

                                                 
1  ADB. 1996. Economic Report on Uzbekistan. Manila. 
2  ADB. 2000. Country Operational Strategy. Manila. 
3  Irrigation, although delivered through specific utilities, is perceived as an integral part of the agricultural sector 

strategy and specific comments on the rationale for investing in irrigation are included in Appendix 8. 
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Table A7.1: ADB’s Program in the Infrastructure and Utilities Sector 
 

Mode Number Approval Title  Loan 
Amount 
($ million) 

TA 
Amount 
($’000) 

PPTA 3440 May 2000 Urban Water Supply  720 
Loan 1842 Sep 2001 Urban Water Supply 36  
ADTA 3729 Sep 2001 Capacity Building for Urban Water Supply  600 
PPTA 3828 Jan 2001 Aral Sea Area Drought Relief   150 
Loan 1903 April 2002 Rural Water Supply  38  
RETA 6099 Apr 2003 Assessment of Subregional Water Resources   150 
RETA 6163 Dec 2003 Improved Management of Shared Water Resources   700 
PPTA 4372 Aug 2004 Kashkadarya and Navoi Rural Water Supply   575 
PPTA 2754 Jan 1997 Railway Development   600 
ADTA 3040 Jul 1998 Building Project Management Skills in UTY Rail Utility  150 
ADTA 3068 Sep 1998 Institutional Strengthening of UTY rail utility  850 
Loan 1631 Dec 1998 First Railway Rehabilitation 70   
PPTA 3218 Jul 1999 Railway Rehabilitation  450 
ADTA 3529 Oct 2000 Furthering Development of the Railway Sector   600 
Loan 1773 Oct 2000 Second Railway Modernization 70   
PPTA 4076 Dec 2002 Third Railway Development   600 
PPTA 2676 Nov 1996 Road Rehabilitation  600 
ADTA 3118 Dec 1998 Institutional and Policy Support for Road  1,000 
Loan 1657 Dec 1998 Road Rehabilitation 50   
Loan 1976 Dec 2002 Regional Power Transmission  70   
ADTA 4028 Dec 2002 Energy Needs Assessment  600 
ADTA 4173 Sep 2003 Off Grid Renewable Energy    350 
ADTA 4071 Dec 2002 Developing MIS for Uzbek Telecom  400 
   Total 334 9,095 
ADTA = advisory technical assistance, MIS = management information system, PPTA = project preparatory technical 
assistance, RETA = regional technical assistance, TA = technical assistance, UTY = Uzbekistan Temir Yullari. 
Source: Operations Evaluation Mission. 
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Figure A7.1: Utility Problem Tree Analysis 
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10. The simplified problem analysis shows the main issues to be (i) patronage and tariffs, 
(ii) deteriorating and insufficient assets, (iii) inefficient practices, (iv) lack of financial 
sustainability, and (v) inadequate government policies. 
 

1. Patronage and Tariffs 
 
11. The economics of utilities are dependent on high levels of patronage at prices that 
recoup costs. This means that Uzbekistan utilities need to be customer-focused and aware of 
their clients’ service needs and capacity to pay. Uzbekistan utilities lack the customer relations 
and marketing skills and processes to be customer-focused. Furthermore, they have 
traditionally not had cost-based tariffs. Shifting to cost-based tariffs for water, for example, 
would increase tariffs by two to four times over prevailing levels. Railway tariffs (which are linked 
to Swiss franc to sum exchange rates) have already risen steeply as the local currency lost 
value. Cross-subsidies from industry to households for water and from rail freight to passenger 
services have been put in place to mitigate the social cost of tariff increases. 
 
12. Compounding the issue of tariffs has been the general effect of the changed economic 
circumstances of the region since 1991, which has led to falls in freight and passenger traffic. 
While rail has to address falling patronage, water has to address growing numbers of customers 
as it reaches out, particularly in rural areas, to people who currently do not receive services. 
Given generally difficult economic conditions, sources of cash such as utility revenues are 
attractive to governments, particularly local. There is a danger they will be diverted to other 
immediate needs and not used for maintenance or asset renewal to sustain utility services. 
 

2. Deteriorating and Insufficient Assets 
 
13. Consumers of utility services expect to receive specified and reliable services. However, 
utility service standards and performance in Uzbekistan are not usually transparent. Service 
performance has declined, as infrastructures have deteriorated. In particular, there is not 
enough water to service rural communities. Service dependability and quality are issues. 
 

3. Lack of Financial Sustainability 
 
14. Without cost-based revenues and consumers who can afford to, and do, pay, including 
Government agencies and state-owned enterprises, utilities will not have sufficient funds to 
reinvest in or maintain their assets. In the past, the Government budget was used to support 
utilities, but the Government can no longer afford to do this. Therefore, achieving and sustaining 
financial self-sufficiency is a key problem for water, rail, and energy utilities. There is a need to 
fund asset rehabilitation so that service levels and coverage improve and an environment is 
created in which consumers pay. 
 

4. Ineffective Practices 
 
15. Utilities have appropriate engineering skills, but lack commercial and financial skills to 
plan and implement capital expenditure programs, set tariffs, and manage their financial affairs. 
Processes and systems for forecasting and planning, billing, and accounting systems have not 
capitalized on computer technology. This was recognized by ADB in its TA, for example, for 
railways and for urban water. Investment in systems has a side benefit of reducing corruption, 
as much tighter controls can be exercised, employee discretion can be reduced, and consumers 
can be educated to expect a documented account of their utility usage and bill. 
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5. Inadequate Government Policies 
 
16. Policies provide the operating setting for infrastructure and utilities. In Uzbekistan, such 
policies cover budget support, foreign exchange borrowings for infrastructure rehabilitation, 
financial self-sufficiency for utilities, setting sectoral outcome targets, regional agreements for 
utility services that cross borders, cross-subsidies, and helping the poor to obtain essential 
services. Decisions on a number of the enabling conditions in railways and in water have been 
taken. 
 
F. ADB Approach and Achievements 
 
17. Of the six investment loans programmed under infrastructure and utilities, only one (a 
railways project) has been completed. The two in water services and the second modernization 
loan for railways are currently in progress. The roads and energy projects were cancelled. 
 

1. Patronage and Tariffs 
 
18. Those associated with implementing the water projects consider tariffs will be affordable. 
Surveys have been conducted to test the acceptability of higher water tariffs. However, until 
tariffs actually apply, it is difficult to be confident about what will happen. Projections anticipate 
most consumers will actually pay the higher tariffs, that the poor will modify their behavior and 
use the minimum amount of water per day that is provided at a subsidized rate, and that 
industry will continue to accept it to cross-subsidize residential users. Consequently, there 
remains a concern about expectations of tariff levels and financial performance, especially given 
current information on inflation, trends in poverty, and adverse exchange rates. 
 
19. In the same way, forecast increases in revenue for the railways reflect projected price 
increases, which stem from the tariffs being tied to the Swiss franc. The first ADB loan forecast 
revenues from freight in 2005 would be 2.3 times the 2000 level, although the estimated freight 
volume would increase by only 1.1 times. The difference in revenue would be accounted for by 
tariff increases. In the second loan, the revenue forecast for 2005 was 1.9 times higher the 2000 
level, again mostly due to tariff increases. About 95% of projected revenue increases are 
traceable to tariffs. 
 

2. Deteriorating and Insufficient Assets 
 
20. The focus of ADB support has been the rehabilitation of the existing infrastructure for 
railways and urban water and the creation of new infrastructure for rural water. A total of 
341 kilometers of rail track were successfully rehabilitated under the first ADB loan and another 
320 kilometers are targeted under the second. Urban water is rehabilitating systems to provide 
a better service for 480,000 people located in three provincial cities, while rural water is 
targeting 700,000 people spread over 150 rural communities. ADB should plan for community 
participation to ensure communities are more aware of expected service performance 
standards. This would generate a results focus on the part of utilities. It is too early to say 
whether the planned service outcomes will be achieved, as the water projects are still in 
progress. 
 

3. Lack of Financial Sustainability 
 
21. A major aim of ADB utility projects has been to help them achieve financial self-
sufficiency and to achieve financial rates of return above the weighted cost of capital. This is 
expected to be achieved through higher tariffs, better collection, and greater operating 
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efficiency. Financial viability is affected by the exchange risk arising from ADB finance for urban 
and rural water projects and railways. In the case of rural water management entities, the 
Government has accepted responsibility for the debt, interest payments, and exchange risk. 
However, urban infrastructure management entities, the vodokanals, are expected to accept the 
currency risk. This would affect both their interest costs and the repayment of loans. 
 
22. ADB has provided $140 million in two loans for railway infrastructure, with Uzbekistan 
Temir Yullari (UTY) contributing $136 million as counterpart funds. ADB indicated that UTY had 
the financial capacity to accommodate both its loans.4 EBRD, which loaned $40 million, and 
Japan Bank for International Cooperation, which initially loaned $56 million but subsequently 
agreed to fund construction of a new rail line, have also been major lenders to the railways. 
ADB TA to railways has helped strengthen their financial viability by helping the organization 
shed noncore activities and cut payroll costs from about 22% of revenues in 1997 to 11% by 
2000. 
 

4. Inefficient Practices 
 
23. In all the utility loan projects, ADB has recognized the need to develop the skills of 
management and community representatives and to strengthen management processes. The 
first railway loan included acquisition of a management information system (MIS); reorganization 
of the utility, including downsizing; and preparation of business plans. The second loan sought 
to improve accounting and business planning, as well as establishing human resource 
development and marketing functions. Urban and rural water projects provided training for about 
1,400 managers and community representatives, as well as installing project management and 
customer billing systems. 
 
24. Weak management and implementation systems will slow decision-making and make 
implementation difficult. In the case of the Rural Water Project, the entities directly involved are 
the executing agency, the Ministry of Macroeconomics; the Uzbek Communal Services Agency; 
the mayor’s office in Khorezm; the Council of Ministers, Karakalpakstan; the Territorial 
Communal Services Agency; the Karakalpakstan Communal Services Agency; and the 
agrovodokanals and vodokanals that service around 150 communities. Other agencies that 
have a role include trunk main agencies, the Ministry of Agriculture and Water Resources, the 
Ministry of Finance, the Ministry of Healthcare, and the Sanitary Epidemiological Survey. In the 
case of the urban water project, the executing agency is the Uzbek Communal Services Agency 
and the other involved agencies include the Territorial Communal Services Agency, provincial 
governments, three city governments, and their related vodokanals. In addition to the 
government agencies, nongovernment organizations and community-based organizations will 
be engaged in a number of ways. Having so many stakeholders suggests that some structural 
changes are worth consideration before actually embarking on infrastructure projects. 
Alternatively, a follow-up advisory TA might be needed.  
 
25. While it is acknowledged that the ADB program to support UTY has covered a wide 
range of management issues and is helping to transform the organization into a commercial 
undertaking, some proposals have not sufficiently recognized the extent of cultural change 
required. One such proposal was the setting up of a marketing department in an entity that is 
quite unfamiliar with marketing concepts and practices. One of the projected outputs of advisory 
TA 3068 (September 1998) was to improve marketing skills. Training was delivered. However, it 
takes considerable time to change organizational cultures and more realistic implementation 
                                                 
4 ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for Railway Modernization. Manila (Loan 1773-UZB, for $70 million, approved on 
31 October, para. 69). 
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periods are needed. Ongoing mentoring by resident rather than short-term advisors is needed to 
give newly-assigned staff access to expertise on a day-to-day and problem-to-problem basis. 
 

5. Inadequate Government Policies 
 
26. ADB projects have reflected government policy for infrastructure and utilities operating 
environment, rules, and performance targets. For water, the Government has expressed its 
objectives and strategy through a number of presidential decrees, Cabinet of Minister’s 
resolutions, and programs: 

(i) 1996, 1998—programs to improve water service coverage in rural areas; 
(ii) 1998—institutional and financial reforms in urban infrastructure (resolution 461); 
(iii) 1999—resolution on development of rural water supply to 2010; 
(iv) 2000—Aral Sea Drought Relief Program; and  
(v) 2001—measures to mitigate water shortages in Karakalpakstan and Khorezm. 
 

27. The outcomes have included (i) plans to achieve greater water coverage in the rural 
sector, (ii) decentralized accountability for urban and rural water management, and (iii) a shift to 
a user-pays system. A user-pays system may come as a shock to patrons. For example, in 
Karakalpakstan, rural customers interviewed are used to paying nothing for water despite the 
fact there is an official tariff of SUM60 per cubic meter. Given that cost-based tariffs may be 
unaffordable to many, there is a provision for social protection payments from Government 
through mahallas, which are self-management civil society committees. 
 
28. Availability of government funding is a policy and practical issue. First, in ensuring 
counterpart funding is available; secondly, in subsidizing capital and operating requirements for 
rural utilities for a period; and thirdly, stepping in if the utilities encounter difficulties in achieving 
fiscal self-sufficiency. Past practices have not set a precedent for sound funding practices. For 
example, in Karakalpakstan, users were not charged for water. The local water department 
received no subsidy from the Government and simply ran down its investments. There is high 
incidence of poverty in the targeted regions. The current financial status of agrovodokanals is 
weak and unlikely to improve until water services are improved by the project and higher tariffs 
can be levied and collected. The Government has agreed that rural utilities revenues will be 
prioritized to meet operation and maintenance costs first and contribute to capital later. Project 
delays have arisen from difficulties in obtaining counterpart funds. 
 
29. There is a clear link between government policy and practice and the question of utilities’ 
financial viability. There is a danger that political expediency or changed financial circumstances 
will result in inadequate tariffs or lack of government support. This would lead to asset 
deterioration and a series of rehabilitation loans and projects. The transparency of financial 
targets and actual performance, tariffs levels requested and granted, asset conditions, and 
commitments given and met all underpin Government policy on financial self-sufficiency and a 
user-pays system. 
 

6. Project Implementation 
 
30. Delays have occurred in all infrastructure projects. This raises questions about the 
realism of the schedules and whether the recipient agencies fully participated in setting 
deadlines. Timeframes are also an issue with projects involving regional cooperation such as 
the energy project. While the rationale for including energy in the country assistance strategy 
was to advance economic growth through regional cooperation, the experience of this project 
demonstrates how difficult it is to translate ideals into action. This probably means that longer 
timeframes than those covered by a country strategy and program are needed. Continuity of key 
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personnel will also be an important element to secure a high degree of trust between ADB and 
the regional parties involved.  
 
31. As utility project implementation has proceeded, a number of issues of relevance to ADB 
have arisen. The first of these is the need to rework performance measures. This applies to the 
outcome and impact level for rural water. Project management personnel were not aware of the 
basis for setting the project’s health targets, besides considering them unrealistic. The same 
applies to the expected time of project completion. There is a lag between recognizing the need 
for revision and actually making revisions to project management documents. This may stem, in 
part, from project personnel being unaware they can propose project design changes and a 
reluctance to change any factors that are thought to downgrade a project’s rating. 
 
32. A minor matter to ADB but a major irritant to local personnel is the way in which ADB 
conducts feasibility studies using project preparatory TA projects. Ministers do not feel that the 
outputs of such studies conform to the Uzbekistan regulations for the format and style of 
feasibility studies. The outcome is that after a project preparatory TA report is finalized, another 
feasibility report is prepared, reworking the project preparatory TA report to make it comply with 
local regulations. This extra effort causes delays in decision making, inconvenience to staff, and 
financial cost. It would be relatively easy to ensure that Uzbekistan feasibility study templates 
are known and complied with as part of the Uzbekistan project preparatory TA projects. The 
Uzbekistan Resident Mission is in a good position to take the lead in addressing this issue. 
 

7. Synergy and Flexibility 
 
33. Synergy has applied to utility projects in a number of ways and this could be exploited 
further. The experience of the urban water project, in such areas as contract packaging and 
knowledge of contracting processes, has been tapped by the project implementation unit in the 
rural water project. This has been based on informal contacts rather than through formal 
channels. In due course, project management accounting practices adopted by the rural water 
team may be applied to other similar projects. In the railway sector, there was an overlap 
between loans, which meant that the same consultants could be used, reducing learning times 
and costs. 
 
34. All utility projects require financial modeling, business planning, development of MIS, 
training, and customer surveying. The methods to address these tasks could be usefully shared 
across agencies and projects rather than each project team having to start from scratch. 
 
G. Assessments of the Sector Strategy 
 
35. The strategy to engage with infrastructure and utilities in rail and road was relevant to 
the Government’s priorities to protect and sustain the key enabling transport infrastructure 
needed for economic growth. Directing assistance to utilities in urban water was understandable 
because services were deteriorating, although this was not as high a priority to government as 
rural water because service coverage was already better in urban than in rural areas. 
Nevertheless, ADB moved into urban water first and subsequently into rural water in response 
to an emergency drought relief request. ADB has a leadership position in water and can bring 
substantial knowledge to bear in resolving sector issues and improving utility performance. 
Irrespective of entry circumstances, engaging in the water sector appears justified on 
comparative grounds. Assistance to energy utilities, although made more complex by requiring 
regional cooperation, made economic development sense. However, providing Uzbek Telecom 
with TA for a MIS did not fit within the country strategy. That project appeared to be a one-off 
financial gesture to other international financial institutions who were assisting Telecom (EBRD 
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was providing support for regulations and International Finance Corporation was supporting 
business planning) but may not have had access to grant funds. 
 
36. Figures A7.2 and A7.3 rank the six infrastructure and utilities loans in terms of their 
relevance, efficacy, effectiveness, and sustainability. 
 

 
 

 
37. All railway and water projects are considered relevant and were placed in the upper left 
quadrant. Energy was rated poor for efficacy based on its cancellation. The road transport project 
was rated low for relevance and efficacy (had it been otherwise, it would not have been 
cancelled). In terms of effectiveness and sustainability, provided the assumptions hold good, the 

Figure A7.2: Ranking Infrastructure and Utility Projects by Relevance and Efficacy
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Figure A7.3: Ranking Infrastructure and Utility Projects by Effectiveness and 
Sustainability
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railways and water utility projects should be effective and sustainable. However, rural water, in 
which there are many stakeholders, a greater incidence of the poor, and over 150 settlements to 
service, faces greater sustainability challenges than urban water. Railways, whose customers are 
mainly commercial entities and which has an existing cash flow, is better placed to combat risks. 
 
38. Another way of considering the sector investment projects is to match them to desirable 
strategic criteria. Such an assessment is set out in Table A7.2. 
 

Table A7.2: Infrastructure and Utility Projects Meeting Strategic Criteria 
 

Criteria Water Railways Roads Electricity 
 L1842 L1903 L1631 L1773 L1657 L1976 
       
Fits Strategic Positioning 
• Positions ADB effectively as trusted advisor to 

influence change 

 
 

 
 

 
 

 
 

  

• Capitalizes and advances previous work       
• Leverages off and builds comparative advantages       
• Contributes to sustaining sector or thematic 

leadership 
      

Relevant 
• Fits within the Government’s expressed sector 

priorities 

 
 

 
 

 
 

 
 

  

• Clearly articulated to ADB’s objectives       
• Consistent with sector strategy        
• Addresses a significant development constraint        
• Deals with issues where access to best practice 

adds value 
      

Resourcing  
• Amount and balance of loan and TA sufficient to 

make required contribution to the desired sector 
objectives  

 
 

  
 

 
 

  
 

• Amount and balance of loan and TA sufficient to 
sustain ADB sector and thematic leadership  

      

Acceptable Risk  
• Allows progressive knowledge accumulation to 

modify approach 

 
 

 
 

 
 

 
 

  

• Provides continuous opportunities to confirm 
Government commitment  

  
 

    

• Clearly quantifies the market demand for the outputs       
• Deals as directly as possible with the end 

beneficiaries 
      

• Contains consensus about objectives and changes 
needed to meet them 

      

• Does not require continuing additional resources 
after completion for sustainability  

      

• Timing not overly ambitious        
• Realistically addresses constraints       

Results Focused  
• Establishes realistic measurable objectives  

 
 

 
 

 
 

 
 

  
 

Manageability 
• Fits within resident mission’s present or proposed 

capacity 
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Criteria Water Railways Roads Electricity 
       
• ADB has technical expertise to exercise quality 

control over inputs 
 
 

  
 

 
 

  

• Not vulnerable to reasonable staff turnover       
       

ADB = Asian Development Bank, TA = technical assistance. 
Source: Operations Evaluation Mission. 

 
H. Lessons for Future Strategy 
 
39. Lessons can be divided into those related to strategy and to the execution of the strategy 
through project design. 
 

1. Strategic Focus 
 
40. The scope for ADB to engage with infrastructure and utilities is wide. One way of being 
more selective within the program would be to restrict choices to sectors already identified as 
core to the strategy. If the core sector is agriculture, the utilities most important to agriculture 
and the immediate community could be chosen, e.g., water and transport. This would mean 
giving rural water and transport a higher priority than, say, urban water or energy in framing the 
program. 
 
