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EXISTING PROBLEMS OF THE SUSTAINABLE
FINANCING SYSTEM IN UZBEKISTAN: A
DIAGNOSTIC ANALYSIS

Akhmedova Shokhistakhon
Project assistant, Asian Development Bank Uzbekistan Resident Mission
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Abstract. This article examines the main constraints on sustainable financing in Uzbekistan using a six-block concep-
tual framework and problem-tree analysis. The diagnostic findings indicate limited domestic sustainable-bond issuance,
potential regulatory and coordination gaps, underdeveloped verification services, a narrow institutional investor base,
and relatively high financing costs. A levelised-cost-of-electricity simulation shows that increasing the discount rate from
6 to 14 percent raises solar and wind generation costs by approximately 72 and 69 percent, respectively, demonstrating
their sensitivity to financing conditions. The priority assessment distinguishes short-term measures, including regulatory
clarification, improved reporting and project preparation, from structural reforms requiring sustained capital-market devel-
opment. The article proposes a structured diagnostic framework for sequencing reforms and emphasizes the need for
further empirical and multi-expert validation.

Keywords: sustainable financing; problem tree; green taxonomy; levelised cost of electricity; institutional infrastructure;
priority matrix; closed loop; Uzbekistan

Annotatsiya. Ushbu magolada O‘zbekistonda bargaror moliyalashtirishning asosiy cheklovlari olti blokli konseptual asos
va muammolar daraxti tahlili yordamida o‘rganilgan. Natijalarda ichki barqaror obligatsiyalar emissiyasining cheklan-
ganligi, tartibga solish va muvofiglashtirishdagi bo‘shliglar, verifikatsiya xizmatlarining yetarli darajada rivojlanmaganligi,
institutsional investorlar bazasining torligi va moliyalashtirish xarajatlarining yuqoriligi aniglangan. Elektr energiyasining
me’yorlashtiriigan giymati bo'yicha simulyatsiya diskont stavkasining 6 foizdan 14 foizgacha oshirilishi quyosh va shamol
energiyasi ishlab chiqarish xarajatlarini mos ravishda taxminan 72 va 69 foizga oshirishini ko‘rsatadi, bu esa ularning
moliyalashtirish sharoitlariga sezgirligini namoyon etadi. Ustuvorlikni baholash tartibga solishni aniglashtirish, hisobot
yuritishni yaxshilash va loyihalarni tayyorlash kabi gisqa muddatli choralarni kapital bozorini izchil rivojlantirishni talab qil-
adigan tarkibiy islohotlardan ajratadi. Magolada islohotlarni ketma-ket amalga oshirish uchun tuzilmaviy diagnostik asos
taklif etilib, go‘shimcha empirik va ko‘p ekspertli tasdiglash zarurligi ta’kidlanadi.

Kalit so‘zlar: barqaror moliyalashtirish; muammolar daraxti; yashil taksonomiya; elektr energiyasining me’yorlashtiriigan
giymati; institutsional infratuzilma; ustuvorlik matritsasi; yopiq sikl; O‘zbekiston

AHHOTauusa. B cratbe ncenenyrTca OCHOBHble OrpaHuyeHus yCTOVI‘-II/IBOFO (MHaAHCMPOBaHNSA B Y3b6ekncrtaHe c
MCMONb30BaHNEM LUECTUOMOYHOM KOHueﬂTyaﬂbHOﬁ OCHOBblI U aHanun3a gepesa np06neM. B pes3ynbTaTte BblABIIEHDbI
OrpaHnYeHHbIN 006BLEM BbilNyCKa BHYTPEHHUX yCTOW—MBbIX obnurauuin, npo6enb| B perynuposaHnmn un kKoopaunHauuu,
HegoCcTaTo4YHaA pa3BUTOCTb yCnyr Bepudukaumm, y3Kas basa MHCTUTYUMOHaNbHbIX NHBECTOPOB M BblCOKaA CTOMMOCTb
durHaHcMpoBaHusa. MogenupoBaHue NpuMBeLEHHON CTOMMOCTU SNEKTPOIHEPIUM NOKa3bIBAET, YTO yBenun4yeHmne CcTtaBKU
[OMCKOHTUPOBaHKS € 6 40 14 NpOLEHTOB NOBbILLAET CTOMMOCTb NPOU3BOACTBA COSTHEYHOWN 1 BETPOBOW 3HEPTUN MPUMEPHO
Ha 72 1 69 NpoLEeHTOB COOTBETCTBEHHO, YTO AOEMOHCTPUpyeT X 4yBCTBUTENBbHOCTb K YCITOBUAM durHaHcmpoBaHus. OueHka
NPpUopUTETOB NO3BONAET OTAENIUTL KPAaTKOCPOYHbIE MePbI, BKIOYaa YTOYHEHUE perynnpoBaHua, ynydlleHne OTYETHOCTU
N NOAroTOBKY MPOEKTOB, OT CTPYKTYPHbIX pedopm, Tpe6y|0u.|,1/|x nocrneaoBaTenbHOr0 PasBUTUSA pblHKa Kanutana. B
CTaTbe npeanaraeTca CTPYKTypupoBaHHaa AMarHocTtn4eckada oCHoBa OJ1d nocrnenoBsaTesibHOro ocyuecTBineHuns pecdopm
1 NogYEpKMBaeTcs HeobxoAMMOCTb AanbHenLwen AMMMPUYECKON N MHOFOSKCMEPTHON Banuaauuu.

