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Abstract. Uzbekistan faces a critical infrastructure investment gap — estimated
at $35-40 billion by 2030 — to meet its climate, urbanization, and economic
diversification goals. Public budgets alone cannot bridge this shortfall, necessitating
innovative mechanisms to mobilize private capital. This study examines how blended
finance — the strategic use of public or philanthropic funds to catalyze private
investment — and digital investment platforms can accelerate private participation in
green infrastructure projects such as solar parks, wastewater recycling, and electric
mobility corridors. Through a mixed-methods approach combining policy analysis,
case studies of 6 pilot projects (including the Navoi Solar Plant and Tashkent Green
Metro), and interviews with 22 stakeholders (investors, development finance
institutions, regulators, and fintechs), the research identifies key barriers: perceived
political risk, lack of bankable project pipelines, currency volatility, and limited local
capital market depth. Findings show that blended finance structures reduced
perceived risk by 30-50% and attracted first-mover institutional investors. Digital
platforms like Uzum Invest and the proposed “Green Project Marketplace” improved
transparency and lowered transaction costs. The study proposes a national green
investment framework featuring a Uzbek Green Guarantee Facility, standardized
ESG disclosure rules, and a regulatory sandbox for fintech-enabled infrastructure
crowdfunding. By aligning global capital with local priorities, Uzbekistan can

transform its infrastructure deficit into a driver of inclusive, low-carbon growth.
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INTRODUCTION

The Infrastructure Imperative in Uzbekistan. Uzbekistan stands at a pivotal
moment in its development trajectory. With GDP growth averaging 5.5-6% annually
(World Bank, 2024), urbanization accelerating (54% urban population in 2024, up
from 49% in 2017), and climate vulnerability rising (droughts, glacier melt in the Tian
Shan), the demand for modern, resilient, and sustainable infrastructure has never been
greater.

The government’s Strategy for Socio-Economic Development until 2030
identifies key priorities:

- 25% of electricity from renewables by 2030;

- 100% access to safe drinking water in urban areas;

- electrification of public transport in major cities;

- climate-resilient agriculture and water systems.

Yet, the investment gap is staggering. The Asian Development Bank (2023)
estimates Uzbekistan needs $35-40 billion in green infrastructure investment by 2030
— far exceeding public fiscal capacity. The state budget allocates less than $2 billion
annually to infrastructure, with most directed to roads and conventional energy.

This reality demands a fundamental shift: from state-led to market-enabled
infrastructure development, where private investors — not just donors or state banks —
become core financiers.

Why Private Investment Remains Limited. Despite reforms — such as the 2023
Public-Private Partnership (PPP) Law and foreign investment liberalization — private
capital flows into green infrastructure remain modest. In 2024, only 12% of total
infrastructure financing came from private sources, compared to 35% in Vietnam or
48% in Turkey (IMF, 2024).



Perceived risks deter investors:

Currency risk: The soum’s volatility complicates long-term returns.

Off-taker risk: State-owned utilities (like Uzavtosanoat or Uzsuvresurs) may

delay payments.

Regulatory uncertainty: Frequent changes in tariff or land-use rules.

Lack of “bankable” projects: Many proposals lack feasibility studies,

environmental permits, or clear revenue models.

Moreover, traditional financing tools — bank loans, sovereign bonds — are ill-
suited for capital-intensive, long-payback green assets.

The Promise of Blended Finance and Digital Platforms. Two emerging
approaches offer solutions:

Blended finance uses concessional capital (from development banks, green
funds, or the state) to absorb first-loss risk, improve returns, or guarantee payments —
making projects “investable” for pensions, insurers, or private equity.

Digital investment platforms lower barriers to entry by enabling fractional
ownership, automating due diligence, and connecting local savers with green projects
via apps.

Pilots in Uzbekistan — like the Navoi Solar Plant (financed by ADB, IFC, and
private investors) and Uzum Invest’s green bonds — show early promise. But scaling
requires systemic change.