41. Once a utility type is selected, the choice of which province, district, or community to 
work with should take account of where existing ADB projects are located. Consolidating 
projects within an area should improve manageability and strengthen the negotiating position of 
ADB with authorities, besides improving the capacity to track and attribute results. 
 
42. Rail, urban water, and electricity utilities have, because of their commercial orientations, 
the potential to become self-financing, and have control over their own revenues and costs. 
They should, therefore, present long-term opportunities for ADB private sector operations. 
However, the present regulatory framework and supporting institutional environment discourage 
private investment in utilities. Addressing this constraint would open up utilities to private 
investment and enable public lending to be directed to other strategic areas. 
 
43. Requests from the Government for funding need to be matched against a set of strategic 
criteria, including total sector resources needed—otherwise, the total commitment necessary to 
establish leadership within a sector (which may be desirable strategic criteria) may be beyond 
the capacity of ADB. In the case of utilities, the needs can be estimated reasonably accurately. 
 
44. Lending opportunities to Uzbekistan are limited by the Government’s capacity to provide 
counterpart funds. Consequently, it may make more sense to have smaller but clustered or 
sequential interventions. While this has cost and management implications, it also provides a 
better risk management approach, given the uncertain circumstances the country faces. Risk 
management and building trust justifies policy studies of a short duration that would help the 
Government and funding of visits by Uzbekistan personnel and their participation in events that 
would expose them to international best practice. 
 

2. Strategy Execution 
 
45. Consultant reports should be improved by attaching clear accountabilities to 
recommendations. Otherwise, they are agreed to in principle but no action takes place. There is 
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a role here for the Uzbekistan Resident Mission for follow up as otherwise the Government 
considers that ADB has no real interest in the desired outcomes. Where new methods and 
approaches are needed, rather than one-off advice, consideration should be given to seconding 
one or more permanent advisors to support ongoing management. 
 
46. Forecasts should be subject to scenario testing, which is a more robust way of 
evaluating the consequences of change and developing possible fallback plans. In the past, 
projects have contained unrealistic targeting and indicators that are difficult to measure, e.g., 
health indicators in rural water and traffic volumes in railways. These targets should be subject 
to review by the executing agency and changes proposed, where necessary. 
 
47. ADB project preparatory TA feasibility studies need to comply with local circumstances 
to avoid imposing additional work and delays in approval. 
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AGRICULTURE AND IRRIGATION SECTOR 
 
A. Uzbekistan Context 
 
1. Since independence, agriculture has remained the cornerstone of the Uzbekistan 
economy. It accounts for about 28% of the gross domestic product, 44% of employment, and 
60% of export revenues. Uzbekistan was the largest producer of cotton, fruit, and vegetables in 
the former Soviet Union. Cotton remains its most important export, contributing 40% of export 
earnings. Wheat is regarded as a strategic crop and is central to the Government’s policy of 
food security. Almost the whole of Uzbekistan’s cropping area is irrigated. 
 
2. The agricultural development strategy is guided by the program for strengthening 
reforms in agriculture of March 1998. Reflecting major sector concerns, the program pursues 
three objectives: (i) generate robust foreign exchange earnings, mainly through the sale of 
cotton; (ii) improve food security; and (iii) promote rural employment, enhance living standards, 
and ensure social stability. 
 
3. The 1998 strategy was followed by a 2003 presidential decree on deepening the reforms 
in agriculture, which explicitly recognized that (i) private farms would replace public ownership; 
(ii) cropping patterns would not be imposed; (iii) private farms would be permitted to make 
contracts directly with input supply and output processing companies; and (iv) private farms 
would be permitted to enter into land lease agreements directly with local governments. 
 
4. The former Soviet Union transformed the agricultural systems of the Central Asian 
republics, introducing massive irrigation systems that drew water out of the two major rivers, the 
Amu and Syr Darya, and often pumping it up significant heights. It also reclaimed large areas of 
water land where water tables were close to the surface for irrigated agriculture. Crop rotation 
did not take place. A culture based on two crops developed across much of the irrigated land, 
with cotton being planted after a spring wheat crop. 
 
5. The agriculture sector faces declining productivity, as high water tables, inappropriate 
irrigation, and undermaintained drainage increase salination and waterlogging and make 
inroads into the fertility and amount of arable land. Annually, an estimated 20,000 hectares (ha) 
are abandoned because of salinity and waterlogging. This reduction in the resource base for 
agricultural production costs Uzbekistan about $1 billion annually in foregone output at 
economic prices. The irrigation system is undermaintained and, in some places, is on the point 
of collapse. 
 
6. Uzbekistan inherited state farms from the former Soviet Union. These have since passed 
through a number of stages of progressive reform—from collectives to cooperatives, including 
government-owned shirkat farms and privately-owned dekhan farms. Each produced largely 
cosmetic changes in the way in which farming systems were managed. These farms are 
generally in a parlous financial condition. The Government embarked on a further privatization 
program in 1998, which, among other things, created long-term leases1 for private farm 
operations. An efficiency model rather than an equity model was usually followed in the 
distribution of these leases, by providing 5–50 ha blocks to applicants who were able to 
convince local khokimiyats of their competence to manage such a smallholding. Shirkat 
members who failed to acquire land were left to farm their own house blocks and offer their 
labor to the leaseholders. 
                                                 
1 Presidential decree, “On the Most Important Directions for Deepening Reforms in Agriculture.” 



 Appendix 8 105 

 
7. Reforms in market liberalization have addressed horticultural, fruit, and livestock 
products. They are largely produced on privately-owned dekhan farms, which now account for 
60% of agricultural output on about 11% of agricultural land.2 Wheat and cotton remain under 
government direction and control, although the quota system for these two crops is being 
reduced. 
 
B. ADB’s Agriculture Policy 
 
8. The Asian Development Bank (ADB) has an agriculture and natural resources research 
policy3 but no agricultural and natural resources policy per se. Agriculture and infrastructure 
were the two areas targeted for lending at the outset of ADB’s operations in 1967. 
Consequently, ADB has built up a depth of expertise in agriculture and irrigation systems and 
management in the region, with expertise in dry land agriculture being developed over years of 
work in South Asia and, more recently, in East Asia. 
 
C. Rationale for Investing in Agriculture in Transition Economies 
 
9. There are significant levels of poverty in transition economies, especially in rural areas 
dependent on irrigated agriculture. At independence, the main market for Uzbekistan’s crops, 
the Russian Federation, disappeared. Other markets were nonexistent. As Uzbekistan had been 
at the supply end of the command structure, there was no experience in government of policy 
development, planning, or management of an agricultural system. Production quotas deterred 
rational farm management decision making. There were also significant budgetary constraints, 
which markedly affected the capacity of irrigation departments to maintain and operate their 
systems. As irrigation water was either delivered free or at a highly subsidized tariff (and 
irrigation departments also delivered water to industry), funds generated internally by irrigation 
departments fell far short of the amounts needed to maintain the systems. Water delivery was 
organized at district and national levels; not at a basin level, which increased inefficiencies and 
constrained sensible environmental management. In many cases, by 1996, irrigation, and 
particularly drainage systems, were seriously stressed and becoming increasingly inefficient as 
a result of lack of maintenance. In some parts, systems were close to collapse. Agricultural 
systems were also stressed, with land becoming less productive, significant areas being lost to 
salinity, land becoming waterlogged because of uncontrolled irrigation practices, and fertility 
being compromised by unwise agricultural practices. As a result, incomes in rural areas where 
poverty was most severe were decreasing. 
 
D. ADB’s Program in Uzbekistan Agriculture System 
 
10. Agriculture was one of the three sectors targeted for assistance in the 1997 interim 
operational strategy. It has played a prominent part in the strategy. 
 
11. Table A8.1 shows ADB’s investment program in the agriculture sector. The three loans 
totaled $135.2 million, 15.7% of the overall loan program; project preparatory technical 
assistance (TA) amounted to $3.3 million, 32.4% of the total; and advisory TA to $2.3 million, 
11.9% of the total.4 

                                                 
2 ADB. 2005. Agricultural Sector Review and Planning – Current Status and Outlook for the Agriculture Sector. 

Manila. 
3 ADB. 1995. Agriculture and Natural Resources Research Policy. Manila. 
4 In the main text, advisory TA 4218 is not included in agriculture as it was classified as governance by ADB. 
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Table A8.1: ADB’s Agriculture Program in Uzbekistan 

 
Mode Number Approval Title Loan 

Amount 
($ million) 

TA 
Amount 

(‘000) 
PPTA 2798 May 1997 Agriculture Sector Development  1,080 
PPTA 3094 Nov 1998 Grain Productivity Agreement  800 
RETA 5866 Oct 1999 Fourth Agriculture and Natural Resource Research at 

CGIAR Centers – Developing Sustainable Forage 
Technologies for Resource Poor Upland Farmers in 
Asia 

 1,200 

Loan 1833 Aug 2001 Ak Altin Agricultural Development 36   
ADTA 3706 Aug 2001 Institutional Support for Sustainable Agricultural 

Development 
 600 

PPTA 3908 Aug 2002 Amu Zang Water Resources Management  830 
Loan 2017 Nov 2003 Grain Productivity Improvement 26  
ADTA 4217 Nov 2003 Furthering Policy Reform in the Food Grain Subsector  400 
ADTA 4218 Nov 2003 Developing an Integrated Cadastre System for Land 

Resources Management and Property Right 
Registration 

 500 

Loan 2069 Dec 2003 Amu Zang Irrigation Rehabilitation 73  
ADTA 4302 Dec 2003 Support to Policy and Institutional Reforms in Water Sector  500 
ADTA 4328 April 2004 Agricultural Sector Review and Planning  330 
PPTA 4343 May 2004 Land Improvement  550 
  Total  135 6,880 

ADB = Asian Development Bank, ADTA = advisory technical assistance, CGIAR = Consultative Group on International 
Agricultural Research, PPTA = project preparatory technical assistance, RETA = regional technical assistance, TA = 
technical assistance. 
Source: Operations Evaluation Mission. 

 
12. The relatively high proportion of the project preparatory TA budget allocated to 
agriculture suggests that agriculture projects are more difficult to design than projects in other 
sectors. Part of the reason for the relatively high proportion of funds assigned to project 
preparatory TA projects was that they were also used to (i) build up information about the 
system so that ADB had base data to use as a planning tool (Agriculture Sector Development); 
(ii) secure stakeholder support for project interventions, which, if done well, is time-consuming 
(Grain Productivity Improvement); and (iii) identify policy actions needed to support proposed 
project investments. 
 
13. ADB is a principal partner agency to the agriculture sector. There are a number of 
important issues that affect the whole of the agriculture sector, such as the development of 
water user associations; operational policies on water tariffs, subsidies, and cross-subsidies; 
land privatization; extension services; machinery parks; and the application of best practices. A 
general agreement among partner agencies about how the issues should be addressed on a 
national basis rather than on a project-to-project basis would have the advantage of producing a 
level of stability and reduce contradictory approaches to these issues. 
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E. Major Issues5 Confronting the Uzbekistan Agriculture System and ADB’s 

Assistance 
 
14. Figure A8.1 contains a problem tree for the agriculture sector at the outset of the 
program, derived from ADB reports and recommendation of the President and reports. 
 
 
 

                                                 
5 These issues were extracted from reports and recommendations of the President and TA papers and appear to be 

sectorwide. Consequently, while other partner agencies, especially the World Bank, are active elsewhere, ADB 
needs to direct its attention to resolving all these problems in the areas in which it is concentrating while liaising 
with other partner agencies to ensure consistency in solutions. 
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Figure A8.1: Agriculture Problem Analysis 
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1. Khokimiyat Command and Control 

 
15. The regional (oblast) and district (raion) heads enjoy considerable authority in the 
agriculture sector, which is a result of the central place agriculture played for Uzbekistan in the 
former Soviet Union command and control system. Their powers are in such areas like Ak Altin 
that farmers will not make decisions about a change to their agricultural practices without first 
seeking permission from the local khokimiyat. This power has resulted in serious and 
unanticipated constraints being imposed on the work ADB is trying to do. Water user 
associations (WUA) interviewed considered that there is considerable overlap of responsibilities 
between WUAs and new farmer’s associations and that the latter could direct WUAs. This 
significantly increases the difficulty of assisting WUAs to become financially viable. Khokimiyat 
power is also a governance issue, since they can operate in contradiction of central government 
policy. Khokimiyats have power to assign land to farmers, and are perceived to have power to 
withdraw the right of a farmer to farm a particular parcel of land. The need to conserve and 
improve agricultural land is generational so long as there is a continuing attachment of 
households to particular areas of land. Consequently, there is a distortion in this system with 
khokims concerned about the short term and production targets to the detriment of the long- 
term needs and the continued productivity of the land. 
 

2. Dictated Cropping Outputs 
 
16. The Government sets national quotas for cotton and wheat, which are distributed to 
farmers by khokimiyats. Consequently, farmers generally have no choice about what crops to 
sow; nor of rotating crops to optimize effective management of their farmland. Demonstration 
plots conducted under the Ak Altin and Amu Zang loans, supported by some pilot testing 
conducted by Consultative Group on International Agricultural Research (CGIAR),6 seek to test 
the benefits of intercropping and rotation. They are, however, limited in their scope. While Amu 
Zang and Grain Productivity are building on the work done, there is little evidence of replication 
elsewhere in Uzbekistan. The demonstration approach is an example of knowledge 
management development that needs a strategy to disseminate it. 
 

3. Onerous Long-Term Lease Conditions 
 
17. The Government grants leases, usually 50 years, to farmers. Leases are not formally 
auctioned in the sense of farmers openly bidding a price they are prepared to pay for a holding. 
As they are gifts of the Government, there are conditions and expectations attached to the 
leases, one of which is meeting government quotas. One consequence of these conditions is 
that land tenure is not secure. Banks, generally, are unwilling to accept a lease as collateral for 
a loan. ADB has been proactive in encouraging the move from shirkat to dekhan family farms, 
and this was a condition of the Ak Altin and Amu Zang loans. The way this change has been 
made has been to divide a shirkat landholding into economic individual blocks (usually between 
10 and 50 ha) and invite prospective farmers to make a bid in the form of a kind of business 
plan. This process has effectively divided communities between the nonpoor—the farmers 
successful in a bid and thereby securing lease title, and the poor, those who have now become 
laborers because they were either unsuccessful in making a bid or decided not to. They then 
become dependent on farmers and local khokimiyats to supply them with work. 
 

                                                 
6 ADB. 1999. Fourth Agriculture and Natural Resource Research at CGIAR Centers – Developing Sustainable 

Forage Technologies for Resource Poor Upland Farmers in Asia. Manila (RETA 5866, for $1.2 million, approved 
on 14 October). 
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4. Inappropriate Tariffs 

 
18. Tariffs vary from virtually zero in the case of irrigation water to greater than the market 
can bear, e.g., tariffs for machinery and tractor parks funded by the Ak Altin loan. In the case of 
the former, the lack of any charge for water is closely associated with the profligate use of water 
for irrigation purposes. In the distorted market situation governing the production of cotton and 
wheat, any market-based charge for water would have to be synchronized with changes to the 
way in which inputs are charged and outputs are priced, if it is to be enforceable. All ADB 
projects are addressing the issue of tariffs and are developing WUAs to manage and operate 
local water delivery on a self-sustainable basis. Arrears are estimated to be between 
SUM10 million and SUM20 million.7 
 
19. In the case of machinery and tractor parks, ADB covenants require that they operate on 
a commercial basis. ADB procurement rules require that machinery be purchased from member 
countries, which excludes the cheaper Russian equipment obtainable on the open market. 
Russian equipment also has the operating advantage of spare parts being available. 
 

5. Monopoly Suppliers of Inputs 
 
20. Inputs are generally provided by government-owned distributors and are rationed 
according to Ministry of Agriculture and Water Resource norms. The price is controlled. 
Availability of many products has decreased, with the result that the balance of nutrients applied 
on farms is not optimal. The quality of seed is often poor. The whole system is inefficient to the 
detriment of farmers who have no choice over what they receive, whom they receive it from, its 
quality, or its cost. The system would benefit from being made more efficient. The Grain 
Productivity Project is targeted at improving seed production by strengthening the capacity of 
various research and testing institutions. The Amu Zang Project is taking the most radical step 
by trying to introduce competition into the system. It seeks to provide financing to five privately-
owned agricultural service providers to try to break the existing monopoly of government-owned 
suppliers. 
 

6. Unequal Access to Machinery 
 
21. The availability of farm machinery has been declining since independence. The actual 
rate of replacement of farm machinery is significantly below the required 8–10%. With land 
privatization, farm lots have often become smaller and there is considerable market demand for 
access to small-scale equipment appropriate to small areas (including dekhan blocks). Such 
equipment is scarce because there are no local manufacturers and import dues are heavy. 
 

7. Irrigation Utilities 
 
22. The agricultural system is in a state of decline with too little maintenance and virtually no 
investment other than that provided through foreign funding. There are no incentives for farmers 
to invest in their leased blocks as they have no security of tenure. Dekhan farms, which are 
limited to a maximum of 0.35 ha, have more security of tenure and attract some investment to 
improve them, though local khokimiyat do seem to have the power to rescind a lease. As a 
result, overall land productivity has not grown since 1990 (it declined 16% between 1990 and 
1996 and has since recovered to its former level). All three ADB projects seek to address 

                                                 
7  Third quarterly report, 2005 for TA 3706 (ADB. 2001. Institutional Support for Sustainable Agricultural 

Development. Manila). 
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productivity by concentrating on the areas that were recently state-managed and not on the 
dekhan system. According to ADB’s agriculture sector review and planning report,8 funds for 
maintenance works of major irrigation systems covered between 55% and 66% of requirements. 
No levelling of fields has occurred since 1995. All three agriculture projects9 address the local 
requirements for rehabilitation of irrigation systems, as well as seeking to transfer some of the 
responsibility for operations and maintenance of the tertiary systems to WUAs, which the 
projects will help to establish. Water delivery is to be charged at a market rate. Laser land 
leveling technology will be introduced as part of the Grain Productivity Project. 
 

8. Finance 
 
23. ADB’s agriculture sector review and planning report indicates that access to affordable 
finance is often difficult because of uncertain property rights, poor loan repayment prospects, 
and the limited credit history of farmers. On the other hand, the Central Bank reported that only 
15% of borrowers under ADB’s Small and Microfinance loan10 (which had farmers as a target 
group) were agricultural. Potential borrowers were discouraged by the short repayment terms 
and high rates of interest. Absence of collateral, as farming leases are not accepted, might also 
have restricted borrowing. Both the Amu Zang and the Grain Productivity projects provide credit 
lines to agricultural service providers. The Grain Productivity Project provides a $10.1 million 
credit line to agricultural enterprises with minimum loans of $50,000 and does not target the 
small privatized farmer. Amu Zang provides $3.2 million to service providers, with no limits on 
borrowings, although the loans are likely to be limited to five such providers. Additionally, 
Uzbekistan runs a noncash banking system much like a direct debiting system, though this is 
being reformed from 2005. It requires categories of transaction to be conducted by direct 
debiting to and from bank accounts. Many of the categories relate to payments for agricultural 
produce and inputs. As a consequence, liquidity is a serious problem for farmers. 
 

9. Farm Management 
 
24. As a consequence of the Government’s emphasis on cotton and wheat production, two 
crops dominate the agriculture sector, with 41% of irrigated land planted to cotton and 42% to 
wheat. The lack of rotation and intercropping has resulted in a degradation of land fertility and 
an increase in salination as fodder crops absorb salt from the soil. ADB is seeking solutions to 
these problems through its demonstration projects in all loans. 
 

10. Markets 
 
25. All cotton and 60% of wheat is acquired by government. Just before harvest, the 
government sets the mandatory procurement price. For many years, the price was significantly 
below the world price. Since 2003, when the exchange rate was liberalized, the procurement 
price has approached the world price. Even so, farmers receive only 80% of the value of what 
they sell initially, with the remaining 20% being paid after the cotton is processed (footnote 3). 
                                                 
8 ADB. 2005. Agriculture Sector Review and Planning – Volume 1: Main Report: Current Status and Outlook for the 

Agricultural Sector. Manila. 
9 ADB. 2001. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Ak Altin Agricultural Development. Manila (Loan 1833, for $36 million, approved on 
23 August); ADB. 2003. Report and Recommendation of the President to the Board of Directors on a Proposed 
Loan to the Republic of Uzbekistan for the Grain Productivity Improvement. Manila (Loan 2017, for $26 million, 
approved on 14 November); and ADB. 2003. Report and Recommendation of the President to the Board of 
Directors on a Proposed Loan to the Republic of Uzbekistan for the Amu Zang Irrigation Rehabilitation. Manila 
(Loan 2069, for $73.2 million, approved on 19 December). 