KnouyeBble crioBa: yCTONYMBOE (hMHAaHCUMPOBaHWE; AePeBO Npobnem; 3enéHas TakCOHOMUS; MpPYBEAEHHAs CTOMMOCTb
3MEKTPOSHEPTUM; MHCTUTYLIMOHANbHAS MH(PACTPYKTypa; MaTpuLia NPUOPUTETOB; 3aMKHYTbIN LMKI; Y36eKncTaH

INTRODUCTION

Uzbekistan’s engagement with sustainable financing has produced a visible international track record: a
sovereign SDG bond in 2021, a sovereign green Eurobond in 2023, and a series of subsequent sovereign and
bank issuances brought cumulative sustainable-bond placements by national issuers to approximately USD
2.9 billion between 2021 and 2025 [3]. Over the same period, the share of renewable sources in electricity
generation reached 19.4 percent in 2025, and a national green taxonomy was adopted on a pilot basis in 2023.
Yet this external track record has not translated into a functioning domestic sustainable financial instruments
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market: the first and, to date, largest domestic green bond issuance - UZS 50 billion (approximately USD 4
million) placed by the Mortgage Refinancing Company in September 2024 — amounts to only about 0.1 percent
of the volume national issuers have placed internationally [2]. This asymmetry between external achievements
and the limited development of the domestic market may reflect a set of interconnected structural constraints
that this article seeks to identify, classify, and rank.

Diagnosing these problems systematically matters for a specific policy reason: without a clear map of
which problems are root causes and which are consequences, which mechanism blocks are affected, and
which problems can realistically be addressed in the short term versus which require sustained structural
reform, a national strategy risks addressing symptoms - for example, encouraging a further large sovereign
issuance - while leaving the underlying causes of the domestic market’s absence untouched. The purpose of
this article is therefore to provide a rigorous, replicable diagnostic of the problems constraining Uzbekistan’s
sustainable financing system: to classify them according to the mechanism block in which they originate, to
trace their causal relationship to a single central problem using the “problem tree” method, to quantify the
economic cost of one specific problem - the elevated domestic cost of capital - through a levelised-cost-of-
electricity simulation, and to rank the identified problems by impact and short-term solvability so that reform
efforts can be sequenced rather than dispersed.

LITERATURE REVIEW

The literature on barriers to sustainable-finance market development in emerging economies converges on
several recurring frictions that this article’s diagnostic draws upon. First, on the economic rationale for market
intervention, Pigou’s welfare-economics account of externalities [25] and its climate-economics extensions by
Stern [26] and Nordhaus [27] establish why environmental and social costs are systematically under-priced
by markets left to themselves - the theoretical starting point for asking why a country’s financial system might
under-supply green investment even when real-sector transformation (Uzbekistan’s renewable-generation
growth) is proceeding. Second, on the instrument-level economics of sustainable debt, Zerbib’s evidence of a
modest “greenium” [29] and Flammer’s finding that certification and independent verification, rather than the
green label alone, drive the positive market reaction to green bond issuance [30] together imply that a market
lacking verification infrastructure - precisely Uzbekistan’s condition, as this article documents - cannot capture
the pricing benefit that would otherwise reward sustainable issuance and thereby catalyze further supply.

