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Abstract

Uzbekistan, located in Central Asia, faces environmental challenges such as water scarcity, air
pollution, and the adverse impacts of climate change. In response, the country has adopted a
green economy strategy, which integrates sustainable development principles across its key
sectors. Central to this transition is the effective financing of green projects, including
renewable energy, sustainable agriculture, and eco-friendly infrastructure. This article reviews
the financing mechanisms available in Uzbekistan, including government policies,
international partnerships, and private sector investments.
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Introduction

Uzbekistan is rich in natural resources, but the country faces significant environmental
challenges that threaten its future sustainability. With a population of over 35 million people
and an economy largely dependent on agriculture, water-intensive cotton production, and fossil
fuels, Uzbekistan is vulnerable to the impacts of climate change. Consequently, the government
has embraced a green economy model, which focuses on reducing environmental degradation
while promoting sustainable growth. The success of this transition depends on effective
financing mechanisms to fund projects in renewable energy, sustainable agriculture, and green
infrastructure. This article aims to explore these financing mechanisms and evaluate their role
in Uzbekistan’s green economy.

Uzbekistan’s environmental challenges are significant and multifaceted. Some of the most
pressing issues include:

e Water Scarcity: The country is heavily dependent on irrigation, consuming about 90% of
its water resources for agricultural purposes (United Nations Economic Commission for
Europe, 2020). Uzbekistan is experiencing severe water stress, with water availability per
capita falling to 1,400 cubic meters per year, far below the water scarcity threshold of 1,700
cubic meters (World Bank, 2019). This water scarcity is exacerbated by climate change,
leading to prolonged droughts, which threaten food security and agricultural productivity.

. Air and Water Pollution: The World Health Organization (WHQ) reports that air
pollution in Uzbekistan is among the highest in Central Asia, with particulate matter (PM2.5)
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levels frequently exceeding safe levels. The use of chemical fertilizers and pesticides in

agriculture has led to groundwater contamination, impacting both human health and the

ecosystem (WHO, 2020). The continued reliance on coal and inefficient energy production

exacerbates the situation.

. Climate Change: The country is highly vulnerable to climate change, with the

agricultural sector experiencing increased temperatures, water shortages, and desertification.

Average temperatures in Uzbekistan have risen by 1.2°C over the past 50 years, and projections

indicate that they will continue to rise by 2-3°C by the end of the century (Intergovernmental

Panel on Climate Change [IPCC], 2021). These changes threaten agricultural productivity,
particularly in regions dependent on water-intensive crops like cotton and wheat.
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The shift to a green economy is essential for Uzbekistan to achieve sustainable economic
growth while addressing the environmental challenges it faces. The green economy framework
promotes:

. Sustainable Energy: The development of renewable energy sources such as solar, wind,
and hydropower will reduce dependence on fossil fuels, reduce emissions, and create new
economic opportunities.