10 ADB. 2002. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Republic of Uzbekistan for the Small and Microfinance Development. Manila (Loan 1963, for $20 million, approved 
on 9 December). 
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Wheat is procured in the same way. The cotton and wheat quotas have been of continuing 
concern to international financial institutions, especially International Monetary Fund and the 
World Bank. ADB has supported their attempts to address this issue.  
 
26. The Government is the market for cotton and wheat, though this was beginning to 
change in 2005. Other crops can be sold for cash to small traders who trade them in local 
bazaars, but prices are low because supply is well in excess of demand. The old markets in the 
Russian Federation are still technically accessible for high-quality products, but an exporter has 
to negotiate unpredictable customs regimes. Markets have not been addressed in any ADB 
project, and this will need to await a change in government attitudes to control, both of 
commodities and of the role of the Customs Department in cross-border trade.  
 
27. Under the old collective system of farming, the only incentive to be productive was fear 
of the consequences of not being so. There were no benefits to be gained from increased 
productivity. The shirkat system did little to improve the situation. The change to the dekhan 
system, which enables individual leaseholders to benefit from world prices for their crops, has 
markedly improved the incentives available for farming. The fact that dekhan farms produce 
60% of agricultural value on only 11% of agricultural land is stark testimony to the importance of 
incentives for agricultural production. ADB has worked with the Government to change the 
incentive structure by privatizing agricultural land and increasing the market basis of the 
agricultural system. While progress has been made, the system still has a long way to go. Open 
markets do not govern either inputs or most production and many constraints prevent farmers 
from gaining access to world markets for their crops. 
 

11. Taxation 
 
28. In 1996, the Government implicitly taxed farm revenues by paying farmers significantly 
less than world prices for cotton and wheat. This was compensated for by hidden subsidies for 
machinery services, fuel and lubricants, irrigation and electricity through noncommercial tariffs, 
and for inputs like fertilizers. With encouragement from international agencies, including ADB, 
this regime has been progressively changing. As prices being paid for cotton and wheat are now 
close to world prices, this implicit taxation now needs to be transferred to profits. The 
Government will also need to reduce the subsidies it is giving to the agriculture sector, as they 
are becoming increasingly unaffordable. These changes will make it possible to price services 
like irrigation commercially and to transfer downstream costs like tertiary maintenance to WUAs. 
This would encourage conservation of water and reduce the strain on water tables producing 
significant environmental benefits. 
 
F. ADB’s Approach and Achievements 
 
29. Agriculture was one of the three sectors targeted for assistance in the 1997 interim 
operational strategy and 15.7% of the total loan program has been in the sector.11 The strategy 
identified two approaches: (i) development of projects, especially pilot projects that demonstrate 
the utility of comprehensive sectoral reform and, where feasible, pilot projects that address 
policy issues at the local level; and (ii) measured support for rural finance institutions in order to 
reduce an important bottleneck to sectoral development. Emphasis was to be given to the 
promotion of small industries and rural financial systems based on savings and credit unions 
(SCUs). Rural finance was regarded as a key to unlocking the way to agricultural reform and 
nonbank financial institutions as a way of mobilizing savings as a primary source of funds. 
 

                                                 
11 Excluding the first loan targeted at agribusiness and the microfinance loan. 
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30. The strategy had the following characteristics: 
(i) It implied a partnership with the Government in which ADB, through its projects, 

would demonstrate best practice both in farm management and in developing an 
overall market for agricultural products (inputs and outputs). There was no 
mention of requiring reform through the application of conditions to loans. 

(ii) The strategy did not mention irrigation. The inference was that projects would be 
directed at improving farming systems at a time when irrigation systems were 
hugely inefficient and consequently imposed their own rationing system on the 
profligate use of irrigation water. Consequently, the crisis in irrigation might oblige 
the Government to undertake tactical reforms. 

(iii) It implied that TA would be directed at the district level of management and 
administration. 

(iv) It targeted horticulture, fruit, and livestock because of the demonstration effect 
that reforms in these areas would have. 

(v) It was assumed that rural finance would pump-prime emerging industries, 
including farms, through local SCUs. 

 
31. No objectives were set for the program. No priorities for reform were specifically 
mentioned, although issues were discussed. There was no indication of the extent to which the 
agricultural system would be changed within certain periods. Hence, it is not possible to 
evaluate, for example, whether or not the program invested enough to meet the objectives 
specified. It is also not possible to evaluate whether the proposed reforms were the best way of 
achieving the objectives specified. For example, was removing cotton and wheat quotas (while 
not addressing the government’s monopoly position in the supply of inputs and the purchase of 
outputs) more important than addressing the operating environment in which water is provided 
virtually free (which has led to massive land degradation and serious downstream 
consequences as the Syr and Amu Darya rivers drain into the Aral Sea)? 
 
32. No alternatives were examined in the strategy. Examining alternatives enables different 
approaches to be evaluated and for alternatives ranked as low priority to be rejected. For 
example, a strategy statement that investments would not be directed at irrigation infrastructure 
would make it more difficult later to design such a project. 
 
33. The strategy remained unaltered until the country strategy and program update (CSPU), 
2005–2006, which called for projects (i) to support government reform initiatives and demonstrate 
the efficacy of reforms; and (ii) to arrest deterioration in rural living standards through sustainable 
rehabilitation of agriculture and water infrastructure, and through land improvement. 
 
34. ADB’s first intervention in Uzbekistan12 was targeted at the agribusiness industry and 
sought to inject funds into a finance-strapped part of the economy. The loan conditions (by 
default rather than through intent) limited loans to large commercial enterprises and provided 
questionable benefit to the system as a whole. There was no revolving fund and there were no 
procurement contracts. The 28 borrowers were required to bear the foreign exchange risk in a 
period when the sum devalued swiftly. This intervention is discussed in Appendix 6. 
 
35. The crisis in irrigation produced two projects dominated by irrigation rehabilitation, Ak 
Altin and Amu Zang. Farm management accounted for 2% of Ak Altin expenditure (excluding 

                                                 
12 ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Uzbekistan for the Rural Enterprise Development. Manila (Loan 1504, for $50 million, approved on 
17 December). 
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project implementation) and 0.3% in Amu Zang. In Ak Altin, an associated advisory TA13 helped 
establish WUAs and rural business advisory centers (RBAC) and provided farm management 
advice to five demonstration plots. In Amu Zang, the attached advisory TA14 was targeted at 
developing capacity, particularly for policy development, in the new river basin agencies. 
Consequently, there was little pilot testing in these two projects, although local procurement was 
addressed in Ak Altin and water tariffs are being addressed in Amu Zang. In the Grain 
Productivity Project, 5% of component lending was targeted at extension services and 
components dedicated to testing and improving seed varieties, both of which closely follow the 
strategy. The attached advisory TA15 was targeted at establishing agricultural service centers on 
a commercial footing. This was consistent both with the objective of piloting reform ideas and of 
supporting new entrants in an underdeveloped agricultural supply market. However, it was not 
consistent with Amu Zang, where new entrants had no such assistance. 
 
36. There were no interventions in microfinance and credit unions until 2000, when a project 
preparatory TA16 was designed to develop a legal and regulatory framework to govern SCUs 
and to design a project. This was followed by a small TA project17 in conjunction with the United 
States Agency for International Development (USAID) to pilot test three credit unions. Both TA 
projects were major successes and led to the drafting and promulgation of the workable Law on 
Credit Unions in April 2002 and the Central Bank of Uzbekistan issuing by-laws and rules and 
regulations for the supervision of SCUs. 
 
37. This successful work placed ADB as lead agency in and principal adviser to the 
Government on the SCU and microfinance subsector in Uzbekistan. It is generally 
acknowledged that, had ADB not targeted SCUs and used its funding and considerable political 
skills to promote them, SCUs would not have reached the stage of development they have. The 
sector has expanded and a number of other agencies have entered the field. USAID is now the 
lead donor and principal adviser in association with the World Council of Credit Unions 
(WOCCU), the consultants that implemented ADB’s first two TA projects. WOCCU is providing 
management advice, training and accreditation of staff, and supervision services to 15 SCUs 
and to the Financial Sector Development Agency of the Central Bank. ADB’s decision not to 
employ WOCCU18 in subsequent work has meant that ADB no longer has the position of 
influence with the Central Bank on microfinance it once had. 
 
38. A number of other organizations, including the United Nations Development Programme 
(UNDP) have been active in microfinance. In 2002, the European Bank for Reconstruction and 
Development (EBRD) approved a $20 million credit line for micro and small enterprises to be 
channeled through six banks. It was largely targeted at cash traders. The Japan Europe 
Cooperation Fund provided $5 million of TA to strengthen the institutional capacities of the 
commercial banks participating in the scheme.  
 

                                                 
13 ADB. 2001. Technical Assistance to the Republic of Uzbekistan for Institutional Support for Sustainable Agricultural 

Development. Manila (TA 3706, for $600,000, approved on 23 August). 
14 ADB. 2003. Technical Assistance to the Republic of Uzbekistan for Support to Policy and Institutional Reforms in 

Water Sector. Manila (TA 4302, for $500,000, approved on 19 December). 
15 ADB. 2003. Technical Assistance to the Republic of Uzbekistan for Furthering Policy Reform in the Food Grain 

Subsector. Manila (TA 4217, for $400,000, approved on 14 November). 
16 ADB. 1999. Technical Assistance to the Republic of Uzbekistan for Rural Savings and Credit Union Development 

Project. Manila (TA 3254, for $596,000, approved on 9 September). 
17 ADB. 2001. Technical Assistance to the Republic of Uzbekistan for Pilot Testing of Rural Savings and Credit 

Unions. Manila (TA 3635, for $150,000, approved on 5 March). 
18 ADB maintains that WOCCU submitted an expression of interest after the closing date for such submissions. 

However, submission of an expression of interest is not a mandatory requirement for a consultant to be included in 
a short list. 
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39. ADB has supported nongovernment organizations to develop a microcredit capacity 
through two small grants19 to the Bukhara and Tashkent Business Women’s Association (BWA). 
In Tashkent, this project helped the BWA develop a branch network by extending training to 
areas where the association was trying to establish a capacity. It also provided training in 
managing finance and starting a business. It led to the establishment of a credit union and to the 
creation of 166 new business ventures.  
 
40. A Japan Fund for Poverty Reduction grant in Karakalpakstan20 also targeted credit unions, 
including the BWA. It did not, however, build on the work that had been completed so effectively in 
Tashkent by assisting the local association to build up its capacity toward establishing an SCU. It 
channeled funds to three local nongovernment organizations, including $140,000 to the BWA. The 
BWA cannot meet demand—the funds have completed one cycle and been lent out a second 
time. Approximately 2,000 loans have been made at a monthly interest rate of 6%. This is in 
marked contrast to the Microfinance Project, where there have been no drawings on its 
subordinated loan facility for SCUs. The difference between the grant and the Microfinance 
Project is that in the grant there are no intermediaries and finance is obtained directly from the 
project implementation units. The mechanism is simple and the poor and women do gain access 
to the facility. 
 
41. When developing new financial products, good market research is important. ADB’s 
research led to the following conditions being attached to the Microfinance Project: 

(i) SCUs were restricted to loans with a duration of 6 months (the market norm is 
now for periods of up to a year). 

(ii) If they borrow from the ADB facility, SCUs sacrifice some independence as ADB 
conditions require that they be supervised by the Ministry of Finance. 

(iii) SCUs are largely working with small commercial interests and their loans tend to 
be in the $100–$500 range. This means they do not reach the poor, women, and 
low-income households targeted in the objectives of the loan. 

 
42. An apex association could supply training, advocacy, standards, benchmarking, and a 
number of other services to support sustainability. A proposal has been made to establish an 
SCU development association, which could provide the management training SCUs require and 
could also represent the interests of SCUs to the Government. ADB21 seemed to envisage it in 
the business of self-regulation of the industry and rightly thought it too early to be promoting 
that. ADB assumed that a national association of credit unions would be formed on a voluntary 
basis once there was a critical mass of SCUs, although this seems to ignore the useful role that 
such an apex organization could do in developing a new industry. 
 
G. Policy Dialogue 
 
43. Policy dialogue has been an important part of the agriculture program, although the 
strategy outlined in the CSPU was silent on specific priorities. ADB has worked with the World 
Bank and the International Monetary Fund to promote policy reform in land privatization, the 
removal of cotton and wheat quotas, and the regulation of SCUs. Progress has been 
considerable. Production quotas for cotton and wheat have been reduced in Ak Altin, although 
the reduction had little impact on the crops sown, for a number of reasons including the way 
inputs are distributed. Nationally, a 2003 Presidential decree signaled the abolition of quotas. 
                                                 
19 ADB. 1999. Technical Assistance for Gender and Development Initiatives. Manila. (RETA 5889, for $850,000, 

approved on 23 December). Grants of $23,343 and $20,000 were made to the Bukhara and Tashkent BWAs. 
20  ADB. 2001. Supporting Innovative Poverty Reduction in Karakalpakstan (Grant 9010, for $2.54 million, approved 

on 25 October). 
21 ADB. 2002. Letter to USAID on WOCCU Proposal on USAID’s Proposed Technical Assistance. 
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Cotton and wheat prices have been increased to approximate parity with international prices, 
which will put pressure on the Government’s ability to maintain present levels of subsidy on 
inputs and other consumables. A 2002 resolution permits the private sector to purchase cotton, 
but this change is still in its infancy. Shirkat farms are being disbanded and 92% of Ak Altin had 
been privatized by the end of 2003. A 2002 Law on Credit Unions was supported by ADB 
assistance to the Central Bank. 
 
44. The agricultural changes have come at a cost, not least of which in delays to project 
implementation. They have also led to inconsistency in approach, as the country operational 
strategy seemed to envisage patient persuasion through exposure to best practice rather than 
strict conditionalities attached to a loan. The imposition of such conditionalities by ADB sits 
uneasily with the notion of partnership with the Government. Whether or not the strict 
conditionalities hastened the reduction in production quotas or the privatization of land is open 
to question, there is evidence that the Government was moving in these directions anyway, in 
part because of the economic state of the shirkat system.  
 
H. Assessment of Sector Strategy 
 
45. It is hard to stimulate reform in Uzbekistan and agriculture is a particularly difficult area. 
Vested interests are extensive as inputs and outlets for cotton and wheat are all under 
monopoly control. The khokimiyats are part of this system and act to protect their interests. 
Crucial to the system is control of farmers, exercised through the noncash nature of 
transactions, access to bank accounts, and control over the exercise of leases. Reducing the 
value of these interests without some compensation is likely to elicit resistance. Reform, 
consequently, must be regarded as difficult to achieve. Change is unpredictable and can be 
initiated at many different levels of government. Consequently, any sector program and 
individual projects need to be able to adjust to unexpected changes.  
 
46. Given the environment in Uzbekistan, the agricultural sector strategy adopted was 
sensible. However, it did not make clear the alternatives that had been considered and assigned 
a low priority or been rejected and, as a consequence, had not been followed.22 The case for 
emphasis on farm management in a stressed irrigation environment was not made sufficiently 
strongly and might not have been intended. The success in piloting reductions in production 
quotas is still at an early phase. An ultimate measure of success will be the pace and extent to 
which these experiments are scaled up across the sector. Horticulture was assessed as an area 
of potential strategic interest. Given that it is not governed by specific government regulations, 
there might have been a strong case for concentrating on horticulture as a pilot area to 
demonstrate the case for reform. Why it was not chosen should have been discussed in the 
strategy. The case for irrigation seemed to have been excluded in the strategy, but its 
rehabilitation now is a significant driving force of the program. 
 
47. It is not possible to assess the efficacy of a strategy which, in general, was not followed. 
ADB does not have a loan instrument packaged for developing pilot projects. Perhaps, as a 
result, pilot projects have not featured prominently in the program. 
 
48. The strategy was also silent on a geographic focus. The areas targeted, assuming the 
projects are able to achieve their objectives, include significant pockets of poverty. It is doubtful, 
though, that they are the poorest areas in Uzbekistan. The Government has been uncertain of 
the advantages of developing detailed information about poverty in Uzbekistan. As a 

                                                 
22 It should be recognized that this is a systemic weakness of all ADB CSPs, not a particular weakness of the 

Uzbekistan CSP. 
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consequence, there was no access to reliable data about poverty when the CSP was 
developed. Nevertheless, in terms of concentration of activity in one area, the question needs to 
be asked why the Grain Productivity Project could not have targeted an area like Ak Altin, where 
ADB was already active, instead of Kuyi-Chirchik in the neighboring Tashkent oblast. In reality, 
Uzbekistan’s sector priorities have driven the program rather than it being a synthesis of these 
sector priorities and ADB’s own strategic priorities. 
 
49. It is too early in the implementation of the program to assess its effectiveness. However, 
there is justification for some concern that, in Ak Altin, the farm management issues are 
extremely complex and need considerably more attention if profitable farms and viable utilities 
and input providers are to be established and sustained. The whole question of water 
management requires critical and long-term attention, and it is questionable whether ADB’s 
support will be sufficient to ensure its sustainability. 
 
50. In microfinance, there are doubts that the Microfinance Project provides access to the 
poor or, in the micro and small enterprise component, effectively targets the agriculture sector. To 
ensure the sector manages its financial responsibilities effectively, flexibility to respond to swiftly 
changing market trends might be as important for a sustainable loan as the financial controls 
imposed to ensure that the sector managed its financial responsibilities effectively.  
 
51. Figure A8.2 indicates that the relevance of the agriculture program to the Government 
priorities is good, but efficacy not ranked as highly because of the apparently insufficient funding 
and time directed at a whole range of farm-management issues. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure A8.2: Relevance and Efficacy of Loans to the 
Agriculture and Irrigation Sector
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satisfactory and excellent. 
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52. Table A8.2 applies a set of criteria retrospectively which could be used to screen 
proposed projects. It shows that the loan projects in the agriculture sector meet such criteria. 
 

Table A8.2: Criteria for Selecting Development Investment Quality Projects 

Criteria L1833 L2017 L2069 L1963
Fits Strategic Positioning 
• Positions ADB effectively as trusted advisor to influence change 

   
 

 

• Capitalizes and advances previous work     
• Leverages off and builds comparative advantages     
• Contributes to sustaining sector or thematic leadership     

Relevant  
• Fits within the Government’s expressed sector priorities 

 
 

 
 

 
 

 

• Clearly articulated to ADB’s objectives     
• Consistent with sector strategy      
• Addresses a significant development constraint      
• Deals with issues where access to best practice adds value     

Resourcing  
• Amount and balance of loan and TA sufficient to make required 

contribution to the desired sector objectives 

 
 

 
 

 
 

 
 

• Amount and balance of loan and TA sufficient to sustain ADB 
sector and thematic leadership  

    

Acceptable Risk  
• Allows progressive knowledge accumulation to modify approach 

 
 

 
 

 
 

 

• Provides continuous opportunities to confirm Government 
commitment  

    

• Clearly quantifies the market demand for the outputs      
• Deals as directly as possible with the end beneficiaries     
• Contains consensus about objectives and changes needed to 

meet them 
    

• Does not require continuing additional resources after 
completion for sustainability  

    

• Timing not overly ambitious     
• Realistically addresses constraints     

Results focused  
• Establishes realistic measurable objectives 

  
 

 
 

 
 

Manageability 
• Fits within resident mission’s present or proposed capacity 

 
 

 
 

 
 

 
 

• ADB has technical expertise to exercise quality control over 
inputs 

    

• Not vulnerable to reasonable staff turnover     

ADB = Asian Development Bank, TA = technical assistance. 
Source: Operations Evaluation Mission. 
 
I. Lessons for Future Strategy 
 
53. The lessons learned from ADB operations in the agriculture sector and suggestions for 
the future are listed below. 
 

1. Strategy 
 
54. No measurable objectives were set for the strategy, nor were key success factors 
identified. The absence of such objectives meant that there was little relationship between the 



  Appendix 8       119

size of program and its objectives and no means of assessing how realistic it was. The failure to 
finance fully the needs of the Central Bank to establish an effective supervisory and regulatory 
unit for SCUs is an example of a case where the size of the financing allocated bore little 
relationship to the needs of the program. The absence of key success factors also meant that 
monitoring of the program was difficult because the progress of these indicators could not 
simply be brought to the attention of senior management.  
 
55. Strategy alternatives, particularly at sector level, should have been evaluated and 
prioritized. Low priorities should have received no further consideration during the 
implementation of the program.  
 
56. Approach should be a strategic consideration. ADB’s broad approach of careful 
positioning and development and reform through exposure of government to best practice is a 
good one. Its consistent application in agriculture sector interventions is less clear. 
 
57. The strategy has not had a geographic focus, which restricted the synergies that could 
be developed between projects. 
 