Third, on financial-stability and prudential dimensions, Carney’s account of the “tragedy of the horizon”
[31] and the Bank for International Settlements’ “green swan” analysis [32] frame climate risk as a source of
systemic risk requiring central bank and prudential attention - a framing subsequently formalized in the Basel
Committee’s 2022 principles for managing climate-related financial risk [11], against which this article’s finding
of an absent prudential regime in Uzbekistan can be benchmarked. Fourth, Fatemi and Fooladi’'s account
of sustainable finance as an emerging paradigm [28], together with Schoenmaker and Schramade [33] and
Migliorelli [34], provide integrated frameworks for what a functioning sustainable-finance system requires -
taxonomy, disclosure, verification, and incentive layers operating together - which this article’s six-block
mechanism model operationalizes for the specific case of problem diagnosis rather than market design. Fifth,
on emerging-market-specific frictions, Friede, Busch and Bassen’s aggregation of more than 2,000 empirical
studies on the ESG—financial-performance relationship [35] and Bolton and Kacperczyk’s finding that carbon
risk is priced through required returns [36] together suggest that where disclosure and verification are absent -
as this article finds for Uzbekistan - investors cannot price sustainability-related risk and return at all, removing
a channel through which market discipline might otherwise operate.

On developing-country experience specifically, the literature remains comparatively thin, and prior
treatments of Uzbekistan’s own financial-market development have generally examined green-economy
financing questions in isolation — taxonomy design, or a single bond issuance - rather than as a systemically
interconnected mechanism whose regulatory, institutional, instrument, subject, method and information-related
problems reinforce one another. This article’s contribution is precisely that systemic, causally structured
diagnosis, using the problem-tree method to make explicit the causal chain from six mechanism-block-level
root causes to a single, quantifiable central problem, and a replicable priority-scoring exercise to convert the
diagnosis into an actionable sequencing logic.

RESEARCH METHODOLOGY

The analysis proceeds in four steps, using the six-block conceptual model of the sustainable financing
mechanism - regulatory foundation, institutional infrastructure, financial instruments, subjects, methods, and
objects/information — developed in the author’s broader dissertation research [21] as its organizing framework.

https://ist-journal.uz t.me/scupus_IST2100 @
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First, problems are classified by the mechanism block in which they originate, drawing on primary sources
including Uzbekistan’s securities-market legislation, the national green taxonomy documentation, Central Bank
policy-rate releases, and international benchmarking data (OECD, IRENA, ICMA, ADB). Second, the “problem
tree” method is applied to distinguish a single central problem from its root causes (organized by mechanism
block) and its economic consequences, following standard development-policy diagnostic practice. Third, a
levelised cost of electricity (LCOE) model quantifies the economic cost of one root cause — an elevated domestic
cost of capital - by simulating the effect of discount-rate changes (6, 10, 14 and 18 percent) on the levelised cost
of a representative 100 MW solar photovoltaic plant and a representative onshore wind plant, using IRENA's
global average benchmark capital costs (USD 758/kW for solar, USD 1,160/kW for wind), capacity factors (22
and 35 percent respectively), annual operating costs (1.5 and 2.0 percent of capital cost respectively) and a
25-year operating life [6], following the standard formula:

LCOE = (I x CRF + O) / E, where CRF = r(1+r)/ ((1+r)» — 1).

Fourth, the ten identified problems are assessed using two analytical scoring criteria — impact on the
sustainable financing system and short-term solvability — each measured on a 1-5 scale - impact on the
sustainable financing system, and short-term solvability - each on a 1-5 scale, drawing on the comparative
international evidence, existing legal and institutional conditions, and the budgetary and time resources
realistically required to address each problem, and plotted on a two-dimensional priority matrix to identify
quick-win, strategic-priority, medium-priority and lower-priority problem clusters.

ANALYSIS AND RESULTS

The central problem and its causal structure

Applying the problem-tree method to Uzbekistan’s sustainable financing system identifies a single central
problem: the national financial system does not yet fully meet the country’s domestic green-investment financing
needs from internal resources, and sustainable-project financing therefore remains substantially reliant on
foreign investors and international financial institutions. This central problem is not a statement about the
absence of green investment activity — the share of renewable sources in electricity generation reached 19.4
percent in 2025, reflecting substantial real-sector transformation — but about the source of the capital financing
that transformation, which remains overwhelmingly external and foreign-currency-denominated rather than
domestic and sum-denominated.