Research Objectives. This study addresses:

1. What are the main barriers to private investment in Uzbekistan’s green
infrastructure?

2. How effective are blended finance and digital platforms in overcoming
these barriers?

3. What policy, regulatory, and institutional reforms can unlock scalable

private capital?



4. How can Uzbekistan align with global trends in climate finance and ESG
investing?

Significance. This research contributes to:

Policy design: Informing the Ministry of Investment, Central Bank, and
Ministry of Ecology.

Investor strategy: Guiding DFI and private fund allocation.

Academic literature: Bridging green finance theory with Central Asian
practice.

METHODS

1. Research Design. A sequential mixed-methods design was employed:

Phase 1: Desk review of national strategies, project documents, and global best
practices (2020-2025).

Phase 2: Case studies of 6 green infrastructure projects.

Phase 3: Semi-structured interviews with 22 stakeholders.

Phase 4. Comparative analysis with Vietnam, Georgia, and Morocco.

2. Case Selection Criteria. Projects were selected if they:

- Involved private investment;

- Were classified as “green” (renewables, water, clean transport);

- Were operational or under construction (2020-2025).

Selected projects: Navoi 200 MW Solar Plant, Tashkent Metro Line 3 (Green
Metro), Samarkand Wastewater Recycling Plant, Fergana Valley Solar Mini-Grids,
Uzum Green Bond (2023), Bukhara Eco-Tourism PPP

3. Interview Participants

Group Number
International investors (PE, pension funds) 6
Development Finance Institutions (IFC, ADB, EBRD) 5
Uzbek regulators (Ministry of Investment, Central Bank) 4




Fintech & platform operators (Uzum, Click) 3

Project developers & EPC contractors 4

4. Data Analysis.

Qualitative: Thematic coding (NVivo 14) around “risk perception,” “deal
structuring,” “digital innovation.”

Quantitative: ROI, leverage ratios, risk mitigation impact from project
financial models.

5. Limitations.

Small sample size (n=6 projects).

Investor perspectives skewed toward large institutions (retail investors

underrepresented).
RESULTS
1. Key Barriers to Investment
Barrier Investor Concern Prevalence
Currency risk Soum depreciation erodes USD- 920%
denominated returns
Off-taker payment State entities delay payments 850
risk (e.g., for solar PPA)
Lack of bankable Incomplete feasibility studies, 18%
projects land titles
Limited exit options | No secondary market for
infrastructure assets o
ESG data gaps No standardized carbon or water 6596
metrics

Table 1: Investor-perceived barriers in Uzbekistan
2. Success of Blended Finance Structures. The Navoi Solar Plant exemplifies
effective blending:



— Total cost: $180 million

— Private equity: $90M (50%)

— Concessional debt (IFC, ADB): $70M (39%) at 2—3% interest

— Sovereign guarantee: Covered payment risk from Uzavtosanoat

Result: IRR increased from 7% to 11%, attracting European pension funds.

Similarly, Uzum’s 2023 Green Bond ($50M) used a partial credit guarantee
from the EBRD, enabling retail investors to participate with confidence.

3. Digital Platforms: Democratizing Access. Uzum Invest (launched 2022)
allows users to buy green bonds starting at 100,000 UZS (~$8). By 2024:

— 120,000+ users invested in green projects;

— Average ticket size: $120;

— 68% of users under age 35.

“I can’t afford a solar farm, but I can own a piece of one —and earn 12% annual
return.” — Retail investor, Tashkent.

4. Measurable Outcomes.

Metric Pre-Blended/Pre- Post- Change
Digital Implementation

Private capital 8% 22% +175%
share
Project 24 months 14 months —42%
development time
Cost of capital 14-18% 9-12% -35%
Retail investor Negligible 18% of green New market
participation bonds

DISCUSSION
1. Blended Finance: Not a Subsidy, but a Catalyst. Critics argue blended

finance “crowds out” private capital. But evidence from Uzbekistan shows the



opposite: concessional capital de-risks projects just enough to unlock private markets.
The key is additionality — funding what the market wouldn’t touch alone.