58. The strategy should have examined alternatives more extensively, especially the case 
for or against concentrating on unregulated private sector livestock, horticulture, and fruit 
production. 
 
59. The strategy of targeting the establishment of fair market prices for farm produce has 
been effective. It has placed pressure on Government to reduce subsidies as its margins as a 
monopoly buyer of farm produce are reduced. Consequently, the Government has fewer options 
for supporting input subsidies. Management of irrigated water, however, still requires further 
attention if irrigation suppliers are to become sustainable and farming systems are to use water 
more efficiently. 
 

2. Implementation 
 
60. The complexities and market requirements of introducing tariffs for water and charges 
for services were underestimated. Consequently, there was no broad-based program to address 
constraints, to prepare the market for the proposed charges, and to prepare management to 
plan the development and progressive implementation of a tariff regime. Such changes also 
depend on tracking the restrictive issue of production quotas, the lack of price incentives, and 
their impact on farm management decision making. 
 
61. Regional TA projects have not been incorporated effectively into ongoing sector 
development programs. The regional TA on improving upland farming in Central Asia, for 
example, produced useful research, but conventional methods of disseminating research 
through scientific journals, seminars, and English-language websites are not targeted enough to 
transform this information into practice in countries like Uzbekistan. Linking the Uzbekistan 
agricultural research institutes to the farmer will present a similar challenge for the Grain 
Productivity Project. 
 
62. Market research should be a precondition of any finance intervention. Market research 
would have revealed the difficulties of borrowing without collateral in the rural sector. It should 
have resulted in a more product-oriented approach to microfinance. 
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3. Other 
 
63. Internal consistency needs to be monitored within sectors. 

(i) The funding of service providers differed from project to project. In Ak Altin, a 
government-owned machinery and tractor park was funded directly. In Amu 
Zang, finance was provided to potential investors to introduce competition with 
government-owned providers, including machinery parks. In the Grain 
Productivity Project, similar finance was provided but through loans of at least 
$100,000. As the same issue has been approached in different ways, the 
effectiveness of each approach needs to be carefully monitored so that the most 
effective method is adopted in future. 

(ii) The attached advisory TA for Ak Altin supported the development of WUAs, 
RBACs and development plots, while in Amu Zang these organizations received 
no such assistance. In the Grain Productivity Project, attached advisory TA was 
targeted at establishing agricultural service centers. In Amu Zang, agricultural 
service providers had access to finance but not to grant assistance. 

(iii) Consistency across ADB’s operations warrants attention. For example, 
$1.45 million advisory TA was provided to the National Bank of Cambodia to 
assist it to develop a supervisory capacity for SCUs. In Uzbekistan, $400,000 
was provided. The Cambodian grant was insufficient to establish a satisfactory 
level of competence. The Uzbekistan grant was also not sufficient.  

(iv) The agriculture program has financed significant training targeted at WUAs, 
RBACs, service providers, and SCUs, but in an ad hoc fashion. Where capacity 
building and training are required, an apex organization should be considered. It 
could be used as a repository for such work and financed out of a levy on 
membership and could charge for services like training. Alternatively, sector-
specific management training units could be established in universities. 

(v) Public affairs communication is an area of neglect in ADB projects. If more 
attention were paid to promoting findings, initiatives, and achieved reforms, there 
would be a number of benefits including greater transparency and involvement 
by farmers and more likelihood that civil society would put pressure on local 
governments to reform.  
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EDUCATION SECTOR 
 
A. Uzbekistan Context 
 
1. Basic education starts at age 6 or 7 and takes a pupil up to grade 9 with additional 
2 years of high school in grades 10 and 11. There are over 9,700 basic education schools. 
Senior secondary education covers grades 10 to 12 and is divided into 897 professional 
colleges and 47 academic lyceums. By 2010, compulsory education will extend to year 12. 
Education is delivered by two separate ministries: the Ministry of Public Education (MOPE) and 
the Center for Senior Secondary Education in the Ministry of Higher and Senior Secondary 
Education. Education has been a government priority since 1992. Education expenditures 
accounted for 9.5% of the gross domestic product, which is high by international standards. 
Public expenditure on education targeted at the poor increased in real terms by 150% from 
1997 to 2002. 
 
2. In 1997, a National Program for Personnel Training (NPPT) began. The reform program 
had three stages: 1997–2001, 2001–2005, and post-2005. Since 2004, the Government has 
accelerated its reform program in basic education, which had been underfunded relative to 
higher levels. This program was followed by the National Program for School Education 
Development (NPSED) 2004–2009. 
 
3. In 1996, the education sector in Uzbekistan was in a state of impending crisis, like those 
in many former Soviet Union republics. The Government had the will, but not the resources to 
address the many problems. Apart from the many problems in the basic and secondary systems 
described below, the provision of textbooks was in a parlous state, with the Government unable 
to supply the requisite number of books. A policy decision was made, influenced by the Asian 
Development Bank’s (ADB’s) experience in Viet Nam that parents would purchase the books, 
with provisions made to provide for the 15% of students regarded as seriously poor. The state 
publishing system had no capacity to test market demand, as it was rooted in Soviet supply 
principles, so it decided to take a cautious approach by printing about 10% of its needs. An 
immediate consequence was that a black market for textbooks emerged, with up to 300% of the 
retail value being charged. Rural areas, in particular, found that they had a serious undersupply. 
One immediate repercussion was that school attendance declined precipitously. Under these 
circumstances, decisive action was required to protect the reputation and credibility of the 
education system. It was this crisis that was the main driver for ADB’s strategy in education. 
 
B. Asian Development Bank’s Education Policy 
 
4. ADB’s vision for education sets a measurable goal, which can then be used to determine 
the priority for educational investments in its sector programs. The policy takes as its starting 
point the 1990 World Conference on Education for All’s declaration that every person should be 
able to benefit from education sufficient for them to survive, to develop their full capacities, to 
live and work with dignity, to participate fully in development, to improve the quality of their lives, 
to be able to make informed decisions, and to continue to learn. It leads directly to ADB’s vision 
for education that “all children and adults will have equitable access to education of sufficient 
quality to empower them to break the poverty cycle, to improve their quality of life, and to 
participate effectively in national development.” It emphasizes quality and access. 
 
5. Two lessons learned from ADB’s general experience in education programs are relevant 
to this country assistance program evaluation (CAPE). 

(i) Support for the education sector has not always paid sufficient attention to 
lending within a carefully developed country education sector policy framework. 
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As a consequence, much of ADB’s investment has been project-focused, with 
relatively little attention paid to sector policy reforms to improve equity, efficiency, 
finance, and quality. This, coupled with a tendency for ADB support to be spread 
across a range of subsectors rather than concentrating on priority subsectors for 
a sustained period of time, may well have diminished the impact of ADB’s 
assistance. 

(ii) ADB has increasingly begun to recognize that education development must be 
based on sector reform, guided by clear policy goals and strategies. However, 
the pattern of lending modalities does not always reflect this awareness. 

 
6. The policy has three principal priorities: reducing poverty, enhancing the status of 
women, and facilitating economic growth. Subsidiary priorities include: 

(i) increasing equity, access, and retention; 
(ii) improving quality at all levels; 
(iii) strengthening management, governance, and efficiency with emphasis on 

greater stakeholder participation; and 
(iv) strengthening collaboration with partners and beneficiaries. 

 
C. Rationale for Investing in Education in Transition Economies 
 
7. A regional technical assistance (TA) project targeting education in Central Asian 
republics set out the rationale for investing in education:1 

(i) The economic rationale is the need to improve skills, increase adaptability to 
changing labor markets, and hence to improve the education system’s 
contribution to the economy. The goal is to adapt the education system by 
teaching skills necessary for the transition to a market economy and to provide 
qualified personnel for emerging economic sectors; and 

(ii) The social rationale is the need to create a common sense of citizenship and a 
general acceptance of obligations, responsibilities, and rights. Education systems 
consolidate social cohesion and political stability, in particular by disseminating 
values of tolerance and peace. 

 
8. The focus of a program should be on quality enhancement and not on system 
expansion. Quality involves developing new curricula, introducing modern textbooks and 
teaching materials, retraining teachers in subject content and teaching methodologies, and 
strengthening student assessment systems. Priorities in education governance include the need 
to improve the distribution of financial resources; decentralize management; promote 
community and parental participation; encourage private education; improve information 
systems; and strengthen institutional capacities in policy formulation, sector planning, and 
management. 
 
9. ADB had considerable success in conducting effective and sustainable education 
assistance to transitional economies. A key to success has been stability at the top of the 
Ministry of Education, with leaders committed to developing the education system in a planned 
and coherent way, within a framework of what the government can afford. ADB has mirrored 
this stability with specialist advice being available on a continuous and consistent basis from 
one trusted educationalist, who also enjoyed the confidence of the responsible ADB project 
officers. ADB was acknowledged as the leader in the sector and developing member country 
(DMC) governments ensured that ADB took the donor leadership role.  

                                                 
1 ADB. 2000. Technical Assistance for Subregional Cooperation in Managing Education Reform. Manila (RETA 

5946, for $750,000, approved on 20 October). 
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D. ADB’s Program in Uzbekistan Education System 
 
10. Education was one of the three sectors targeted for assistance in the 1996 interim 
operational strategy, and it has been a mainstay of the strategy. Table A9.1 shows ADB’s 
program in the education sector. The four loans totaling $230.5 million comprised 26.8% of the 
overall program. The $1.35 million of project preparatory TA accounted for 12.7% of the total 
and advisory TA ($2.7 million), 14.0% of the totals. The small amount of project preparatory TA 
funding allocated to education suggests that either education projects are simple to design or 
that the strategy underestimated the value of preparation in terms of positioning a project 
appropriately in an agency and maintaining continuity of advice.  
 

Table A9.1: ADB’s Education Investment Program in Uzbekistan Education Sector 
Mode Number Approval Title Loan 

Amount 
($ million) 

TA 
Amount 

(‘000) 
      
PPTA 2692 Nov 1996 Basic Education Rehabilitation and Management  100 
Loan 1594/95 Dec 1997 Basic Education Textbook Development 40   
ADTA 2947 Dec 1997 Monitoring the Implementation of Education Reform  900 
ADTA 2948 Dec 1997 Capacity Building in Education Finance  500 
PPTA 3187 Apr 1999 Basic Education Staff Development  350 
PPTA 3188 Apr 1999 Secondary Specialized and Professional Education  150 
ADTA 3286 Oct 1999 Capacity Building of the Center for Senior Secondary 

Education 
 150 

ADTA 3368 Dec 1999 Assessment of Regional and School Management 
Structure and Capacity for Senior Secondary 
Education 

 150 

Loan 1737 Feb 2000 Senior Secondary Education 57  
ADTA 3399 Feb 2000 Interim Review of Senior Secondary Education 

System 
 1,100 

RETA 5946 Oct 2000 Subregional Cooperation in Managing Educational 
Reform 

 750 

Loan 1960/61 Dec 2002 Education Sector Development Program (program 
and project loans) 

108.5   

PPTA 4089 Mar 2003 Second Textbook Development  150 
RETA 6124 Oct 2003 The ADB-OSI Central Asia Education Cooperation 

Network 
 200 

Loan 2093 Sep 2004 Second Textbook Development 25   
PPTA 4495 Dec 2004 Information and Communication Technology in Basic 

Education 
 600 

  Total  230.5 5,100 
      

ADB = Asian Development Bank, ADTA = advisory technical assistance, OSI = Open Society Institute, PPTA = project 
preparatory technical assistance, RETA = regional technical assistance. 
Source: Operations Evaluation Mission. 

 
11. Although ADB was the lead agency in the education sector, the program did not develop 
an overall strategy of assistance. Such a strategy could have produced a level of stability in 
terms of priorities and approach in a government environment where the occupants of senior 
posts frequently change and, within ADB, where Management may not be fully aware of the 
strategy being adopted if it is undocumented. A medium-term strategy could have been 
assessed and agreed directly by senior officials from Uzbekistan, who would also have been 
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able to indicate whether or not the strategy met their needs, and if it did not, what actions 
needed to be taken. 
 
E. Major Issues Confronting the Uzbekistan Education Sector 
 
12. Figure A9.1 presents a problem tree for the education sector, taken from the reports and 
recommendation of the President (RRPs) and TA papers. The following discussion follows the 
numbering in the figure: 
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Figure A9.1: Education Problem Analysis 
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1. Finance 
 
13. The Government’s budget is very limited. Although funding for the education sector is 
relatively generous, it is insufficient to meet all the needs with the result that teacher salaries 
remain low, school maintenance programs are neglected, equipment and libraries are 
inadequate, and teacher support systems are insufficient. An indication of the insufficiency of 
finance is the NPPT’s projected capital investment cost of $3 billion by 2005 for the expansion 
of the senior secondary education system (a target which had to be extended to 2009). 
 
14. ADB has produced a frank report on financing requirements with a set of well targeted 
recommendations. However, some recommendations, like those on private education, 
misunderstood the political environment and made the report more difficult for the Government 
to accept. Optimizing resource utilization based on the Government’s priorities remains a 
challenge. It will have to consider delegating a level of financial responsibility to the school level. 
 

2. Textbook Production 
 
15. Lack of financial resources seriously hampered the printing and publishing industry’s 
capacity to produce interesting and durable textbooks. Desktop publishing equipment was 
primitive, printing equipment was archaic, and the industry did not have access to high-quality 
paper, which it had to source from countries outside the Soviet Union. These problems were, 
and continue to be, addressed by the First Textbook Project,2 which, with some teething 
problems over questions like exchange risk, has provided a revolving fund for publishers and 
printers to enable them to gain access to foreign exchange and purchase equipment and paper. 
 
16. Just before the First Textbook Project, the state publisher, GosComIzdat, subcontracted 
some publishing to two other publishers and printing to a number of printing houses. Essentially, 
there was no competition in either industry. This did not affect price which was determined by 
the Government. Absence of competition did, however, affect efficiency, product quality, 
customer service, and research and development of new textbooks. The First Textbook Project 
had a component designed to introduce competition in the two industries. There are two views 
about the extent to which this has occurred. The more pessimistic view is that, although there 
are more publishers and printers now operating and a process has been introduced requiring 
each publisher to present a proposal in its bid, in reality the competition is a fiction. The more 
benign view, preferred by this evaluation, is that the First Textbook Project took the first steps to 
introducing a competitive market for textbooks. 
 
17. The market for English language textbooks is open and there are two publishers 
currently competing in it. One, Macmillan, is supporting teacher development through the British 
Council. There are sound commercial principles in this policy. If the teachers are trained with 
reference to a Macmillan textbook, they are more likely to choose it for their own teaching. 
Macmillan funds in-service training for English teachers and gives a government-approved 
certificate at the end of each course. Macmillan subsidizes poor areas by helping teachers with 
teaching materials. For government, these arrangements have the added benefit of voluntarily 
transferring some of the cost of in-service training to a publisher, and thence presumably to the 
users, these costs, in part, being recovered through sales. 
 

                                                 
2 ADB. 1997. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the 

Republic of Uzbekistan for Basic Education Textbook Development. Manila (Loan 1594/1595, for $40 million, 
approved on 17 December). 
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18. Textbooks in Uzbekistan have generally been written by curriculum experts rather than 
practicing teachers, which has meant that they have had a tendency to be too thorough on 
content and to be written for the academically gifted rather than the average student. 
Addressing a lack of trained authors is a long-term process. The First Textbook Project has 
begun the process of identifying and commissioning new authors and the Senior Secondary 
Education Project has also taken some steps in this regard. 
 
19. Schools place their orders, and books are distributed through the regional education 
administration system, which is a monopoly distributor. Many schools experience shortages of 
textbooks, although the Senior Secondary Education Project has begun to develop an improved 
distribution system for its schools.  
 
20. There are at least two views about shortages of textbooks in schools. In education 
administration centers, there is a belief that shortages of textbooks are rare and that the system 
is now satisfactory. This view is not shared by schools and parents, especially those in rural 
areas. In a small survey of basic school directors, about 50% (all in rural areas) reported that 
their schools experienced shortages of textbooks. Just over 20% of orders were not delivered. 
Shortages were reported by 41% teachers (many of whom reported shortages in schools where 
the principals had said there were none). Teachers also reported that, on average, 31% of 
students lacked textbooks, with a high of 80% being reported by one rural school teacher. The 
situation would have been considerably worse without ADB’s First Textbook Project. The 
Second Textbook Project will address the grades in the basic school system that were not 
addressed by the first loan. 
 

3. Schools 
 
21. The Ministry of Education has identified about 5,000 schools that are beyond repair. 
Consolidation of schools has yet to be addressed and will inevitably have negative political 
repercussions in the localities where schools are closed. There will probably be teacher 
redundancies. Few basic and senior secondary schools are well equipped, although the 
situation is better in urban center. Teachers have little access to additional information with 
which to supplement textbooks and make their lessons more interesting. The importance of 
information and communication technology in this regard can be illustrated from a small town in 
Karakalpakstan. A school in the old part of town received 10 pentium computers from the MOPE 
loaded with Olympiada software. Students in grade 8 and above have access to these 
computers and 65% of students are now familiar with the software. The children of wealthier 
households living in the new town are now enrolled in the school, preferring to walk about 5 
kilometers so they can have access to these computers. 
 
22. ADB’s Senior Secondary Education Project has started to address the lack of trade 
equipment in vocational schools and computer and science equipment in lyceums by providing 
equipment for 42 of the 897 vocational schools and 3 of the 47 lyceums. Model schools have 
included agriculture, construction, automobiles, aviation, sewing, and hotels. Concurrently, the 
Japan Bank for International Cooperation has a program of similar size that provides equipment 
for 50 schools, predominantly in agricultural areas. A Japan International Cooperation Agency 
project supports a further 9, one specializing in health. 
 
23. School classrooms, teacher common rooms, sports rooms, wash rooms, and other 
physical amenities all suffer from disrepair. Given financial constraints if enough schools are to 
be brought to a satisfactory physical state, there will have to be consolidation and this is being 
examined by the Government. ADB’s Education Sector Development Program (ESDP) will start 
to address this issue by upgrading 500 schools in poor areas. 
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4. Teachers 

 
24. There has been a significant outflow of teachers since independence. Many returned to 
the Russian Federation and, more recently, others have left teaching for better salaries in the 
private sector. The loss has particularly affected the teaching of mathematics and science 
subjects. There was little planning for such an eventuality, and there is little mobility in the 
system. Most teachers, many of whom are women, are not prepared to work outside their own 
domestic locations, a situation exacerbated by the high proportion of female teachers in the 
system. 
 
25. One of the conditions of ESDP was that there should be workload increases for teachers 
to at least 20 hours, and this is being piloted in a few districts. In many schools, however, class 
sizes are in the range of 30–40. Increasing class sizes is likely to be addressed when schools 
are consolidated. This reform will have to be accompanied by redeploying and retrenching 
surplus teachers. About 66,000 primary teachers are underqualified. Upgrading will be done by 
correspondence courses. All teachers will need to be retrained so they can master the new 
curricula and to gain experience in modern teaching methods. 
 
26. According to the ESDP, most methodologists and principals cannot effectively play their 
teacher support role, as they have not mastered new subject content and have not been 
exposed to new methods of teaching. In a survey, however, 88% of teachers believed that they 
received adequate support from their local education office. A new system for training of district 
staff that clearly demarcates responsibilities by position is needed to restore the school 
inspection system and improve teacher support. A condition of ESDP is that school inspection 
and supervision systems should be reoriented toward teaching support and that teaching should 
be assessed on the basis of outcomes and achievements. A key requirement for changing 
teaching methods is that development must be continuous. The present approach to in-service 
training with one-off sessions is not likely to be fully effective because the new approach needs 
to be continuously reinforced with a real appreciation of how it extends down to students.  
 
27. Teachers are poorly paid though Presidential Resolution 227 of 25 November 2005 is 
designed to address this matter. Many people with marketable skills or commercial interests 
have been leaving the system. A comprehensive review of the service conditions of education 
staff (including workload, salary, incentives, career development) was included in ESDP. The 
project examines the linking of salaries to performance and training, provision of decent 
promotion opportunities, and incentives for teachers in remote areas. A study has been 
completed but the report not made available. A further study of the budget impact will be 
needed. 
 

5. Teaching Method and Curriculum 
 
28. The education system of the former Soviet Union was a content-based, teacher-oriented 
system targeted at the upper quartiles of ability. Classroom control was also emphasized. Best 
educational practice has moved to a more student-oriented, self-discovery approach. The Basic 
Textbook Project has started to change the teaching methodology, partly through the way in 
which textbooks have been designed and partly through training. The future of the introduction 
of best practice teaching methodologies, however, is not clear.  
 