Sustainable financing in Uzbekistan

DIAGNOSTIC MAP OF CONSTRAINTS AND CONSEQUENCES

POTENTIAL CONSEQUENCES

Financing imbalance Higher financing costs Market integrity risks
Limited domestic participation Mere expensive capital Greenwashing and
in financing green investment for sustainable projects reputational exposure

Regulatory foundation Market participants

Gaps in regulatory coverage Limited institutional investors
and implementation and issuer diversification
CENTRAL FINANCING CONSTRAINT

Limited mobilisation
of domestic capital
for green investment \ Methods and incentives

124 Institutional
infrastructure

Limited verification capacity, P ~
data and coordination Continued reliance on external funding

\

Limited targeted incentives;
energy-price distortions

Projects and
information

Shallow domestic bond market Insufficient eligible-project
and costly long-term finance pipeline and impact data

Financial instruments

Conceptual diagnosis « Links represent proposed mechanisms, nol estimated causal effects

Source: author’s construction, based on the diagnostic analysis developed in the author’s dissertation research [21].
Figure 1. Problem tree: causal structure of Uzbekistan’s sustainable financing system problems

As Figure 1 shows, the central problem is fed by six categories of root cause, one per mechanism block, and
in turn produces three principal economic consequences: an external—internal mismatch between the country’s
international issuance record and its negligible domestic market; an elevated cost of capital that specifically
penalizes capital-intensive green projects; and a growing exposure to “greenwashing” and reputational risk
as the market expands without commensurate verification and disclosure safeguards. Each root cause is
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examined in turn below.

Regulatory foundation problems. Although Uzbekistan has adopted a strategic and programmatic foundation
for sustainable financing - the 2019 strategy for transition to a green economy, the 2023 “Uzbekistan-2030”
strategy, the 2022 resolution on accelerating green-economy reforms, and a national green taxonomy [22][23]
[24] - most of these documents are programmatic instruments that set goals and tasks rather than binding
legal norms. Securities-market legislation does not define the legal status of green, social, sustainable and
sustainability-linked bonds as these instruments are defined under ICMA’'s Principles [12][13][14][15], the
conditions for their issuance, the requirements for a framework document and external review, or issuer liability
for misuse of proceeds. Under the current regulatory framework, where certain requirements for sustainable
financial instruments are not yet comprehensively defined, issuers may need to develop individual approaches
with the support of international advisors, potentially increasing issuance costs and reducing instrument
comparability for investors.

The national green taxonomy, introduced on a pilot basis in 2023, is not linked to the financial system or
the banking sector. Where the European Union’s taxonomy [17] serves as a single foundation for corporate
reporting, fund classification, banks’ “green asset ratio,” and bond standards, in Uzbekistan the taxonomy’s
application is not connected to any mandatory reporting or incentive mechanism for financial institutions. As
a result, in the absence of mandatory links to reporting and incentive mechanisms, the taxonomy currently
appears to perform primarily an advisory function within the financial system. Regulatory barriers also constrain
the potential issuer base: under the Budget Code, local government authorities are prohibited from issuing debt
securities, even though regional budgets account for 56 percent of total government expenditure and a large
share of green infrastructure projects - water supply, waste management, public transport — are implemented
precisely at the regional level; representatives of the Tashkent city administration have themselves noted the
absence of a mechanism for obtaining Ministry of Finance guarantees for municipal bond issuance and the
need for further legal change [1]. By comparison, Kazakhstan’s Budget Code has since 2016 granted fourteen
regional administrations the right to issue bonds under the strict oversight of the Ministry of Finance [1]. In
addition, the absence of a legal basis for Islamic finance instruments restricts the use of green sukuk [16] and
the mobilization of funds from Islamic finance institutions in the Gulf and Southeast Asia. Finally, a legal gap
in disclosure requirements compounds these problems: Uzbekistan has no single corporate sustainability-
reporting standard comparable to the European Union’s Corporate Sustainability Reporting Directive [18] and
no mandatory ESG disclosure requirement for listed companies and banks, unlike India, where BRSR reporting
has been mandatory for the largest 1,000 companies since the 2022—-2023 financial year [8], or China, Japan
and the Republic of Korea [20], which are phasing in national requirements aligned with ISSB standards [19].