Ihttps://www.researchgate.net/figure/nterplay-of-the-environmental-economic-and-social-aspects-of-
sustainable-development_fig2_343666329
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. Sustainable Agriculture: Adopting water-efficient technologies and climate-resilient
agricultural practices will help conserve natural resources and ensure food security.
. Green Infrastructure: Developing eco-friendly urban infrastructure, such as energy-
efficient buildings, green transport systems, and waste-to-energy facilities, is essential to
managing the growing urban population while minimizing environmental impact.
The Uzbek government has made several commitments to transition towards a green economy.
The National Green Economy Transition Strategy (adopted in 2019) sets ambitious targets to
achieve by 2030. The key goals include:
. Renewable Energy: Uzbekistan aims to produce 25% of its electricity from renewable
sources by 2030, with a focus on solar and wind energy (Ministry of Energy, 2020).
Uzbekistan’s solar energy potential is estimated at 52,000 MW, and its wind energy potential
at 5000 MW (World Bank, 2020). To date, Uzbekistan has installed over 1,000 MW of
renewable energy capacity, primarily through solar power plants (Asian Development Bank,
2021).
. Energy Efficiency: The government has implemented energy-saving measures,
including the introduction of energy-efficient standards for buildings and industries. The
Energy Efficiency Improvement Project, co-financed by the World Bank, has been
instrumental in implementing energy-efficient technologies in public buildings and industrial
facilities (World Bank, 2018).
. Sustainable Agriculture: Uzbekistan’s agriculture sector is shifting towards water-
efficient technologies, such as drip irrigation, and the adoption of more climate-resilient crop
varieties. The government is investing in sustainable water management to reduce consumption
and improve crop yields.
State-owned financial institutions have been pivotal in financing Uzbekistan’s green economy:
. Uzbekistan Industrial and Commercial Bank: This bank provides financing for energy-
efficient technologies, including solar power and industrial upgrades. In 2021, the bank issued
over $50 million in green loans to businesses for energy-saving projects (Uzbekistan Industrial
and Commercial Bank, 2021).
. Uzbekistan Fund for Green Economy: The government established this fund to provide
financial support for projects in renewable energy, energy efficiency, and green infrastructure.
The Fund has received $100 million in initial capital and aims to mobilize additional private
sector investments (Ministry of Finance of Uzbekistan, 2021).
The government offers direct subsidies and grants to encourage the adoption of sustainable
practices. For instance:
. Farmers adopting water-efficient irrigation systems, such as drip irrigation, receive
subsidies to cover installation costs. This initiative is part of the Green Agriculture Project,
which has funded over 10,000 hectares of land with water-saving technologies (Food and
Agriculture Organization [FAQ], 2020).
. Companies investing in renewable energy projects are eligible for tax exemptions on
import duties for renewable energy equipment, as well as interest-free loans for the first five
years of operation.
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In 2020, Uzbekistan issued its first green bond to raise funds for renewable energy projects.
The $300 million bond was oversubscribed, signaling strong interest from international
investors in Uzbekistan’s green initiatives. The funds raised are being used to finance the
construction of solar power plants and energy-efficient infrastructure (Bloomberg, 2020).
Uzbekistan has been working closely with international development organizations to secure
financing for green projects:
. World Bank: The World Bank has financed several key green projects in Uzbekistan,
including the Renewable Energy Development Project, which aims to increase the share of
renewable energy in the country’s energy mix. The World Bank provided a $150 million loan
to finance the installation of solar and wind power plants in Uzbekistan (World Bank, 2019).
. Asian Development Bank (ADB): ADB has provided over $200 million in loans for
renewable energy and energy efficiency projects. ADB’s support has also focused on building
the capacity of local financial institutions to evaluate and finance green projects (ADB, 2020).
. European Union (EU): The EU supports green infrastructure projects in Uzbekistan,
focusing on water management, renewable energy, and urban development. EU funding has
also been instrumental in financing sustainable transport and energy-efficient building projects
in Tashkent and other cities (European Commission, 2020).
Uzbekistan has accessed financing from global climate funds to support its green initiatives:
. Green Climate Fund (GCF): Uzbekistan received $50 million in GCF financing to
support the development of renewable energy projects, including wind and solar energy. The
funds are being used to improve the country’s energy infrastructure and promote the transition
to a low-carbon economy (GCF, 2021).
. Global Environmental Facility (GEF): Uzbekistan is eligible for GEF funding, which
supports projects related to biodiversity, climate change, and land degradation. The GEF has
provided funding for sustainable agriculture and water management projects in Uzbekistan’s
rural regions (GEF, 2021).
PPPs have been instrumental in financing large-scale green projects in Uzbekistan:
. Tashkent Solar Power Plant: The $100 million Tashkent solar power plant, a joint
venture between the Uzbek government and international investors, aims to produce 100 MW
of solar energy. The project is expected to reduce the city’s carbon footprint by 200,000 tons
of CO2 annually (Asian Development Bank, 2021).
. Wind Power Projects: The government has partnered with private investors to develop
wind power plants in the Fergana Valley. The first phase of the wind power project, with an
installed capacity of 200 MW, is scheduled to be completed by 2023.
Private investors are increasingly attracted to green projects in Uzbekistan, particularly in the
renewable energy and sustainable agriculture sectors. Impact investors focus on projects that
offer both environmental and financial returns. For example, the Clean Development
Mechanism (CDM) has been used to finance renewable energy projects, with investors
providing capital in exchange for carbon credits.
Uzbekistan’s banking sector is evolving to support green finance. Banks like Asaka Bank and
National Bank of Uzbekistan are offering green loans to businesses that invest in renewable
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energy, energy-efficient buildings, and waste management systems. The government has also
introduced green bonds as an option for financing large-scale green infrastructure projects.
Sustainable agricultural practices are critical for Uzbekistan, where the sector is heavily reliant
on water-intensive crops. The Green Agriculture Project, which has provided financing for over
10,000 hectares of water-efficient farming, is one of the key initiatives. The project focuses on
drip irrigation and the cultivation of drought-resistant crops such as sorghum and millet (FAQ,
2020).
Water management is a crucial component of sustainable agriculture in Uzbekistan, given the
country’s severe water scarcity. The government has implemented several financing programs
to address water efficiency in irrigation, such as:
« The Integrated Water Resources Management (IWRM) Project, funded by the World Bank,
aims to enhance water use efficiency in the agricultural sector by supporting the adoption of
modern irrigation technologies. The project has financed the installation of drip irrigation
systems on over 15,000 hectares of land (World Bank, 2019).
« The Green Belt of Uzbekistan Project is another example of sustainable water management.
It focuses on developing water-efficient agriculture through the use of solar-powered irrigation