29. The major weaknesses in the curriculum are its emphasis on content, and the number of 
subjects in the curriculum. In many cases, the content focus of the curriculum has influenced the 
development of textbooks as many authors try to cram all the knowledge they have into a 



 Appendix 9       129

textbook. Curriculum reform has barely been addressed. One reason for this was the delayed 
start to the Basic Textbook Project, which meant that it was not linked to the work being done by 
government. During the delay, a curriculum review was undertaken by government, but by the 
time the project started, it had been completed and the team had moved on to the syllabus. 
Consequently, it was too late for the project to influence the curriculum review. 
 

6. Student Assessment 
 
30. There is a simple set of equations relating to the assessment system. Teachers assess 
their students based on their own criteria. Teachers have been poorly paid. Teachers 
supplement their incomes by providing private tutoring to the children of wealthier parents. Such 
teachers have a conflict of interest when it comes to assessing these students. There are also 
many parents who believe that ”passes” can be purchased. The Second Textbook Project aims 
to strengthen the basic education policy framework including strengthening the national 
assessment and examination system, although the senior secondary level will still have to be 
addressed. 
 

7. Operational Capacity of Ministry of Public Education 
 
31. Most education officials obtained their experience in the Soviet system. They have had 
little exposure to best practice in education or management and have little experience of 
planning or administration. In the MOPE, for example, there has been no training in policy and 
other analytic techniques, the kind of data required, or how to use data as the basis for analysis. 
There is, however, a solid body of able personnel open to new ideas. The challenge is to give 
them not only exposure to these new ideas but also the opportunity to understand them and to 
work out those that would be beneficial to Uzbekistan. Education and MOPE have been 
innovative and successful in introducing much needed reforms. 
 
32. Introduction of information systems in Uzbekistan has been slow. In 1996, there was 
little reliable information on the education system which meant that planning tended to be ad 
hoc. This is gradually improving, helped by a number of ADB interventions. 
 
33. ESDP has encouraged the Government to produce a comprehensive map of basic and 
senior secondary institutions, which has resulted in a “passport” being provided for each school. 
The analysis is not yet complete, but should form the basis for funding and developing, among 
other things, a school rationalization plan. 
 
34. Decision making in government is concentrated at high levels of government and 
agencies with little delegation of responsibility. Lower level officials are often reluctant to make 
minor decisions without referring them upward. Moreover, ministers can revoke programs that 
are well advanced because they do not agree with them and introduce new resolutions that bear 
little relationship to the broad thrust of educational activities. This is a question of governance 
that only government can address. 
 
F. ADB’s Approach and Achievements 
 
35. ADB’s strategy in the education sector has been to support efforts to improve the 
relevance and quality of education and to enhance national capacities to plan, design, manage, 
and monitor sector reforms. Compulsory education and support for early childhood development 
were targeted. At the outset of the Uzbekistan program, there was an agreement between the 
World Bank, European Bank for Reconstruction and Development (EBRD), and ADB, in which 
the World Bank would take the lead in the health sector, EBRD in the private sector and, ADB in 
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education. This has meant that ADB has been the largest agency in the education sector and 
the principal player in assisting the Government to develop a reform program.  
 
36. ADB has pursued the objective of quality in the sector, despite the absence of a 
comprehensive development plan with clear time-based targets. An education reform strategy, 
the NPPT, was endorsed by parliament in August 1997. Currently, NPSED, 2004–2009, sets 
the priorities for reform. However, quantifiable goals, both intermediate and final and related to 
student outcomes are missing. The ADB education strategy would be more effective and policy 
dialogue facilitated if there was broad agreement about the goals, to which the ADB program of 
assistance could contribute. 
 
37. As in all other sectors, it has been difficult to move the Government from its tried and 
tested practices. ADB initially chose not to impose reform through conditionality but to work with 
the Government, presenting best practices but recognizing that reform would be more likely if 
the Government was convinced that it was setting the agenda. Difficulties with textbook 
distribution meant that the government was prepared to consider alternative ways of meeting 
demand for textbooks. There was also an acceptance that there were advantages in reducing 
the size and content of textbooks and the number of subjects taught. Textbooks also had a 
major procurement feature and that made borrowing attractive. The quality of textbooks 
significantly affects quality in any education sector. 
 
38. As regard curriculum and teaching methods, part of ADB’s approach has been to expose 
officials to best practice overseas with a view to changing the internal climate for change. The 
relationship between a more interactive approach presupposed in the new textbook design and 
curriculum and improvements to teaching method has presented a further impetus for reform of 
these areas. As a result, both curriculum change and in-service training is addressed in the 
NPSED. 
 
39. One of the major reasons for ADB’s effectiveness was the relationship that had been 
established with key officials in basic education. Consistency with effective educational 
programs was maintained, and a relationship of trust was established in basic education 
through the textbook project. However, the proposed ESDP loan became embroiled in broader 
issues which have compromised the potential of the whole program. 
 
40. The educational strategy in Uzbekistan has evolved and its focus is becoming clearer. 
The basic approach of engaging in a continuing dialogue with government, exposing officials to 
best practice and pursuing opportunities as they emerge was, however, never specified or 
agreed with ADB Management. As a result, there may not have been a common understanding 
of the strategy across decision-making levels in ADB. 
 
41. The conditionalities attached to the ESDP had negative consequence for ADB’s education 
strategy. The project preparatory TA associated with this loan was approved at the same time as 
the project preparatory TA for the Senior Secondary Education Project. The timing of the 
intervention was important because the ESDP set out to link teacher training to a revised teaching 
approach assumed in the textbooks. It was also to address agency management, which was 
critical to maintaining the reform impetus that had been stimulated by the Basic Textbook Project. 
In the context of the overall country strategy, it was critical that the Government trust in ADB as a 
predictable and trusted partner be maintained. All these benefits were jeopardized by a decision 
to attach certain conditionalities to the ESDP loan advocated by the International Monetary Fund, 
which had no bearing on the education sector. The conditionalities were attached to the loan as 
an addendum after the RRP had been submitted to the Board. The late attachment of the 
conditions probably reduced the opportunity for maneuver, as detaching the investment loan from 
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the program loan might have been an alternative, but this was not pursued. The episode 
suggested that ADB’s decision making had been ad hoc. 
 
42. There were also a number of education-related conditionalities in the ESDP. Reform is 
most likely to be introduced in Uzbekistan through a local ”champion” pushing issues. When, 
however, reforms are set down as conditionalities with little room for maneuver, the opposition 
has time to marshal its forces and galvanize resistance so that reform opportunities are more 
limited. The education program had avoided such a confrontation until the ESDP. 
 
43. In senior secondary education, little has been done to address textbook development, 
curriculum reform, or training teachers for basic education. 
 
44. There are a number of strands related to each of the projects, all of which need to be 
tied together and consolidated into a coherent and comprehensive whole. Curriculum and 
teacher training in the new student-oriented methodology are key issues. The priorities in 
Government borrowing are weighted toward procurement, so rehabilitation and building of 
schools and the provision of computer equipment receive more attention than curriculum reform 
and teacher training. 
 
45. The way TA has been used to support the education sector strategy is questionable. No 
TA has been provided to support MOPE, the ministry mainly associated with ADB’s education 
strategy. MOPE has a significant weakness in policy analysis, a constraint that could have been 
addressed by TA before the ESDP. 
 
46. In contrast to the absence of TA for basic education, senior secondary education has 
received three TA projects, even though it was not central to the strategy. The first, despite 
teething troubles, was important and was effective in building capacity in the Center for Senior 
Secondary Education for project implementation. The second reviewed the management of 
senior secondary education and produced background material that would be useful, only if a 
long association with senior secondary education was envisaged. It started 5 months after the 
loan became effective, which meant that much of the information it produced, such as labor 
market surveys, did not have the impact it might have had. 
 
47. A major factor in ADB’s success so far has derived from the fact that ADB is the principal 
partner organization from which the Government has sought advice. So far, ADB is not to deal 
with other donors possibly providing contradictory advice. However, ADB’s role as the principal 
partner will be threatened if another major organization enters the system with a significant loan, 
which will also test the absorptive capacity of the education system. This is about to happen 
with the entry of the World Bank into the education sector. This development will require a major 
effort from both ADB and World Bank to maintain their good level of coordination and to agree 
on strategy and approach. In keeping with the Paris Declaration, the World Bank may be 
inclined to acknowledge ADB’s comparative advantage and leadership role in basic education.  
 
48. ADB’s education program started by directing funding predominantly to procurement (in 
line with the Government’s approach). The Senior Secondary loan, however, represented a 
profound departure from the strategy adopted for basic education. The subsequent ESDP has 
directed more funding toward capacity building, teacher training, and curriculum development, 
which is consistent with the benefits of reforms in these areas recognized at least within MOPE. 
The achievements are marked. 

(i) The education sector is one of the most reform-oriented sectors in government. 
Significant reforms have been started and pursued sensibly; 
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(ii) While the evaluation survey indicated that the majority of parents still consider 
textbooks to be too expensive, the textbook rental scheme has shifted one set of 
significant costs from the Republican budget to students, while allowing  the very 
poor to borrow textbooks from schools. However, an assumption that only 15% of 
the enrollment in any school is too poor to afford textbooks sits uneasily with the 
estimated 26.2% of the population in poverty3 and the fact that poverty is not 
distributed evenly within the school system. The rental system has not been 
implemented fully and it is important that schools maintain pressure on those 
parents who can afford to do so to pay their dues.  

(iii) The decline in school attendance at the basic level has been arrested and turned 
around, which will have an important impact on achievement of the Millennium 
Development Goal of universal education which Uzbekistan had already 
achieved. Unfortunately, the Government keeps no reliable statistics on 
attendance levels or graduation from one education level to the next, so the 
extent of the reversal in attendance levels is not known. 

 
G. Synergy and Flexibility 
 
49. With responsibility for compulsory education spread across two ministries, there is a 
need to integrate reform and quality issues and obtain synergies from the projects operating 
independently in each ministry. At the moment, there is no mechanism for this. An overarching 
joint executing committee dedicated to policy issues (rather than detailed project issues) might 
help this process. 
 
50. The approach to funding the basic education program has been cumbersome. There has 
been a succession of projects with different emphases, all of which need close coordination to 
be effective. Coordination is a management cost. As the program requires some Government 
reforms before certain actions are warranted, a cluster approach to funding might be more 
efficient. That way, the Government can determine the pace of its reform program and take 
measures to ensure planned reforms are introduced in the knowledge that there would be an 
agreed level of funding. 
 
H. Attention to Lessons Learned in ADB’s Education Policy 
 
51. One other question remains. How well has the sector program addressed the issues laid 
out in the education sector policy? The following points are relevant: 

(i) the program has paid attention to sector policy reforms, particularly with regard to 
equity, efficiency, finance, and quality; 

(ii) with the intervention into senior secondary education, ADB has diluted project 
investments across a range of subsectors; and 

(iii) there is no question that policy reform has been a prime consideration and, for 
much of the time, the program managers have been allowed to pursue a carefully 
crafted and effective strategy. 

 
52. Regarding the sector priorities in the education sector policy, the program: 

(i) increased equity, access, and retention; 
(ii) improved quality at all levels other than early childhood development; 
(iii) done little to strengthen management, governance, and efficiency or to increase 

stakeholder participation; and 

                                                 
3  ADB. Uzbekistan Country Poverty Analysis. 2005. 
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(iv) largely had the field to itself, reducing the need for  collaboration with partners 
but also reducing the potential for cofinancing which might otherwise have been 
used to increase the scope of the ADB program. 

 
I. Assessment of Sector Strategy 
 
53. It is difficult to move reform toward best practice in Uzbekistan, though the primary 
education sector has demonstrated that it is well disposed toward reform. Given the systemic 
and cultural environment, the sector strategy adopted was effective and has achieved success. 
Basic education has moved a long way in terms of reform, the education system is operating, 
and has experienced no serious failure (which was a possibility at the outset of the program). 
The loss of confidence in the education system by parents, especially in rural areas has been 
arrested. Confidence is now increasing, though there is still a general concern about a decrease 
in quality. Basic education is now poised to push for reform in the key areas of curriculum and 
teacher development. Reversing a backward movement and providing the necessary 
momentum toward reform is a signal achievement. 
 
54. Implementation of the strategy has been less effective in the sense of achieving 
consistency. The decision to fund senior secondary education suggests a flaw in the more recent 
implementation of the strategy. Having established a basis of trust with government in education 
and been a reliable supporter, ADB does not appear to have used the influence it has gained to 
drive a stronger reform agenda within the sector. Educational reform appears to be on the 
President’s agenda. How quickly he is prepared to move forward on these needs to be tested. 
 
55. Individual projects have contributed to the effectiveness of the program. Their relevance, 
generally, has been high while their efficacy has been satisfactory (Figure A9.2). It is more 
relevant for project performance evaluation reports rather than CAPEs to evaluate efficiency so 
this criterion has not been evaluated. It is difficult to evaluate effectiveness and sustainability 
because of the early stage of the program and the fact that only two of the projects have been 
completed (a third, the Senior Secondary Education Project, is close to completion). The Basic 
Education Project has achieved a high level of effectiveness and sustainability (Figure A9.3). 
There are doubts about the sustainability of the publishing and printing houses in receipt of 
loans unless they are able to diversify and place their operations on a sounder commercial 
footing. There are also doubts about the long-term sustainability of some of the equipment 
provided in the Senior Secondary Education Project because of lack of funding for maintenance 
and materials. 
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Figure A9.2: Relevance and Efficacy of Education Sector Loans 
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Figure A9.3: Effectiveness and Sustainability of Education Sector Loans 
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56. Table A9.2 applies a set of criteria retrospectively which could be used to screen 
proposed projects. It shows that the loan projects in the education sector meet such criteria. 
 

Table A9.2: Criteria for Selecting Development Investment Quality Projects 
 

Criteria L1594 L1595 L1737 L1960 L1961 L2093 
Fits Strategic Positioning 
• Positions the Asian Development Bank (ADB) 

effectively as trusted advisor to influence change 

 
 

 
 

 
 

 
 

 
 

 
 

• Capitalizes and advances previous work       
• Leverages off and builds comparative advantages       
• Contributes to sustaining sector or thematic leadership        

Relevant  
• Fits within the Government’s expressed sector 

priorities 

 
 

 
 

 
 

 
 

 
 

 
 

• Clearly articulated to ADB’s objectives       
• Consistent with sector strategy        
• Addresses a significant development constraint        
• Deals with issues where access to best practice adds 

value 
      

Resourcing  
• Amount and balance of loan and technical assistance 

sufficient to make required contribution to the desired 
sector objectives    

 
 

 
 

 
 

 
 

 
 

 
 

• Amount and balance of loan and technical assistance 
sufficient to sustain ADB sector and thematic 
leadership  

 
 

 
 

 
 

 
 

 
 

 
 

Acceptable Risk  
• Allows progressive knowledge accumulation to modify 

approach 

 
 

 
 

 
 

 
 

 
 

 
 

• Provides continuous opportunity to confirm 
Government commitment  

      

• Clearly quantifies the market demand for the outputs        
• Deals as directly as possible with the end beneficiaries       
• Contains consensus about objectives and changes 

needed to meet them 
      

• Does not require continuing additional resources after 
completion for sustainability  

  
 

  
 

 
 

 
 

• Timing not overly ambitious        
• Realistically addresses constraints       

Results Focused  
• Establishes realistic and measurable objectives  

   
 

   

Manageability 
• Fits within the resident mission’s present or proposed 

capacity 

  
 

 
 

 
 

 
 

 
 

• ADB has technical expertise to exercise quality control 
over inputs 

      

• Not vulnerable to reasonable staff turnover       

Source: Operations Evaluation Mission. 
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J. Lessons for Future Strategy 
 
57. The lessons learned and suggestions for the future are listed below. 
 

1. Strategy 
 
58. Neither the ADB education strategy nor the Government set targets for student 
outcomes, despite the fact that the program is targeted at quality in education. Both programs 
would have been enhanced and policy dialogue facilitated, if there was a broad agreement 
about intended outcomes to which the ADB program would contribute. Targets could also have 
been used to demonstrate the impact projects would be likely to have on progress and, for ADB, 
on poverty profiles. 
 
59. Project preparatory TA projects were not used strategically. They are a useful way of 
moving important policy issues forward and help to maintain continuity of advice if extended to 
the start-up of a loan project. 
 
60. The strategy should have examined alternatives more extensively, especially the case 
for or against including early childhood development in the program and its priority. 
 
61. Agreement on a country sector strategy has a number of advantages. 

(i) It sets out a framework for ADB and the Government, discouraging ad hoc 
actions to meet transient demands. 

(ii) It makes it more difficult to introduce alterations to the strategy at country 
strategy program update time without considerable justification. 

(iii) It makes the intentions of ADB transparent to the DMC and gets broad 
agreement from the Government as to the approach and the objectives sought. 

(iv) Assuming objectives are also set, ADB can determine a realistic level of funding 
and provide confidence about its availability. 

 
62. On two occasions, the program diverted from the strategy. Critically, one diversion was 
to postpone incremental change championed by government. Management needs to be sure of 
the potential impacts on a strategy and program when it decides to give directives which 
contradict the strategy. It should do so only when it is of great strategic importance to ADB. 
Undercutting the International Monetary Fund conditionalities may be such an issue. 
 
63. The Uzbekistan education sector’s requirement for borrowing is not being met by ADB. If 
other international financial institutions are prepared to lend, the absorptive capacity of the 
education sector is not a constraint. ADB should consider increasing its lending to the education 
sector. 
 

2. Implementation 
 
64. A significant contributor to ADB’s effectiveness has been continuity in the advice 
provided by an educational specialist who has forged an excellent working relationship with 
senior government officials in basic education. A similar relationship has not been achieved at 
the senior secondary level. ADB needs to consider the benefits of securing such continuity 
through an appropriate mechanism. 
 
65. The approach to funding the basic education program is cumbersome. There has been a 
succession of projects with different emphases, all of which need close coordination to be 
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effective. Coordination is a management cost, which should be avoided if possible. As in some 
cases the program requires reforms on the part of the Government before certain actions are 
warranted, a cluster approach to funding the program would be a more efficient way of 
conducting it. 
 
66. The advisory TA program provided little support to key players in the strategy like MOPE 
and publishers and printers. They would have benefited from such support and more strategic 
use should have been made of advisory TA. 
 
67. Introducing competition into the government-owned publishing printing industry is a 
defensible strategy. The goal, however, should be eventual privatization of publishing and 
printing companies as going concerns. In a transitional economy, management of such 
companies will have had no exposure to markets and commercial requirements. Consequently, 
for the strategy to be effective, publishing and printing houses need assistance. ADB should 
agree with the Government on a timetable of the steps required for privatization of the 
companies as going concerns, so progress can be monitored.  
 
68. There has been little consistency in the approaches to basic and secondary education. 
The program would benefit from greater integration of the two levels, especially in nontechnical 
core subjects. 
 
69. ADB’s actions in neighboring DMCs have not been consistent with the approach in 
Uzbekistan. Its approach to the publishing and printing industries in Tajikistan and Uzbekistan 
were at opposite poles of a continuum. ADB needs to be more consistent in this regard. With 
regard to state-owned enterprises, it might be better to place more emphasis on competition 
and contestability rather than on privatization. 
 
70. With increasing numbers of other partner organizations entering the educational system, 
ADB, as the lead partner in the reform program, needs to allocate time and staff to assist the 
Government to coordinate the contributions of all parties. 
 
71. The importance of timing is often ignored in the development of projects. Timing needs 
to be synchronized to activities occurring within a ministry, particularly with regard to reform 
issues. Curriculum development, for example, was not addressed in the Basic Textbook Project 
because it started after an internal review had been completed. There were also problems with 
synchronizing advisory TA tasks with the loans that were to utilize them. 
 
72. Regional TA projects have not been integrated effectively into the ongoing education 
program in Uzbekistan or the political environment. They have operated outside the Central 
Asian Regional Economic Cooperation group framework despite the fact that they were trying to 
stimulate regional cooperation. Without institutional backing, they have had little chance of 
sustainability. One criterion for assessing a subregional TA should be its fit with both the 
subregional program and the sector strategy. 
 

3. Other 
 
73. The Government of Uzbekistan, like all governments, reacts strongly to criticism. ADB 
needs to determine whether it should provide authoritative critics of government policies and 
performance and risk the trust it has established in the process, or whether it should place more 
weight on patiently presenting best practice to government and leave the trenchant criticism to 
others. If the latter approach is adopted, consultants must be required to manage the client 
within the operational framework. 
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74. ADB has a knowledge management program. Education officials in Uzbekistan lack 
information about best practice. Policy dialogue would be assisted if there were opportunities for 
them to examine best practice in operation. The education program in Uzbekistan would benefit 
from strong link being established between ADB’s knowledge management program and 
education officials in Uzbekistan. 
 