Institutional infrastructure problems. The necessary infrastructural elements of a sustainable-financing
market - external verifiers, ESG rating agencies, sustainable-finance databases and specialized advisory firms
- have not developed in Uzbekistan. Among the 48 external reviewers registered under ICMA’s guidance, none
is an Uzbekistani institution [7]. When the Mortgage Refinancing Company placed the country’s first domestic
green bond (UZS 50 billion) on the “Tashkent” Republic Stock Exchange in September 2024, external review
was carried out by the Green Finance Centre at Kazakhstan’s Astana International Financial Centre rather
than by any domestic provider [2], indicating that national issuers currently rely to a considerable extent on
foreign institutions for external verification services. Institutional coordination is similarly fragmented: authority
over sustainable financing is distributed across the Ministry of Economy and Finance (public debt, sovereign
bonds, capital markets), the Central Bank (the banking system, monetary policy), the Ministry of Ecology,
Environmental Protection and Climate Change (environmental policy, the MRV system), the Ministry of Energy
(renewable energy) and other agencies, with no single inter-agency coordinating mechanism, shared data
platform, or monitoring-indicator system, so that reporting on sovereign bonds, green-lending statistics, and
emissions monitoring is conducted independently and without cross-referencing.

Financial instruments and market problems. The limited depth of the national capital market represents one
of the major constraints on the development of sustainable financial instruments. According to the OECD, the
corporate bond market represents less than 0.2 percent of GDP, and the absence of a long-term government-
securities yield curve complicates the pricing of corporate bonds [3]. Domestic sustainable-bond issuance is
correspondingly minimal: the UZS 50 billion (approximately USD 4 million) first domestic green bond issuance
in 2024 amounted to only about 0.1 percent of the roughly USD 2.9 billion in GSS bonds national issuers had
placed on international markets. The Asian Development Bank’s 2025 placement of a UZS 312 billion domestic
social bond supporting women’s entrepreneurship does, however, demonstrate that international institutions
are prepared to help establish a domestic pricing benchmark [4].

At the center of the instrument-related problems lies the elevated cost of capital. The Central Bank’s
policy rate stood at 14 percent as of July 2026, against annual inflation of 6.4 percent in June 2026 [5], while
sum-denominated tranches of sovereign international bonds carried yields of 14.0-16.25 percent over 2020-
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2025. Under such conditions, the relatively high cost of long-term domestic-currency financing may reduce the
economic attractiveness and financial viability of capital-intensive sustainable projects.

Table 1. Effect of the cost of capital on the levelised cost of electricity of renewable-energy projects, USD/MWh

Cost of capital (r), % Solar PV Change vs. 6%, % Onshore wind Change vs. 6%, %
6 36.7 - 37.2 -

10 49.2 +34.1 49.2 +32.3

14 63.1 +71.9 62.6 +68.3

18 77.8 +112.0 76.8 +106.5

Source: author’s calculation based on IRENA (2024) benchmark cost data [6].
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Source: based on Table 1.
Figure 2. Sensitivity of the levelised cost of electricity to the cost of capital, solar PV and onshore wind

Table 1 and Figure 2 show that, holding all other conditions constant, raising the cost of capital from 6 to
14 percent increases the levelised cost of electricity of a solar plant from USD 36.7 to USD 63.1 per MWh - a
72 percent increase - and of a wind plant by 68 percent; at 18 percent, the cost of electricity more than doubles.
These simulation results indicate that financing conditions can be a major determinant of renewable-energy
project costs, particularly when other technological and operating parameters are held constant. The record-low
tariffs achieved by Uzbekistan’s largest solar plants - the 100 MW Nur Navoi solar plant, for example, at 2.679
US cents/kWh - were supported by favourable long-term financing conditions involving international financial
institutions and sovereign support, which is consistent with the importance of financing conditions identified
in the simulation. It follows that financing green projects on competitive terms from domestic resources,
under prevailing domestic-currency interest rates, requires dedicated cost-of-capital-reducing mechanisms -
guarantees, subsidies, concessional refinancing, and a “green premium”.

Problems related to the subjects of the mechanism. On the demand side, the principal problem is the limited
presence of long-term institutional investors. Insurance companies’ liabilities average only twelve months in
duration, while accumulated pension-system assets are invested predominantly in government securities and
bank deposits rather than in longer-dated instruments; as a result, 92 percent of the sovereign SDG bond
issued in 2021 was purchased by foreign asset-management companies. On the supply side, although state-
owned enterprises account for roughly half of economic activity and 80 percent of state investment in renewable
energy, energy efficiency and water-management sectors critical to the green economy, the international bonds
they have issued (by “UzAuto Motors” and “Uzbekneftegaz”) have been directed toward purposes unrelated to
green transformation - suggesting that the sustainable-financing potential of state-owned enterprises has not
yet been fully realised. On the issuer side more broadly, the pool of issuers remains confined to the state, state-
owned banks and state-owned enterprises, with private companies - and small and medium-sized enterprises
in particular - making almost no use of sustainable financing instruments.