systems. This project is being financed through a combination of government funding and
private sector investment, showcasing the importance of public-private partnerships (ADB,
2020).
Uzbekistan’s cotton industry is one of the largest in the world, but it has historically been
associated with heavy water usage and the use of harmful pesticides. The government, in
collaboration with international organizations, has been promoting more sustainable cotton
farming methods. In 2017, a Green Cotton Initiative was launched to support the transition to
more sustainable cotton production. This initiative has provided financial incentives to farmers
who adopt organic farming practices and water-saving technologies. As a result, cotton yields
have increased, while water consumption has been reduced by 25% (FAO, 2020). This shift is
supported by microfinance programs that offer low-interest loans for purchasing organic
fertilizers and irrigation equipment.
Despite the progress made, there are several barriers to financing green projects in Uzbekistan:
One of the main challenges is the lack of awareness and expertise in green finance among local
investors and financial institutions. The green finance market in Uzbekistan is still in its
infancy, and many banks and businesses are unfamiliar with the concepts of sustainable
investment, green bonds, and carbon markets. To overcome this, the government and
international organizations are working on capacity-building programs to educate stakeholders
about the potential of green investments.
While there has been an increase in green financing, access to capital remains limited,
particularly for smaller businesses and projects in rural areas. Many green projects, such as
renewable energy plants or large-scale irrigation projects, require significant upfront capital,
which is often difficult for local businesses to secure. Although international development
institutions provide funding, the loan conditions and interest rates can be prohibitive for some.
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There is a need for more comprehensive regulations and institutional frameworks to support
green finance. While the government has developed a national green economy strategy, the
implementation of specific policies and regulations is still ongoing. There is also a need for
stronger legal protections for investors in green projects, particularly in the renewable energy
and agriculture sectors, to create a more stable and predictable investment environment.
Uzbekistan has undergone significant political and economic reforms in recent years, but there
is still some uncertainty about the long-term stability of policies, particularly regarding foreign
investment. Political and economic instability can discourage foreign investors from financing
green projects, as they may perceive the risks as too high. Clear, consistent policies and
strategies are needed to attract long-term investments in green projects.
One of the most successful green energy projects in Uzbekistan is the Nur Navoi Solar Power
Plant, which is being developed with the help of international financing. The plant, located in
the Navoi region, will have an installed capacity of 100 MW and is expected to generate over
200 GWh of clean electricity annually. The project was financed through a combination of
green bonds and a loan from the Asian Infrastructure Investment Bank (AlIB). The plant is
expected to reduce Uzbekistan’s carbon emissions by more than 150,000 tons annually (Asian
Development Bank, 2020).
The success of this project demonstrates how international financing, coupled with local
expertise, can drive the development of renewable energy projects in Uzbekistan. The project
also sets a model for future investments in the sector, showcasing the viability of solar energy
in the country’s vast desert regions.
The Green Cities Project in Tashkent, supported by the European Union and the World Bank,
aims to promote sustainable urban development in Uzbekistan’s capital city. The project
focuses on energy-efficient infrastructure, such as retrofitting buildings with insulation and
developing green transport systems. One of the most successful elements of this project is the
creation of a green corridor along the Tashkent metro system, where energy-efficient buses and
electric vehicles are used to reduce air pollution.
The financing for this project has been sourced from a mix of public funds and private
investments through public-private partnerships (PPP). The project has not only improved the
quality of life for residents but has also set a precedent for sustainable urban planning in
Uzbekistan.
Uzbekistan’s green economy transition is still in its early stages, but the potential for scaling
up green financing is significant. Several factors can contribute to expanding green financing
in the country:
Uzbekistan has abundant renewable energy resources, especially solar and wind energy, which
can be harnessed to diversify the country’s energy mix. As the country continues to build on
its initial success in renewable energy projects, there is substantial potential to attract private
investments, particularly from international investors who are increasingly interested in
sustainable projects. The government’s goal to increase renewable energy capacity to 25% of
total energy generation by 2030 is an ambitious but achievable target.
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The issuance of green bonds has proven to be an effective mechanism for raising capital for
green projects. Expanding the green bond market in Uzbekistan could provide a sustainable
source of financing for both large and small-scale projects. In addition, Uzbekistan’s
participation in international climate finance mechanisms such as the Green Climate Fund
(GCF) and Global Environment Facility (GEF) will increase opportunities for funding green
projects, particularly in the renewable energy, agriculture, and water management sectors.
Financial institutions in Uzbekistan have an opportunity to develop new green financial
products, such as green savings accounts, loans for energy-efficient home construction, and
insurance for renewable energy projects. These products would appeal to individuals and
businesses looking to align their investments with environmental sustainability. Partnering
with international financial institutions and development organizations to develop these
products could further strengthen the green finance sector.
In order to sustain and scale green financing efforts, Uzbekistan will need to continue to
strengthen its institutional capacity. This includes building the technical expertise within
financial institutions to evaluate and finance green projects, as well as improving the regulatory
environment to support green finance. Providing training for local banks, policymakers, and
business leaders on the potential benefits of green investments will also be critical in fostering
a culture of sustainable finance.
Financing mechanisms for the green economy in Uzbekistan are evolving, with increasing
collaboration between the government, international development organizations, and private
investors. While there are challenges, such as limited access to capital and the need for
improved institutional frameworks, Uzbekistan has made significant strides in creating a
sustainable and resilient green economy. By leveraging green bonds, international finance,
public-private partnerships, and strengthening local financial institutions, Uzbekistan can
continue to scale up its efforts and transition to a more sustainable and prosperous future.
The key to the successful financing of green projects lies in continued collaboration, capacity-
building, and the creation of an enabling environment for green investment. With the right
strategies and financing mechanisms in place, Uzbekistan can become a leader in green
economic development in Central Asia and beyond.
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