75. Public communications programs can present reliable information to civil society and 
make government decisions more transparent. They can also encourage greater participation. 
More attention should be paid to these potential benefits in the education program and to their 
potential contribution to improved governance. The value of public affairs warrants further 
consideration. 
 



  Appendix 10       139

TECHNICAL ASSISTANCE 
 
1. Technical assistance (TA) is a comparative advantage of the Asian Development Bank 
(ADB). If that advantage is to be maximized, it needs to be used strategically, especially when 
annual indicative levels for a country are only $1.9 million per annum. Project preparatory TA is 
oriented to forthcoming loans and consequently tailored to proposed sector interventions. 
Advisory TA and regional TA do not have such an association, although occasionally an 
advisory TA may be attached to a loan. Normally, TA would be employed to address (i) sector 
studies early in a program so strategy can be more effectively targeted and interventions 
prioritized; and (ii) constraints to the implementation of a strategy, whether these are issues 
related to policy reform, the machinery of government, government administration, institutions, 
governance, monitoring, or evaluation. 
 
2. A country strategy emphasizes the importance of removing constraints to development: 
“Institutional development is the single most important task relating to managing the transition.” 
Hence, in the case of Uzbekistan, it could be expected that the thrust of TA would be directed at 
institutional development in the priority sectors of the country strategy. This has not occurred. 
What has occurred are seemingly ad hoc interventions rather than a coherent program of TA. 
This is particularly noticeable with attached advisory TA projects, which seem de rigueur for an 
investment loan rather than part of a strategic program in a sector. A comparison of all attached 
advisory TA projects reveals little consistency in approach to sector opportunities or constraints. 
 
3. The 20 project preparatory TA projects, totaling $10.2 million,1 were generally well 
received in the executing agencies (EAs)2 with (i) 75% of respondents to an Operations 
Evaluation Mission (OEM) survey considering the proposed project was a high government 
priority; (ii) 50% stating that the project was designed in a participatory way with the EA; (iii) 
92% considering that the design met the expectations of the agency, the technical performance 
of the consultants was satisfactory or better, the design was one which the EA could manage, 
construct, and maintain given its capacities at the time; (iv) 57% considering the design period 
too short; (v) 93% believing that project benefits were likely to be sustainable; and (vi) 23% 
considering the effectiveness of the design process as high and the remainder as medium. 
 
4. The 40 advisory TA projects provided to 28 different agencies totaled $20.9 million:3 
14 TA projects (35% of total advisory TAs) have been evaluated by technical assistance 
completion reports (TCRs) and three by technical assistance performance audit reports 
(TPARs).4 Eleven TA projects were rated successful by TCRs, two highly successful, and one 
partly successful. Two advisory TA projects were rated highly successful by TPARs and one 
successful. The two highly successful advisory TAs were rated partly successful and successful 
by the TCRs. 
 

                                                 
1  As of end December 2005, a total of 22 project preparatory TA projects totaling $11.1 million have been approved. 
2 Fifteen of 19 EAs responded to the questionnaire. 
3 One grant was approved from the Japan Fund for Poverty Reduction for $2.5 million. Table A10.1 provides a list of 

TA projects and grants. Table A10.2 gives the distribution of advisory TA resources, illustrating a TA program with 
a broader focus than the lending program, covering 11 sectors and themes as compared with six sectors to which 
loans were provided. Table A10.3 shows that the major thrust of advisory TA was capacity building, with policy and 
planning development a secondary feature. Table A10.4 provides an assessment of regional TA projects in which 
Uzbekistan was involved. Table A10.1 shows the diminishing funds available for TA, making the importance of 
strategic targeting much greater. 

4  Excludes a TCR prepared for TA 3562. The partly successful TA was formulated as project preparatory TA for a 
proposed corporate governance reforms and enterprise restructuring loan. 
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5. The EAs responded positively in a survey about the performance of advisory TA 
projects.5 Client satisfaction was high: (i) 80% considered the design satisfactory or better; (ii) all 
considered recommendations about policy reform were suitable or better, although 60% had to 
alter the proposals to make them acceptable by the government and even then 82% were only 
partly accepted by the government; (iii) where recommendations were made about the 
functioning of an agency, 80% were well received, and 46% were acted on substantially with the 
remainder acted on partly; and (iv) 86% considered that the advisory TA contributed to the main 
objective of the assistance in a satisfactory or better way. 
 
6. There have been a number of outstanding advisory TA projects. 

(i) The TA on addressing poverty and living standards6 gave impetus to the study of 
poverty. The government was willing to have the question of poverty examined 
by ADB. World Bank was keen to do a study prior to the drafting of a national 
poverty reduction strategy. There is an understanding that ADB will continue the 
World Bank’s work.7 

(ii) The project preparatory TA and advisory TA8 on rural savings and credit unions 
(SCUs), in collaboration with the United States Agency for International 
Development (USAID), helped the Government to develop a law on SCUs and 
assisted in the establishment of the first three SCUs. 

(iii) The TA to develop capacity to prepare public investment programs (PIPs)9 
provided the Department for Coordination of External Economic Activity in the 
Cabinet of Ministers (COM) and the Department of Investment Programs in the 
Ministry of Macroeconomics and Statistics with a well-crafted system for 
preparing PIPs. 

(iv) The TA to railways has helped strengthen the corporation’s financial viability, to 
shed noncore activities, and to cut payroll costs from about 22% of revenues in 
1997 to about 11% by 2000. 

(v) The assistance provided to the Anti-Monopolization Committee,10 which will play 
a key role in creating the right conditions for the private sector, presents ADB 
with an opportunity to use its influence and leverage to maintain momentum to 
bring competition and contestability to the market place. 

 
7. Sector studies, which are important for targeting a sector program effectively, were not 
supported by ADB until relatively recently. A study of poverty, which would have laid the 
groundwork for good geographic targeting of assistance, was not started until 2002. This is, in part 
reflecting a degree of reluctance by the government to conduct such a study. A full agriculture 
                                                 
5 Twenty-one of 36 agencies responded. 
6 ADB. 2001. Technical Assistance to the Republic of Uzbekistan for the Comprehensive Medium-Term Strategy for 

Improving the Living Standards of the People of Uzbekistan. Manila (TA 3781, for $800,000, approved on 
28 November). 

7 The Government was impressed with the quality of the World Bank study and that opened the door to the 
preparation of the Welfare Improvement Strategy Paper of the Government of Uzbekistan, 2005. 

8 ADB. 1999. Technical Assistance to the Republic of Uzbekistan for the Rural Savings and Credit Union 
Development. Manila (TA 3254, for $600,000, approved on 9 September); and ADB. 2001. Technical Assistance 
to the Republic of Uzbekistan for Pilot Testing of Rural Savings and Credit Unions. Manila (TA 3635, for $150,000, 
approved on 5 March). 

9 ADB. 1997. Technical Assistance to the Republic of Uzbekistan for Improving Aid Coordination and Management. 
Manila (TA 2771, for $600,000, approved on 18 March); and ADB. 1999. Technical Assistance to the Republic of 
Uzbekistan for Improving Aid Coordination and Management (Phase II). Manila (TA 3190, for $800,000, approved 
on 4 May). 

10 ADB. 2003. Technical Assistance to the Republic of Uzbekistan for Institutional Strengthening of the State 
Committee on Demonopolization and Competition Development. Manila (TA 4147, for $300,000, approved on 
16 July). 
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sector study and a private sector assessment were not completed until 2005. Governance and 
gender assessments have also been undertaken. A sector study of transport is to be undertaken 
in 2006. There has been no sector study of education, although the Education Sector 
Development Program (ESDP) has completed a survey of all schools. Consequently, weaknesses 
in agency capacity, legislation, the enabling environment, and resources, especially at the district 
level, have not been studied in any comprehensive way. In the absence of such information, 
accurate targeting and prioritizing of assistance to address key constraints becomes difficult. 
 
8. An understanding of how government works and how it should work are necessary 
preconditions for well-targeted assistance. This has not always been present. In agriculture, the 
design of TA11 providing institutional support for sustainable agricultural development did not 
acknowledge the government arrangements in the field. As a consequence, the work has 
constantly had difficulties with the local khokimiyat’s office, which had a different agenda and 
took a number of decisions which overrode the work being done to build capacity in farms. In 
education, the balance of TA has not favored the Ministry of Public Education, which is 
responsible for basic education, the core of the ADB program. The Ministry has received no TA 
to support capacity building and policy development, although there was justification for the 
latter as education policy was a responsibility of the COM. 
 
9. The TA program has not always been implemented consistently. For example, 
approaches to railways and microfinance differed markedly from those in education and 
agriculture. In railways and microfinance,12 there were incipient programs to build capacity in the 
EAs. In contrast, in basic education and agriculture, no assistance was directed at improving the 
capacity of the EAs, especially for policy development and management. However, the ESDP 
does aim to improve the information base for policy making in education.  
 
10. Table A4.2 (Appendix 4) shows the advisory TA projects which were consistent with the 
sector priorities of the country strategy and those which were not. The column of “unrelated” 
interventions shows that in such projects, there was little relationship with the sector priorities or 
follow-up to nurture whatever it was that the intervention was supposed to accomplish. Often, 
the targeted agencies were addressing major reform programs like improving corporate 
governance, which would require over an extended period, continuity of advice and quick 
access to expertise as opportunities for progress occurred. All these projects started with a 
large TA project, rather than a small one to test the water. The most obvious example was a 
$680,000 advisory TA project for environmental protection agencies13 which has not led to any 
additional work, despite the importance of environment as a corporate objective of ADB.14 
 
11. Completion of the designated work did not appear to be priorities of the strategy. Some 
interventions were unable to complete the task in hand. For example, assistance to the railway 
sector15 underestimated the resources required to complete a very diverse scope of work. The 
creation and implementation of a small business fund to help displaced employees was not 
completed. Requests for continued assistance were not replied to or, when they were, were 
                                                 
11 ADB. 2001. Technical Assistance to the Republic of Uzbekistan for Institutional Support for Sustainable 

Agricultural Development. Manila (TA 3706, for $600,000, approved on 23 August). 
12 ADB. 2002. Technical Assistance to the Republic of Uzbekistan for Developing Prudential Regulation and 

Supervision of Savings and Credit Unions. Manila (TA 4021, for $400,000, approved on 9 December). 
13 ADB. 1997. Technical Assistance to the Republic of Uzbekistan for Strengthening of Institutions Engaged in 

Environmental Protection. Manila (TA 2859, for $675,000 approved on 8 September). 
14 This evaluation would make the point that more emphasis in agriculture on water management would have been a 

more appropriate environmental response than engaging with environmental protection. 
15 ADB. 2000. Technical Assistance to the Republic of Uzbekistan for Facilitating Development of the Railway Sector. 

Manila (TA 3529, for $600,000, approved on 31 October). 
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refused. Similarly, the intervention on corporate governance16 produced a request for further 
assistance to address bankruptcy aspects but months later, no response had been received by 
the Deputy Chairman.17 
 
12. One example which shows the public relations cost of not finishing a job occurred with 
the development of a PIP (footnote 8) in the Department for Coordination of External Economic 
Activity in the COM. The advisory TA projects enabled the Ministry to produce annual PIPs. 
They also set out to design and install a PIP monitoring system. However, by project 
completion, the database was unable to produce the required management reports, did not 
interact with the PIP, and was error-prone (e.g., merged commissions with interest).18 
 
13. There was $154,937 undisbursed on the second advisory TA. However, instead of 
approaching ADB to do some debugging and further work, the Ministry approached the United 
Nations Development Programme (UNDP) which gave it a small grant19 to hire some local 
consultants to work on improving the database. These consultants improved the database but 
only insofar as it was able to perform the functions of a registry; not to produce the management 
reports which the Ministry required. Finally, the Ministry recruited another local consultant with 
UNDP assistance. This consultant had had experience with a similar project in Kazakhstan and 
she was able to refine the design of the database so it was able to interact with the PIPs of 
individual ministries and report on the performance of all capital projects. 
 
14. The reason ADB was not approached to resolve the problems was because there was a 
perception that it did not deal in small amounts and would have required international consultants 
to be recruited. The department considered it was more likely to get something practical from local 
consultants than from ADB. While such a perception might have been missed by the project 
officer responsible, the unfinished state of the database should not have been. As a result, ADB 
lost some of the goodwill and good reputation it had generated from the effective part of the TA. 
For a very small outlay, UNDP generated considerable goodwill, well in excess of its investment 
and contribution, and is now thought of as having completed the project.  
 
15. There are two kinds of intervention which frequently experience similar problems in TA. 
First, many TA projects deal with the production of management information and associated 
training. In the case of the training provided in 21 of the advisory TA projects, 62% of surveyed 
respondents considered the duration of the training was just right and the remaining 38% 
considered it was too short. While training got a number of agencies to the point of producing 
information, it rarely addressed staff capacity to analyze that information or management 
capacity to use it for planning and control purposes. If there is no management pressure to 
maintain and improve performance based on information produced, there will be little pressure 
to keep producing that information. Second, many TA projects deal with the development of 
policy proposals, which, in the developed world is a complex and time-consuming task. 
International specialists are recruited to produce drafts, often only in English, which is the main 
output required of them. While these specialists might be well versed in best practice, often best 
practice does not fit the reality of the Uzbekistan situation. Consequently, local officers (who 
were often not included by the consultants in their work) have had to amend them in light of the 

                                                 
16 ADB. 2002. Technical Assistance to the Republic of Uzbekistan for Enterprise Restructuring and Corporate 

Governance. Manila (TA 4062, for $1,000,000, on 19 December). 
17 It could be that the additional assistance was to be addressed in the program loan, but in the absence of that, 

keeping the assignment ‘warm’ should have been a major objective of ADB’s client management. 
18 The TCR of the first project stated “a new PIP database and a temporary foreign aid database were set up” but 

failed to mention how complete it was. 
19 Remembered as considerably less than $10,000. 
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reality in Uzbekistan. The time constraints of TA projects mean international specialists simply 
do not have the time to include counterparts in drafting their recommendations. The production 
line approach also suffers from the fact that effective draft policy needs to be developed with 
key stakeholders to address and resolve potential disagreements so that they do not become a 
major hurdle. As a consequence, the decrees or legislation necessary to move the reforms 
forward are often delayed or abandoned. 
 
16. The 2004 programming mission accurately summed up performance20 of TA: “ADB was 
right to have identified institutional development as a central element of its strategy but its 
activities in support of institutional development have not been focused, lacking the 
underpinnings of adequate sector work. More importantly, the monitoring measures identified 
were too broad to establish linkage with ADB interventions.” 
 

Table A10.1: Approved Advisory Technical Assistance and Grants, 1996–2005 
 

No. Title Amount 
($ million) 

Source Sector Executing Agency Approval 
Date 

Performance 
Ratinga 

1. 2607 Seminars on Bank Operational Policies and 
Procedures 

0.10 ADB ADM ADB 09-Jul-96  

2. 2714 Institutional Strengthening of National Bank 
of Uzbekistan 

0.83 ADB FIN SME Department of the 
National Bank 

17-Dec-96 S 

3. 2771 Improving Aid Coordination and 
Management 

0.60 JSF GOV Department for 
Coordination of External 
Economic Activity 

18-Mar-97 S 

4. 2859 Strengthening of Institutions Engaged in 
Environmental Protection 

0.68 JSF ENV State Committee for 
Environmental Protection 

08-Sep-97 S 

5. 2947 Monitoring the Implementation of Education 
Reform 

0.90 JSF EDU Social Sector 
Department of the 
Cabinet of Ministers 

17-Dec-97 HSb 

6. 2948 Capacity Building in Education Finance 0.50 JSF EDU Department for the 
Financing of the Social 
Sphere, Min. of Finance 

17-Dec-97 HSb 

7. 3040 Building Project Implementation Capacity of 
Uzbekistan Railways 

0.15 ADB TRANS Temir Yullari 07-Jul-98  

8. 3045 Developing Commercial Banking Skills 1.00 ADB FIN Regional Bank Training 
Center 

10-Jul-98 S 

9. 3068 Institutional Strengthening of Uzbekistan 
Temir Yullari 

0.85 JSF TRANS Temir Yullari 15-Sep-98 S 

10. 3118 Institutional Strengthening and Policy 
Support to the Road Sector 

1.00 JSF TRANS Road Board 15-Dec-98  

11. 3134 Pension Reform 0.85 ADB FIN Min. of Social 
Maintenance 

22-Dec-98 Sb 

12. 3190 Improving Aid Coordination and 
Management (Phase II) 

0.80 ADB GOV Department for 
Coordination of External 
Economic Activity, 

04-May-99 S 

      Cabinet of Ministers   
13. 3286 Capacity Building of the Center for Senior 

Secondary Education 
0.15 ADB EDU Center for Senior 

Secondary Education 
29-Oct-99  

14. 3352 Strengthening of the Banking Sector 1.00 ADB FIN Uzbekistan Banking 
Association 

20-Dec-99 S 

15. 3368 Assessment of Regional and School 
Management Structure and Capacity for 
Senior Secondary Education 

0.15 ADB EDU Center for Senior 
Secondary Education 

26-Dec-99  

16. 3399 Interim Review of Senior Secondary 
Education System 

1.00 JSF EDU Min. of Higher and 
Senior Secondary 
Education (CSSE) and  

08-Feb-00 S 

                                                 
20 Back-to-office report of the Country Programming Mission and Aide Memoire (2004). 
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No. Title Amount 
($ million) 

Source Sector Executing Agency Approval 
Date 

Performance 
Ratinga 

      Min. of Macroeconomics 
and Statistics  

  

17. 3438 Development of the Insurance Industry 0.30 ADB FIN The State Insurance 
Supervision Agency 

11-May-00 HS 

18. 3529 Facilitating Development of the Railway 
Sector 

0.60 JSF TRANS Temir Yullari 31-Oct-00 PS 

19. 3635 Pilot Testing of Rural Savings and Credit 
Unions 

0.15 ADB FIN Central Bank 05-Mar-01  

20. 3706 Institutional Support for Sustainable 
Agricultural Development 

0.60 ADB AG Min. of Ag and WR 23-Aug-01  

21. 3726 Building Research and Analytical Capability 
for Structural Reforms 

0.15 ADB GOV Ministry of 
Macroeconomics and 
Statistics 

24-Sep-01  

22. 3729 Capacity Building for Urban Water Supply 0.60 JSF WSS Communal Services 
Agency 

27-Sep-01 HS 

23. 3781 Comprehensive Medium-Term Strategy for 
Improving the Living Standards of the 
People of Uzbekistan 

0.80 NPRS 
ADB 

MULTI Min. of Economy 28-Nov-01  

24. 4021 Developing Prudential Regulation and 
Supervision of Savings and Credit Unions 

0.40 ADB FIN Central Bank  09-Dec-02 S 

25. 4029 Energy Needs Assessment 0.60 ADB ENG Cabinet of Ministers 11-Dec-02 S 
26. 4062 Enterprise Restructuring and Corporate 

Governance 
1.00 ADB FIN Committee for Economic 

Insolvency of Enterprises 
19-Dec-02  

27. 4071 Developing a Management Information 
System for Uzbek Telecom 

0.40 ADB TRANS Uzbek Telecom 19-Dec-02 S 

28. 4146 Development of the Capital Market 0.20 ADB FIN Center on Coordination 
Functioning of the 
Securities Market 

16-Jul-03  

29. 4147 Institutional Strengthening of the State 
Committee on Demonopolization and 
Competition Development 

0.30 ADB GOV State Committee of 
Demonopolization and 
Competitive 
Development 

16-Jul-03  

30. 4173 Off-Grid Renewable Energy Development 0.35 DEN ENG Min. of Ag and WR 15-Sep-03  
31. 4217 Furthering Reforms in the Grain Sector 0.40 JSF AG Min. of Ag and WR 14-Nov-03  
32. 4218 Developing an Integrated Cadastre System 

for Land and Property Right Registration 
0.50 JSF GOV State Committee on 

Land Resources 
19-Nov-03  

33. 4265 Strengthening the Policy and Legal 
Framework for Foreign Direct Investment 

0.30 ADB FIN Min. of Justice 16-Dec-03  

34. 4302 Support to Policy and Institutional Reforms 
in Water Sector 

0.50 JSF AG Min. of Ag and WR 19-Dec-03  

35. 4328 Agricultural Sector Review and Planning 0.33 ADB AG Min. of Economy 13-Apr-04  
36. 4396 Capacity Building for Women and Child 

Health Development 
0.30 ADB HEA Min. of Health 20-Sep-04  

37 4463 Country Assistance Program Evaluation on 
Uzbekistan 

0.15 ADB OTH ADB 3-Dec-04  

38 4565 Financial Sector Infrastructure Development 0.40 JSF FIN Min. of Finance 10-Feb-05  
39 4559 Transport Sector Strategy (2006–2020) 0.60 JSF TRANS  3-Oct-05  
40 4729 Effective Management of Investments and 

Reforms in Basic Education 
0.40 JSF EDU Min. of Public Education 12-Dec-05  

  Total Advisory Technical Assistance 20.89      

ADB = Asian Development Bank, ADM = administration, AG = agriculture, CSSE = Center for Senior Secondary 
Education, EDU = education, ENG = energy, ENV = environment, FIN = finance, GOV = governance, HEA = health, 
HS = highly successful, JSF = Japan Special Fund, MIN = ministry, NPRS = National Poverty Reduction Strategy, 
OTH = other, PS = partly successful, S = successful, SME = small and medium enterprise, TRANS = transport and 
communications, WR = water resource. 
a Combined technical assistance completion report and technical assistance performance audit report ratings (TPAR). 
b Evaluated by TPAR. 
Source: Asian Development Bank. 
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Source: Asian Development Bank. 