Arelated problem at the level of the banking sector itself is insufficient internal capacity for green financing.
While large state banks have developed sustainable-financing framework documents for international issuances,
environmental and social risk-assessment systems, specialized green-lending units, and relevant professional
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capacity appear to be less developed among some medium and small banks. Furthermore, because the Central
Bank has not established prudential requirements for banks to manage climate-related risk, the systematic
incorporation of climate-related physical and transition risks into bank credit-risk assessment remains at an
early stage of development.

Problems related to methods and incentives. Every country examined in comparative international research
on these subjects employs direct state instruments to encourage sustainable financing - tax credits (United
States), subsidized issuance costs (Japan), interest subsidies (Republic of Korea), concessional refinancing
(China) [9], and a green-deposit regime (India) [10]. In Uzbekistan, by contrast, no special tax incentives for green
bonds and loans, no interest or verification-cost subsidies, and no central bank targeted refinancing instrument
have yet been introduced. At the same time, subsidies provided to energy resources — equivalent, by OECD
estimates, to 19.3 percent of GDP in 2021 — lengthen the payback period of energy-efficiency projects and
reduce their commercial attractiveness, which may reduce the commercial attractiveness of energy-efficiency
projects and create additional challenges for sustainable-finance market development.

Problems related to objects and information. An inadequate pipeline of technically and economically
justified projects verified against taxonomy criteria constitutes an important further problem. As of December
2023, only 76.5 percent of sovereign green bond proceeds had been allocated, against a two-year allocation
window, suggesting that further strengthening of the pipeline of eligible projects could help improve the
alignment between project preparation and capital mobilisation. In addition, impact reports do not quantify final
outcome indicators such as avoided greenhouse-gas emissions, making it difficult for investors to assess the
genuine environmental effectiveness of the funds deployed. A further constraint on the system’s development
is a shortage of human capital: developing green bond framework documents, assessing projects’ taxonomy
alignment, modelling climate risk, and calculating impact indicators all require specialists who combine
financial, environmental and engineering expertise, and the further development of specialized sustainable-
finance training programmes and internationally certified professional capacity could reduce the need for
external advisory support and strengthen domestic expertise; certification programs in sustainable bonds and
ESG investing offered by organizations such as ICMA and the CFA Institute could be an effective means of
addressing this gap.

Even though the market remains small at present, early attention to “greenwashing” risk is important.
International experience shows that a single serious controversy involving an issuance that obtained “green”
status on the basis of unclear criteria can undermine investor confidence in an entire national market: in a
2022 European Union survey, 84 percent of 168 companies, investors and rating agencies assessed the ESG
market as prone to greenwashing risk, and more than 80 percent stated that government regulation of the
area was needed [ICMA training materials, 7]. As Uzbekistan’s sustainable-finance market gradually develops,
strengthening legal norms, independent verification, and reporting requirements could help limit potential
exposure to greenwashing risk.

Table 2. Classification of the main problems of Uzbekistan’s sustainable financing system

No. | Mechanism block Manifestation of the problem Economic consequence
1 Regulatory foundation | Absence of binding norms directly Higher issuance costs, lower
regulating GSS bonds and green loans; comparability of instruments,
taxonomy not linked to the financial greenwashing risk
system
2 Regulatory foundation | Absence of mandatory sustainability- Information barrier for international
disclosure requirements ESG investors; rating and
assessment difficulties
3 Institutional Absence of national verifiers, ESG rating Dependence on foreign services; high
infrastructure agencies and a data platform fixed costs for small issuances
4 Institutional Fragmented authority; insufficient inter- Inconsistent policy; disconnected
infrastructure agency coordination data
5 Financial instruments Narrow domestic bond market; no long- Sustainable bonds directed almost
term yield curve entirely to international markets;

currency risk

6 Financial instruments Elevated domestic-currency cost of capital | Levelised cost of electricity in green
(policy rate 14%) projects rises 70% or more

7 Subjects Limited long-term institutional investors Low domestic demand; difficulty
placing long-term instruments
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8 Subjects Limited private-sector and SME Sustainable financing remains
participation; insufficient bank ESG confined to the state sector
capacity

9 Methods Absence of incentive instruments; Reduced commercial attractiveness
persistence of energy subsidies of green projects

10 | Objects and Inadequate eligible-project pipeline; Delayed fund allocation; declining

information outcome indicators not quantified investor confidence

Source: author’s construction, based on the diagnostic classification developed in the author’s dissertation
research [21].