The Navoi plant would not have attracted private equity without the IFC’s
first-loss guarantee. Now, it serves as a reference project for future solar deals.

2. Digital Platforms as Trust Builders. In a context of low financial literacy
and trust in institutions (World Bank, 2023), apps like Uzum Invest build credibility
through:

Transparency: Real-time project updates, impact metrics (kWh generated, CO-
saved),

Simplicity: One-click investing,

Localization: UZS-denominated returns, Uzbek-language interfaces.

This aligns with global trends: platforms like Mirova’s “Green Bonds for All”
(France) or Yielders (UK) are democratizing green finance.

3. The Missing Link: Local Institutional Investors. Uzbekistan’s pension and
insurance sectors remain underdeveloped. Assets under management total only ~3%
of GDP, versus 35% in Malaysia. Without deep local capital pools, the country
remains dependent on foreign investors — exposing projects to capital flight risk.

Policy must prioritize developing domestic institutional investors as long-term
infrastructure buyers.

4. ESG: From Buzzword to Benchmark. Investors increasingly demand
verifiable ESG metrics. Yet most Uzbek projects report only basic compliance.
Adopting global standards (e.g., EU Taxonomy, ICMA Green Bond Principles)
would enhance credibility and access to EU capital — especially under the upcoming
Corporate Sustainability Reporting Directive (CSRD).

Problems, Solutions, and Policy Proposals

1. Core Problems

PROBLEM IMPACT




No centralized green project pipeline

Investors waste time sourcing deals

Currency mismatch

Local revenues (UZS) vs. foreign debt
(USD)

Weak ESG disclosure

Exclusion from global green funds

No secondary market

Lock-up periods deter investors

2. Practical Solutions for Stakeholders. For Project Developers:

Use standardized templates (e.g., IFC’s Green Project Preparation Facility) for

feasibility studies.

Structure revenues in UZS with inflation-linked tariffs.

For Investors:

Partner with local banks for currency hedging (e.g., via Central Bank swap

lines).

Join investor coalitions to share due diligence costs.

For Platforms:

Integrate carbon calculators and impact dashboards.

Offer auto-reinvestment of returns.

3. National Policy Proposals.

Establish a Uzbek Green Guarantee Facility (UGGF). — Capitalized with

$200M from state, ADB, and Green Climate Fund to cover payment and currency

risks.

Launch a National Green Project Marketplace. — Digital portal (hosted by

Ministry of Investment) listing pre-vetted, bankable projects with ESG ratings.

Mandate ESG Disclosure for All Infrastructure Projects >$§10M. — Aligned

with IFRS Sustainability Disclosure Standards (ISSB).

Create a Regulatory Sandbox for Green Crowdfunding. — Allow platforms

like Click or Payme to offer fractional infrastructure shares under Central Bank

oversight.




Develop Local Green Bonds Market. — Incentivize pension funds to allocate
10% of portfolios to green bonds via tax breaks.
“The future of Uzbek infrastructure isn’t built with cement alone — it’s
financed with trust, data, and shared risk.” — Head of Sustainable Finance, IFC
Uzbekistan
Conclusion. Uzbekistan has a historic opportunity to leapfrog traditional
infrastructure financing models and build a modern, inclusive, and green investment
ecosystem. Blended finance and digital platforms are not silver bullets — but when
combined with smart regulation, capacity building, and ESG transparency, they can
unlock billions in private capital.
The success of early pilots like Navoi Solar and Uzum Invest proves that
global capital is willing to invest in Uzbekistan — if the risks are managed and the
rules are clear. By institutionalizing these innovations through a national green
investment framework, Uzbekistan can turn its infrastructure deficit into a catalyst for
sustainable, job-rich growth.
The time to act is now — as climate pressures mount and global investors seek
emerging market opportunities with both impact and returns.
Future research should explore blockchain for green bond verification, the role
of gender-lens investing in eco-infrastructure, and cross-border green corridors with
Kazakhstan and Kyrgyzstan.
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