 

Table A10.2: Technical Assistance and Grants 1996–2005 
 1996–1999 2000–2005 1996–2005 

Sector 
Amount 

($ million) 
% of Total Amount 

($ million) 
% of Total Amount 

($ million) 
% of Total 

Administration 0.10 0.70 — — 0.10 0.31 
Agriculture  1.88 13.00 3.21 18.24 5.08 15.88 
Education 2.30 16.00 2.15 12.22 4.45 13.92 
Energy — — 1.25 7.10 1.25 3.91 
Environment 0.68 4.70 0.50 2.84 1.18 3.69 
Finance 4.28 29.80 1.45 8.24 5.73 17.92 
Private Sector 0.10 0.70 3.30 18.75 3.40 10.63 
Health — — 0.80 4.54 0.80 2.50 
Multisector 1.40 9.70 1.10 6.25 2.50 7.82 
Transport and 
Communication 3.65 25.40 1.80 10.23 5.45 17.04 
Urban Development, Water 
Supply, and Sanitation — — 2.04 11.59 2.04 6.38 
 Total 14.38 100.00 17.60 100.00 31.98 100.00 
— = not available.  
Source: Operations Evaluation Mission. 

 

Figure A10.1: Value of ADTA Grants Per Annum, 1996-2005
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Table A10.3: Advisory Technical Assistance Projects by Category, 1996–2005 
Major Activity Number % Amount 

($ million) 
% Mean Cost 

($ million) 
Major Emphasis on Capacity Building to 
Implement ADB Projects 

5 12.5 2.53 12.1 0.44 

Major Emphasis on Policy and Planning 4 10.0 2.35 11.2 0.59 
Major Emphasis on Capacity Building 15 37.5 8.15 39.0 0.55 
Emphasis on Capacity Building and Policy 
and Planning 

5 12.5 2.48 11.9 0.50 

Sector Study 5 12.5 3.13 15.0 0.63 
Other 6 15.0 2.25 10.8 0.38 
      
 Total 40 100.0 20.89 100.0 0.52 
ADB = Asian Development Bank. 
Source: Operations Evaluation Mission. 

 
Table A10.4: Approved Regional Technical Assistance involving Uzbekistan, 1996–2005 

No. Title General 
($ million) 

CAREC 
($ million) 

Sector Approval 
Date 

 
5699 Strengthening Banking Capabilities in Transition Economies in 

Asia 
0.89  FIN 27-Aug-96

5707 Regional Cooperation in Central Asia  1.15  8-Nov-96 
5724 Capacity Building in Project Accounting in the Republic of 

Kazakhstan, Kyrgyz Republic and Uzbekistan 
0.45  ADM 7-Feb-97 

5733 A Review of Road Design and Construction Standards 0.60  TRANS 3-Apr-97 
5753 Developing Best Practices for Promoting Private Sector 

Investment in Infrastructure 
0.60  PSD 7-Oct-97 

5760 Workshops on Economic Cooperation in Central Asia  0.34  14-Nov-97
5818 Regional Economic Cooperation in Central Asia (Phase II)  1.35  11-Dec-98
5834 1999 Seminars on Project Implementation and Administration 0.80  ADM 25-Feb-99
5835 Enhancing Gender and Development Capacity in DMCs 1.00  GENDER 26-Feb-99
5851 Rural Financial Systems Workshop in Central Asia 0.36  FIN 30-Jul-99 
5866  Developing Sustainable Forage Technologies for Resource Poor 

Upland Farmers in Asia 
1.20  AG 23-Sep-99

5877 Strengthening Financial Management and Governance in Selected 
DMCs 

0.40  GOV 14-Dec-99

5878 Regional Cooperation for Sustainable Mountain Development in 
Central Asia 

0.38  ENV 16-Dec-99

5889 Gender and Development Initiatives 0.85  GENDER 23-Dec-99
5940 Audit Training Program for Central Asian Republics 0.50  GOV 28-Sep-00
5942 Regional Economic Cooperation in Central Asia (Phase II - Year 2)  0.42  2-Oct-00 
5946 Subregional Cooperation in Managing Education Reform 0.75  EDU 20-Oct-00
5960 Regional Power Transmission Modernization Project in CARs  0.90  12-Dec-00
5968 A Comparative Assessment of Economic Development in Central 

Asia 
0.25  FIN 20-Dec-00

5988 Regional Cooperation in Central Asia (Phase II - Year 3)  0.95  12-Jul-01 
6023 Regional Gas Transmission Improvement Project in the CARs  0.90  12-Mar-02
6024 Regional Cooperation in Transport Projects in Central Asia  0.85  12-Mar-02
6044 Central Asia: Reassessment of the Regional Transport Sector 

Strategy 
 0.15  9-Aug-02 

6053 Greater Silk Road Initiative  0.95 TRADE 16-Oct-02
6076 Policies, Institutions and Resources for Accelerating Growth in 

CARs 
0.15  FIN 18-Dec-02
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No. Title General 
($ million) 

CAREC 
($ million) 

Sector Approval 
Date 

6078 Rural Finance in Central Asia 0.60  FIN 18-Dec-02
6099 Assessment of Subregional Water Resources Management Issues 

in Central Asia 
0.15  WSS 11-Apr-03

6114 Thirteenth Tax Conference 0.15  FIN 14-Jul-03 
6124 The ADB-OSI Central Asia Cooperation Network 0.20  EDU 6-Oct-03 
6155 Capacity Building in Environmental Information Management 

Systems in Central Asia 
0.80  ENV 18-Dec-03

6156 Subregional Economic Cooperation in South and Central Asia  0.60  18-Dec-03
6158 Capacity Building for Regional Cooperation in Central Asia  0.95  18-Dec-03
6163 Improved Management of Shared Water Resources in Central 

Asia 
0.70  WSS 19-Dec-03

6184 Central Asian Regional Cooperation in Trade, Transport and 
Transit 

 0.35  20-Aug-04

6199 Greater Silk Road Initiative 2005  0.90 TRADE 18-Nov-04
6203 Regional Trade Facilitation and Customs Cooperation Program 

Phase II 
0.90  TRADE 2-Dec-04 

6211 Capacity Building for Project Implementation and Administration 
2005-2006 

0.80  ADM 17-Dec-04

6220 Capacity Building of DMCs in Selected WTO and Doha 
Development Agenda Issues 

0.40  TRADE 21-Dec-04

6236 Central Asian Countries Initiative for Land Management  1.25   23-Mar-05
6078 Rural Finance in Central Asia (Supplementary) 0.05  FIN 7-Jun-05 
6249 Enhancing Financial and Disclosure Standards in Transitional 

Economies 
0.50   8-Aug-05 

6272 Greater Silk Road Initiative 2006  0.95 TRADE 24-Nov-05
      
 15.68 11.75   

ADB = Asian Development Bank, ADM = administration, AG = agriculture and natural resources, CAR = Central 
Asian republics, CAREC = Central Asian Regional Economic Cooperation, DMC = developing member country, EDU 
= education, ENV = environment, FIN = finance, GOV = governance, PSD = private sector development, TRADE = 
trade and industry, TRANS = transport and communications, WSS = water supply and sanitation, WTO = World 
Trade Organization. 
Source: Operations Evaluation Mission. 
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POLICY AND LEGISLATIVE CHANGE  
(1996–2004) 

 
No. Name Year of 

Approval 
Policy Proposal Comments 

Loan 
1595 

Basic Education Textbook 
Development 

1997 Textbook rental scheme Introduced, but like tariff increases, needs to be managed 
carefully 

2771 
 
3190 

Improving Aid Coordination and 
Management 
Improving Aid Coordination and 
Management Phase II 

1997 
 

1999 

A planning systems framework enabling 
the first PIP for 1999–2001 to be 
formulated and subsequent ones 

Has provided continuity of support and produced excellent 
results 

2859 Strengthening of Institutions 
Engaged in Environmental 
Protection 

1997 Environmental Assessment Law Not yet enacted 

2947 Monitoring the Implementation of 
Education Reform 

1997 In-depth analytical reports on five reform 
areas (teachers, students, textbooks, 
facilities, and expenditure)  

The analytical reports have been criticized internally and 
have not been taken up 

3134 Pension Reform 1998  Proposed amendments to the Law on 
State Pensions 

 Recommendations for the design of the 
legal and regulatory framework for 
voluntary private pension funds 

 Recommendations intended to 
strengthen controls and financial 
procedures 

The TPAR concluded that “there is a reasonable likelihood 
that the Government will eventually enact reforms to the 
pension system. However, while there is evidence of 
support for the outcomes of the TA, there is clearly strong 
reluctance on the part of the Government to relax its 
control over the economy or to move quickly on the 
reforms proposed under the TA. That said, it is likely that 
the Government will eventually embrace only some of 
those reforms.” 

3190 Improving Aid Coordination and 
Management Phase II 

1999 Recommendations on existing draft 
Procurement Law and procedures 

Not yet enacted 

PPTA 
3254 

Rural Savings and Credit Union 
Development Project 

1999 Law on Savings and Credit Unions Enacted in 2002 and operational 

3352 Strengthening of the Banking Sector 1999 Banking sector reform strategy and 
implementation plan 

Unable to verify what impact this strategy had 

3438 Development of the Insurance 
Industry 

2000 Revised Insurance Law 
Regulations for the insurance sector in line 
with principles advocated by the 
International Association of Insurance 
Supervisors  
Recommended amendments to the Uzbek 
accounting standards and tax code 
appropriate for insurance companies 

Enacted on 28 May 2002 
The Executing Agency informally requested follow-up TA 
to support the implementation of the regulations that have 
been drafted and are planned to be formally adopted by 
the Ministry of Finance following the enactment of the 
Insurance Law. This request was rejected by ADB 

3562 Corporate Governance Reform 
Program 

2000 Corporate Governance Principles and 
Code of Best Practice 
Sample Code of Corporate Governance 
Corporate Governance Policies and 
Procedures 
Code of Conduct 
Statement of Personal Interests 

Presidential Decree in 2003 (UP-3202) to promote further 
corporate governance reforms and private enterprise 
development 
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No. Name Year of 
Approval 

Policy Proposal Comments 

   Sample Audit committee Charter 
Annual General Meeting Outline 
Sample Annual report of Joint Stock 
Companies 
Proposed System of Regulation for the 
Securities Market in Uzbekistan 

 

Loan 
1833 

Ak Altin Agricultural Development 2001 Conditions included: 
 No increase in procurement quotas  

 
 
 
 
 
 
 Annual review of state procurement 

prices for raw cotton and wheat—future 
increases to reflect annual inflation rates 
and changes in international border 
prices of input and outputs. Production 
that exceeds the quota to be sold at 
market prices 

 The government will foster and develop 
market competition and participation of 
the private sector (link to the machinery 
being given to raion) 

 All necessary actions will be taken to 
ensure that WUAs can perform their 
functions, including organizing and 
training water users, signing contracts 
for water allocation and O&M services, 
collecting user fees, introducing water 
management measures, and assuming 
responsibility for O&M of their irrigation 
and drainage systems 

 
 Presidential decree on deepening Reforms in the 

Agricultural Sector directing the government to 
accelerate the creation of private farms and extend the 
ADB/World Bank advocated reform to abolish cropping 
pattern restrictions to cover the whole country in 2002. 
Impact in Ak Altin has not been great as Khokimiyat 
directs cropping patterns on areas over 1 ha 

 Wheat prices were increased by 72% and cotton by 
57% from 2001-2002. There are no credible private 
players in the market 

 
 
 
 
 Fostering not evident 

 
 
 
 Khokimiyat has independently introduced farmers’ 

association which effectively trumps the independence 
of water user groups 

Loan 
1960 

Education Sector Development 
Program 

2002  Staff redeployment plan based on an 
organizational audit of educational 
administration – workload increases to 
be introduced  

 A redefined school map for basic 
education and SSE institutions – 
Nationwide school survey to assess 
conditions and make recommendations 
for improving efficiency in the utilization 
of physical and human resources  

 Not yet addressed 
 
 
 
 Inventories completed by Government which has 

produced “passports” for each schools. National 
program issued in August 2004. The analysis is not 
complete and needs to look at a number of issues like 
school rationalization 
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No. Name Year of 
Approval 

Policy Proposal Comments 

    A comprehensive review of the service 
conditions of education staff (workload, 
salary, incentives, career development) 
—salaries linked to performance and 
training and decent promotion 
opportunities—incentives for teachers in 
remote areas  

 Adjustment of the boarding capacity in 
SSE institutions in line with actual 
demand  

 
 The quality of basic education and SSE 

to be monitored and oriented toward 
outcomes and achievements—school 
inspection and supervision system 
reoriented toward teaching support. 
District level administrators, including 
inspectors and methodologists, as well 
as school principals will be retrained in 
academic supervision and coaching  

 Weekly workload of teachers to be 
increased to at least 20 hours  

 Completed. It will introduce performance-based rewards 
which will double payments. Assessment of budget 
impact, however, still needs to be done 

 
 
 
 
 The government has issued a resolution. The ERIMU 

group supposed to do it after COM review. However, 
head of ERIMU has moved and nothing has been done 
since then 

 The government has issued a resolution. ERIMU group 
supposed to do it after COM review. However, head of 
ERIMU has moved and nothing has been done since 
then 

 
 
 
 
 
 Introduced through a COM resolution. It is being piloted 

in a few raions and it is expected that if the results are 
good, it will be implemented 

    Improvements to be made to the legal 
basis for the financial autonomy of 
education institutions and the generation 
of extra-budgetary resources. 
Encouragement to be given to 
mobilization of extra-budgetary 
resources; schools to be granted 
autonomy in managing extra-budgetary 
funds; and the establishment of school 
boards to be supported. A school 
initiatives fund to be established to 
provide more access to extra-budgetary 
resources for disadvantaged schools  

 Adoption of measures to support the 
emergence of nongovernmental 
schools—communities encouraged to 
establish and run kindergartens. At the 
tertiary level, establishment of a legal 
framework for defining accreditation 
modalities as well as fiscal incentives  

 Supplementary education budget to 
provide allocations for needy areas. A  

 COM resolution enacted. They can have their own bank 
accounts with a Trustee Board to manage funds. All 
stakeholders are represented on the boards 

 
 
 
 
 
 
 
 
 
 
 There are plans only but the Government is believed to 

be attending to it 
 
 
 
 
 
 Not yet addressed 
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No. Name Year of 
Approval 

Policy Proposal Comments 

    policy study to be carried out to define 
an appropriate mechanism and a school 
rehabilitation program to target 500 
schools. Equalization to be carried out 
on a pilot basis 

 

4146 Development of the Capital Market 2003 Policy recommendations expected on the 
development of the secondary equity 
market, corporate bond market, and 
implementation of the presidential decree 
promoting corporate governance and 
improving enforcement 

This advisory TA has not yet been completed 

4147 Institutional Strengthening of the 
State Committee on 
Demonopolization and Competition 
Development 

2003 Draft competition law developed and policy 
on implementation being developed 

This advisory TA has not yet been completed 

ADB = Asian Development Bank, COM = Cabinet of Ministers, ERIMU = Education Reform Implementation Unit, ha = hectare, O&M = operations and maintenance, 
PIP = public investment program, PPTA = project preparatory technical assistance, SSE = senior secondary education, TA = technical assistance, TPAR = technical 
assistance performance audit report, WUA = water users association. 
Source: Operations Evaluation Mission. 
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EXTERNAL ASSISTANCE PROGRAM IN UZBEKISTANa 

Multilateral 

  
EBRD By mid-2005, EBRD had funded 25 projects with a value of €584 million. Of these, 

29% were in financial institutions, 29% in natural resources and energy, and 27% in 
infrastructure. Generally, EBRD’s loans through state-owned participating banks have 
not been successful. By contrast, microbusiness financing under the Japan/ 
Uzbekistan Small Business Program has been promising and EBRD is considering 
expanding its operations in this market segment, including the establishment of 
microfinance bank. EBRD has withdrawn from any financing of the public sector and 
any business which has a direct or indirect link with the government or a government 
official. 

European Union The European Union has a regional strategy for the Central Asian republics. There 
are three broad programs. 
• A regional cooperation program, including transport and energy networks; 

sustainable use of natural resources; implementation of international 
environmental conventions, justice, and border flow facilitation. 

• A regional support program implemented at the national level focusing on 
investment and trade, WTO accession, statistics, improved customs, institutional 
development and improving governance and supporting reforms to the education 
systems. The planned investment under this head for Uzbekistan for 2002–2006 
is €45 million.  

• Pilot poverty reduction schemes, focusing on the Ferghana valley and the 
enclaves. 

IDB Uzbekistan joined IDB in 2003. In 2004, three projects were agreed to the value of 
$51.4 million in health, roads, and an SME credit line. 

World Bank The World Bank funded seven projects to the value of $304.14 million in Uzbekistan 
during 1997–2004 and provided $1.78 million in grant aid. It has cofinanced the 
Tashkent Solid Waste Project with EBRD and jointly designed a maternity and child 
health project with ADB. Its program has not been optimized as the Government has 
not introduced the reforms required to trigger higher levels of investment. 

Bilateral 
France The French Government provided €8.73 million in bilateral aid for 2000–2001 
Germany The German Government pledged Uzbekistan development aid worth €220.46 million 

between 1992 and 2004: €177.23 million in financial cooperation and €43.23 million in 
technical cooperation. Priority areas include improvements to the living conditions of 
the people living in Karakalpakstan and assistance to vocational training. 

Japan Uzbekistan was Japan’s 22nd biggest recipient of overseas development aid in 2003, 
receiving a total of $63.22 million. Japan was Uzbekistan’s largest bilateral donor for 
1999–2000 and the second largest for in 2001–2003. Its priorities are human resource 
and institutional development, restructuring of the social sector and renewal of 
infrastructure in the transport and energy sectors.  

Spain Spain has committed €13.4 million, targeted at health and water supply sectors. 
Switzerland Switzerland has concentrated on natural resources management, infrastructure, 

vocational training, private sector development, and macroeconomic policy. It has 
cofinanced an urban water supply loan with the World Bank in Bokhara and 
Samarkand and a heating rehabilitation project with EBRD in Andijan. 

United Kingdom The United Kingdom targets the improvement of living standards, a reduction in 
poverty and supporting economic and governance reforms. It has three programs for 
2005–2006, totaling £750,000, cooperating with UNDP to improving growth and 
reducing poverty in the Zarafshan valley and with the World Bank to develop national 
HIV/AIDS programs and to improve national statistics related to living standards and 
poverty. For 2002–2003, the United Kingdom provided £1.7 million in multilateral aid, 
mainly through the European Commission and the United Nations. 
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Multilateral 

  
United States of 
America 

In the period 1992–2001, the United States of America allocated $286.18 million in 
bilateral aid, with a further $224 million being allocated in 2002. In 2004, it allocated 
$35.9 million and in 2005, $33.5 million. In 2004, the three major funding priorities 
were health and population, democratic culture and institutions, and SMEs. 
 

ADB = Asian Development Bank, AIDS = acquired immunodeficiency syndrome, EBRD = European Bank for 
Reconstruction and Development, HIV = human immunodeficiency virus, IDB = Islamic Development Bank, SME = 
small- and medium-sized enterprise, UNDP = United Nations Development Programme, WTO = World Trade 
Organization. 
a Principal source for this information is EBRD. 2005. Strategy for Uzbekistan. 26 July. 
Source: Operations Evaluation Mission. 
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MAIN REASON FOR DELAYS IN LOAN EFFECTIVENESS 
No. Title Main Reason 

   
1737 Senior Secondary Education Effectivity was conditional on signing a contract with an 

international consulting firm supposed to be engaged in 
advance. The selection process was done in advance but had to 
be repeated because of inconsistencies with the Asian 
Development Bank (ADB) guidelines. Thereafter, contract 
negotiations with the firm were protracted. 