Priority assessment of identified problems. Given resource constraints, measures to address the identified
problems must be prioritized. An expert-scoring exercise assessed each of the ten problems in Table 2 along
two dimensions — its impact on the sustainable financing system, and its short-term solvability - each on a 1-to-5
scale, drawing on the international comparative evidence, existing legal and institutional conditions, and the
budgetary and time resources realistically required for resolution.

Priority matrix of sustainable financing constraints

STRATEGIC PRIORITIES QUICK WINS
5 1 High impact - Low solvability High impact - High solvability
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Source: author’s analytical scoring assessment. Numbers correspond to the problem numbering in Table 2.

Figure 3. Priority matrix of Uzbekistan’s sustainable financing system problems, by impact and short-term solvability

The matrix in Figure 3 groups the ten problems into four clusters. The first cluster - “quick wins” (high impact,
high short-term solvability) — comprises the absence of GSS bond regulation (1), institutional fragmentation (4),
the absence of incentive instruments (9), and the inadequate project pipeline and impact-reporting problems
(10); these can realistically be addressed within one to two years through the adoption of regulatory instruments
and better use of existing institutions. The second cluster - “strategic priorities” (high impact, low short-term
solvability) — comprises the narrowness of the domestic bond market (5), the elevated cost of capital (6),
and the limited presence of institutional investors (7); these problems are tied to macroeconomic conditions
and structural financial-system reform and require a sustained, multi-year policy effort. The third cluster
comprises medium-impact, medium-solvability problems - disclosure requirements (2) and national verification
infrastructure (3). The fourth cluster comprises problems related to private-sector and bank capacity (8), which
are expected to resolve progressively as the other problems are addressed.

Analysis of the interdependence among these problems shows that they form a self-reinforcing “closed
loop”: because domestic demand for sustainable bonds is low, issuers turn to international markets; because
mainly large state issuers can participate in international markets, the private sector and smaller issuers
remain excluded from the market; because the number of issuances is small, national verification and rating
infrastructure cannot become economically viable; and the absence of that infrastructure raises the cost of
domestic issuance, further reducing the number of issuances. Addressing this self-reinforcing cycle may require
a more active coordinating and market-supporting role for the state and the Central Bank during the market’s
formative stage — that is, including, where appropriate, serving as an “anchor” issuer or supporting investor to
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facilitate market formation during its initial stage, together with the introduction of incentive instruments. This
conclusion forms the methodological foundation for the market-development strategy proposed in the author’s
companion research [21].

CONCLUSION AND SUGGESTIONS

This article provides a systematic diagnostic of the main constraints on Uzbekistan’s sustainable financing
system using a six-block mechanism model, problem-tree analysis, an LCOE simulation, and expert priority
scoring.

The findings suggest that, under current conditions, domestic financial resources do not yet fully meet the
financing requirements associated with green investment, despite substantial progress in renewable-energy
development and international sustainable-bond issuance. The main constraints are concentrated in the
regulatory and financial-instrument blocks, including the absence of binding GSS bond rules, limited domestic
capital-market depth, high financing costs, and institutional infrastructure that requires further development.

The LCOE simulation indicates that increasing the cost of capital from 6 to 14 percent raises solar and wind
generation costs by 72 and 68 percent, respectively, highlighting the strong sensitivity of renewable-energy
projects to financing conditions. The identified problems also form a self-reinforcing closed loop involving low
domestic demand, a narrow issuer base, limited issuance, and underdeveloped verification infrastructure.

The priority assessment identifies regulatory clarification, institutional coordination, incentive instruments,
and project preparation as relatively short-term measures, while capital-market development, reduction of
financing costs, and expansion of the institutional investor base require sustained structural reform. The state
and Central Bank may therefore play an important anchor role during the market’s formative stage.

Future research should validate the priority ranking through multi-expert assessment and extend the
quantitative analysis to additional renewable-energy and energy-efficiency projects.
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