1773 Railway Modernization Protracted process of finalizing the subsidiary loan agreement 
between the Ministry of Finance and the Executing Agency and 
the legal opinion between the Executing Agency and ADB 

1903 Western Uzbekistan Rural Water 
Supply 

Protracted review and approval of the draft resolution by the 
Office of the President 

1960/61 Education Sector Development 
Program 

Delay in opening a project account for the first tranche (a 
condition of effectiveness) which was, in turn, delayed by the 
protracted process of fulfilling first tranche conditions 

1963 Small and Microfinance Development Protracted negotiations on the substance of the subsidiary loan 
agreements between the Ministry of Finance and the 
participating banks 

1976 Regional Power Transmission 
Modernization  

Delay in the signing of the Power Trade Relations Agreement 
between the governments of Tajikistan and Uzbekistan 

2017 Grain Productivity Improvement Key policy reforms for the project agreed to during appraisal and 
proposed to be included in the draft resolution by the 
Government of Uzbekistan were considered by the Office of the 
President for a protracted period 

2069 Amu Zang Irrigation Rehabilitation Key policy reforms for the project agreed to during appraisal and 
proposed to be included in the draft resolution by the 
Government of Uzbekistan were considered by the Office of the 
President for a protracted period 

Source: Background paper, 2004 Country Portfolio Review Mission, Uzbekistan. 
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RELEVANCE AND EFFICACY OF ADB LOANS TO UZBEKISTAN 1996–2004a 

No. Title 
Approval 

Date 
Relevance Efficacy 

 Private Sector    
1504 Rural Enterprise Development 17-Dec-96 3.2 2.6 
1594 Basic Education Textbook Development 17-Dec-97 3.8 2.5 
1799 Small and Medium Enterprise Development 11-Dec-00 2.7 1.9 
1963 Small and Microfinance Development 09-Dec-02 2.4 1.1 
     
 Education    
1595 Basic Education Textbook Development 17-Dec-97 3.9 3.0 
1737 Senior Secondary Education 08-Feb-00 2.4 2.6 
1960 Education Sector Development Program 06-Dec-02 2.7 2.4 
1961 Education Sector Development Program 06-Dec-02 4.0 2.5 
2093 Second Textbook Development 29-Sep-04 4.0 2.6 
     
 Infrastructure and Utilities    
1631 Railway Rehabilitation 15-Sep-98 3.8 3.8 
1657 Road Rehabilitation 15-Dec-98 1.6 1.0 
1773 Railway Modernization 31-Oct-00 3.8 3.6 
1842 Urban Water Supply 27-Sep-01 3.0 3.4 
1903 Western Uzbekistan Rural Water Supply 02-May-02 3.0 3.8 
1976 Regional Power Transmission 

Modernization (Uzbekistan Component) 
17-Dec-02 3.2 1.0 

     
 Agriculture    
1833 Ak Altin Agricultural Development 23-Aug-01 3.2 1.6 
2017 Grain Productivity Improvement 14-Nov-03 3.2 3.2 
2069 Amu Zang Irrigation Rehabilitation 19-Dec-03 3.2 2.4 
     
 Health    
2090 Women and Child Health Development 23-Sep-04 1.0 2.4 

Total  3.1 2.4 

ADB = Asian Development Bank. 
a The ratings are on a scale of 1–4 with 3.1–4 = highly satisfactory; 2.1–3 = satisfactory; 1.1–2 = 

partly satisfactory; and 1 = not satisfactory 
Source: Operations Evaluation Mission. 
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STATUS AND IMPACT OF ADB’S PROGRAM ON MILLENIUM DEVELOPMENT GOALS 
 

Goals and Targets Country Status ADB’s Program 
1. Eradicate extreme poverty and hunger   
 Halve, between 1990 and 2015, the 

proportion of people whose income is less 
than $1/day 

The indicator will be difficult for Uzbekistan to monitor and to 
achieve. It was set retrospectively to 1990 when Uzbekistan was 
not a state and there were no data. At that time, there were very 
few suffering from income poverty. Since 1990, there has been a 
recession and a transitional surge in the number of people 
experiencing poverty 
UNDP has suggested the indicator “to reduce to 14% the 
proportion of people whose per capita monthly consumption 
expenditure on food products is below the country absolute food 
poverty line with a minimum consumption basket based on 2,100 
calories per capita per day by 2015”  
The Government has a target to reduce the incidence of poverty 
from 27.5% to 20.0% by 2010. The PSA estimates that, at present 
rates of growth, the Government’s target is feasible 

Projects in the private sector and agriculture will 
have some impact on the incidence of poverty, 
although the extent has not been estimated  
The many constraints to private sector investment 
need to be addressed 

 Halve, between 1990 and 2015, the 
proportion of people who suffer from 
hunger 

For the period 2002–2015, the Government has a target to reduce 
the proportion of underweight children under 5 years’ old by 50%. , 
For the same period, it plans to reduce the proportion of the 
population living in extreme poverty by 50%. In 2002, the 
proportion of underweight children under 5 was 19%, and the 
proportion of stunted children was 31%  

The data on poverty are unreliable. It is probable 
that there are serious pockets of poverty in certain 
areas like Karakalpakstan and Khorezm. ADB is 
not targeting its programs at particular geographic 
areas of Uzbekistan, which would be a strategy 
most appropriate to addressing hunger 

2. Achieve universal primary education   
 Ensure that, by 2015, children 

everywhere, boys and girls alike, will be 
able to complete a full course of primary 
schooling 

Uzbekistan has always enjoyed high enrollment ratios and they are 
currently 99.6%.  Attendance rates in poorer areas, especially at 
critical times in the crop cycles, are cause for concern but are not 
quantified  
The Government target is to maintain current rates of enrollment in 
basic education and, by 2015, to increase by a third the number of 
teachers with higher basic education 

The education sector program has played a 
significant part in maintaining high enrollment ratios 
and addressing the decline in attendance rates. 
Projects are also addressing teacher training, 
concentrating on exposing 185,000 teachers to 
new methodologies by 2010 

3. Promote gender equality and empower women  
 Eliminate gender disparity in primary and 

secondary education, preferably by 2005, 
and in all levels of education no later than 
2015 

There is little gender disparity in primary education. Gender 
inequality increases at senior secondary and university levels 
The Government is concentrating on maintaining the current ratios 
and addressing wage disparities and other areas (e.g., the 
proportion of women in the National Assembly) 

Targeting basic education is maintaining enrollment 
levels and improving attendance levels. Attitudes 
are also being addressed through textbooks which 
do not stereotype gender 

4. Reduce child mortality   
 Reduce by two-thirds, between 1990 and 

2015, the under-five mortality rate 
Official figures indicate there was a reduction in the infant mortality 
rate from 26 per 1,000 live births in 1995 to 16.5 in 2002. Other 
estimates indicate an unchanging 55 per 1000 live births in the 
period 1990–2002  
The Government’s official target is the same as for the MDGs for 
infant mortality 

ADB’s maternal and child health (MCH) and rural 
and urban water projects should make a 
contribution to improving infant mortality. The 
World Bank is the major donor in the health sector 
and there are a number of donors operating in 
water provision. There is a serious question of the 
strategic value of ADB  entering into the health 
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Goals and Targets Country Status ADB’s Program 
sector in a small way and not being linked with 
interventions in water provision in a geographic 
area where ADB is working  

5. Improve maternal health   
 Reduce by three-quarters, between 1990 

and 2015, the maternal mortality ratio 
Official figures indicate there was a decline in the maternal 
mortality ratio from 65 per 100,000 live births in 1991 to 20.7 in 
1996 and 34.1 in 2001. Other assessments suggest the rate is 
higher  
The Government is committed to improving maternal health 
services and has a maternal mortality ratio target of 28 per 100,000 
live births 

ADB’s maternal and child health project, being 
jointly implemented with a similar World Bank 
project, will assist in addressing this issue, but 
doubts remain about the advisability of entering 
into this sector 

6. Combat HIV/AIDS, malaria, and other diseases  
 Have halted by 2015, and begun to 

reverse the spread of HIV/AIDS 
HIV/AIDS is on the increase 
Reducing the speed of HIV/AIDS expansion is a priority of the 
Government 

ADB is not addressing this MDG 

 Have halted by 2015, and begun to 
reverse the incidence of malaria and other 
major diseases 

Malaria has re-emerged and tuberculosis has increased, 
particularly in Karakalpakstan 
The Government has tuberculosis and malaria control programs, 
funded in part by donors 

ADB is not addressing this MDG 

7. Ensure environmental sustainability   
 Integrate the principles of sustainable 

development into country policies and 
programs and reverse the loss of 
environmental resources 

Waterlogging and salination from poor irrigation management is 
having serious impacts on land fertility. Excessive requirements for 
irrigation, especially for cotton, have reduced the flows of the Syr 
and Amu Darya rivers into the Aral Sea, which is rapidly depleting 
with serious environmental consequences for Karakalpakstan. 
There is a State Program of Environmental Protection and Rational 
Use of Natural Resources, 1999–2005. The Government has a 
target of reducing the use of irrigation water by 30–35% by 2015 

ADB’s irrigation rehabilitation projects include a 
project to encourage the charging of economic 
tariffs for irrigation water in order to improve water 
management. The mechanism for levying the tariff, 
the local water users association, are still in their 
infancy and it remains to be seen whether they will 
be financially viable 
ADB is not involved in the broader environmental 
picture  

 Halve, by 2015, the proportion of people 
without sustainable access to safe 
drinking water 

Ninety-four percent of the urban population and 79% of the rural 
population had access to potable water in 2000, but this drops to 
41% in Karakalpakstan. Maintaining quality and coverage, 
particularly during drought periods, is difficult, especially in rural 
areas 
The Government has no targets for this MDG 

ADB’s two water projects will improve water quality 
and access for 1.1 million people 

 Have achieved, by 2020, a significant 
improvement in the lives of at least 100 
million slum dwellers 

Uzbekistan has no official slums ADB is not addressing this MDG 

ADB = Asian Development Bank, AIDS = acquired immunodeficiency syndrome, HIV = human immunodeficiency virus, MDG = Millennium Development Goal, UNDP = 
United Nations Development Programme. 
Source: Operations Evaluation Mission. 



MANAGEMENT RESPONSE TO THE 
COUNTRY ASSISTANCE PROGRAM EVALUATION FOR UZBEKISTAN 

 
 
 
 

On 13 February 2006, the Director General, Operations Evaluation Department, 
received the following response from the Managing Director General on behalf of Management: 
 
 

1. We welcome this OED Country Assistance Program Evaluation for 
Uzbekistan and appreciate the consultative manner in which it was prepared. 
Management’s response to OED’s recommendations are summarized in the 
following table.  

 
 

OED Recommendations and Management Response 
 

OED Recommendations  Management Response 

1. Strategy formulation and program  
management need to be improved 
by  

 

(i) strengthening the relationship 
between the strategy and the 
program during the CSP period, 

Management agrees. The proposed CSP for 2006–2010 
builds effective linkages between the diagnosis of key 
development issues and the forward strategy and program. 
 

(ii) increasing sector focus and 
selectivity,  

 

Management agrees. The proposed CSP exercises 
selectivity through (i) careful diagnosis of priority challenges, 
(ii) lessons learned from past operations, (iii) ensuring 
specialization within the identified thematic priorities, (iv) 
paying attention to complementarity with other development 
partners, and (v) anchoring the CSP in a results framework. 
 

(iii) developing synergies in ADB’s 
operations by adopting a more 
systematic geographic focus 
and  

 
 
 
 

 
 
 
 
 
 
mainstreaming a number of 
strategic themes across 
sectors and operations, 

Management agrees that synergies should be developed 
in ADB operations. The new CSP’s thematic priority of 
environmentally sustainable rural development emphasizes 
synergies between agricultural and non-agricultural activities 
in the rural sector, with complementary investments in rural 
infrastructure. On geographical focus, Management agrees 
that in principle, this is desirable but in practice difficult to 
achieve. For a geographically focused CSP to work, the 
government needs to have a clear medium-term 
geographical strategy for externally assisted priority 
interventions. This condition does not exist in Uzbekistan. 
Also, in any geographical area, different sectors are likely to 
have different levels of development priority. 
 
Management agrees. The next CSP envisages a cross-
cutting approach to rural development, focusing on activities 
where ADB can provide value-added.  
 



(iv) building stronger partnerships 
with other donors.  

Management agrees. The ADB-assisted Living Standards 
Strategy has laid the foundation for the ongoing process of 
developing the Welfare Improvement Strategy Paper (WISP), 
Uzbekistan’s national poverty reduction strategy. ADB will 
continue to jointly work with other development partners in 
assisting the Government in the strategy formulation, 
implementation, and monitoring process.  
 

2. The next CSP should identify niches 
where the Government would 
welcome ADB playing a leading role 
in helping the transition to a market 
economy by strengthening the 
governance system.  

Management questions whether ADB support for 
governance can be compartmentalized in the manner 
proposed.  Governance and institutional development 
impinge on all sectors. As such, ADB support for governance 
cannot be a “niche” or compartmentalized type activity. 
Institution-building has been a component of all ADB 
operations in Uzbekistan. In addition, ADB has provided 
technical assistance to policy making and regulatory 
agencies to improve governance practices.  In the 
Uzbekistan context, weaving governance and institution-
building support into project design is likely to be a more 
effective way of building a critical mass of changes at the 
sectoral level than a stand-alone governance strategy that 
could run into political hurdles. Looking ahead, we anticipate 
that ADB lending and non-lending operations will have 
governance and institution-building objectives. To ensure that 
efforts are not fragmented, the results matrix will be used as 
an integrative framework to mainstream governance and 
institutional concerns. 
  

3. ADB should improve the 
management of the TA program and 
the results achieved by 
(i) programming TA strategically 

rather than in an ad hoc 
fashion, 

(ii) improving the link between TA 
and lending programs 

(iii) strengthening country 
ownership by identifying 
strategic topics of interest to the 
Government 

(iv) emphasizing the achievement 
of TA results rather than the 
production of TA reports, and 

(v) improving TA supervision and 
the management of consultants 
working on TA projects 

 

Management agrees. The next CSP aims to increase the 
effectiveness of technical assistance support by undertaking 
a series of linked rather than disparate set of TA interventions 
using the TA cluster instrument modality. It is noted that 
these recommendations are applicable ADB-wide and not 
unique to Uzbekistan. 

4. ADB should become a better 
development partner by avoiding 
the imposition of ADB-driven 
conditions and taking a long-term 
view of Uzbekistan’s transition to a 
market economy. In policy dialogue, 
ADB should  
 

Management agrees with OED’s general 
recommendations. 



(i) listen so that it can clearly 
understand needs, constraints 
and local conditions,  

(ii) build confidence by providing 
world class expertise 

(iii) diagnose before prescribing 
policy advice 

(iv) and provide frequent follow up 
to support the evolution of 
policy reform and its 
implementation.  

 
5. The CSP should define a larger role 

for the Uzbekistan Resident Mission 
(URM), building on its proven 
strengths, and revise the balance 
between the URM and ADB 
headquarters so that URM is 
adequately resourced. 

 

Management agrees subject to resource constraints. The 
balance between URM and ADB headquarters has already 
shifted toward URM, with the Country Director responsible for 
programming, implementation, and follow up. This trend is 
expected to strengthen with proposed further delegation to 
URM. 

 
 

2. While generally supporting most of the recommendations, we feel that 
some of the CAPE’s judgments lack sufficient justification. Firstly, the CAPE 
suggests that changes to the country strategy and program seem to have been 
introduced and sectors added with little review and justification (para. 71 (iv)). 
The basis for this general assertion is not clear. For example, it is unclear why 
the CAPE found that the 2005-2006 CSPU that reiterated ADB’s focus on basic 
education is supposed to have deviated from the education strategy. Also, it is 
important to go beyond the main text of each CSPU and see the associated 
program before making judgments about when and how a deviation from the 
strategy actually occurred.   
 
3. Secondly, the CAPE notes that ADB failed to address strategic themes 
across operations systematically and in this context cites the example of ADB’s 
approach to utilities. In theory, the common issues across utilities could be 
addressed together. However, the sectors included in OED’s categorization are 
diverse (ranging from irrigation to transport and energy) and have more 
differences than elements in common. The responsibilities for these services also 
vest with different levels of government. Beyond general cross-sectoral training 
sessions, more specific interventions are required for the different services that 
OED proposes to club under a common program. 



BOARD OF DIRECTORS 
DEVELOPMENT EFFECTIVENESS COMMITTEE 

 
 

CHAIR’S SUMMARY OF THE COMMITTEE DISCUSSION ON 17 FEBRUARY 2006  
ON THE COUNTRY ASSISTANCE PROGRAM EVALUATION FOR UZBEKISTAN 

 
1. It has become a prerequisite—or a best practice—at ADB that before the full Board 
discusses a new country strategy and program (CSP), the Development Effectiveness 
Committee (DEC) is expected to inform the Board on the conclusions of a preceding DEC 
discussion of the country assistance program evaluation (CAPE) covering the previous CSP. 
Thus the DEC met to discuss the CAPE for Uzbekistan in anticipation of full Board discussion of 
the new CSP for Uzbekistan in March 2006. 
 
2. In introducing the CAPE, the management of the Operations Evaluation Department 
(OED) reported that the recent field mission to Uzbekistan to finalize the CAPE had observed 
significant differences of views among donors. They also advised the committee that this CAPE 
turned out to be an insightful case study of the CSP process in general. 
 
3. The management and staff of the East and Central Asia Department said they agreed 
with most of the recommendations in the CAPE though some findings needed further 
substantiation. They were encouraged to note that the assistance program to the education 
sector, which accounted for thirty percent of the portfolio, was considered successful. They 
hoped that given the relatively encouraging assessment, the Government’s expectations on 
ADB assistance would not exceed ADB’s capacity to assist. 
 
4. Individual DEC members emphasized various considerations that they respectively 
thought needed to be further addressed, including: (i) assessment of the sustainability of initial 
positive results in Uzbekistan; (ii) how civil society will be engaged in the future;  
(iii) opportunities for and constraints to regional cooperation; (iv) creating an enabling 
environment for the private sector and, for ADB, considering private sector investment only 
where there was clear market failure; (v) assessment of whether ADB’s “Asian approach” to its 
relationship with a developing member country produced better results than alternative 
approaches, and expanding the concept of an “Asian approach” to fuller consideration of what 
ADB’s strengths are as a development partner; (vi) paying greater attention to funding technical 
assistance (TA) in areas relevant to the Government and focusing on TA results instead of 
reports; (vii) assessment of the impact of corruption; and (viii) differentiating between real 
country ownership of a reform program and an agreement  to a program proposed by ADB. 
 
5. DEC members also reiterated their concern that sufficient time should be planned 
between DEC discussion of a CAPE and preparation of the new CSP so that the latter can 
adequately take into account the DEC’s recommendations. 
 
6. The DEC generally endorsed the five overall recommendations of the CAPE for 
Uzbekistan, as presented on page 69 of the report, with the following qualifications: 
 

(i) with regard to Recommendation 2 on strengthening governance, most DEC 
members agreed with the more integrated approach proposed by Management in 
its response (instead of the “niche approach” recommended in the CAPE). 
Others suggested that while mainstreaming the governance objective across the 
full range of ADB assistance to Uzbekistan was the long term goal, it also 
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required a more strategic approach in the medium term that made governance 
issues a core priority. The DEC recommended that the CSP include presentation 
of a specific results-based strategy for ADB to assist in addressing governance 
problems, including corruption; and 

 
(ii) with regard to Recommendation 4 on avoiding the imposition of ADB-driven 

conditions, the DEC achieved consensus that conditionality may be necessary to 
support required reform, but conditions must be relevant, right, reasonable, and 
within reach of government's capacity to implement. The DEC recommended that 
the CSP elaborate on the planned approach for use of conditionality in ADB 
operations in Uzbekistan. DEC members reiterated the importance of country 
ownership, but also the importance of ADB having strong technical and country 
expertise and coming to its own views about appropriate priorities, policies and 
programs. They believed that the CSP should reflect a genuine shared 
commitment to a joint course of action, rather than either side imposing on the 
other 

 
7. The DEC also recommended that in preparing the CSP for Uzbekistan, consideration be 
given to including in the CSP: 
 

(i) a section explaining specifically how the strategy has been translated into an 
operational program, so that the linkage is clear; and 

 
(ii) a section explaining how lessons learned from past portfolio performance are 

taken into account in the CSP. 
 
8. The DEC recommended that in the CSP for Uzbekistan: (i) an appendix document these 
DEC recommendations; and (ii) an explanation of how DEC's recommendations are taken into 
account in the CSP be provided either as part of the CSP cover memo from Management or, 
preferably, in an introductory section of the CSP itself. 
 
9. The DEC further recommended that the recommendations in paragraphs 7 and 8, 
above, should also apply to all future CSPs in general. 
 

 
Agus Haryanto 
 
Chair  
Development Effectiveness Committee 
 
16 March 2006 
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