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The infrastructure gap in developing countries is caused by insufficient
public funding as well as an ineffective mechanism for directing private
funding towards the intended goals. To close the infrastructural deficit, the
public-private partnership (PPP) method was developed. However, due to
the lengthy contracts and wide range of stakeholders involved, PPP projects
are frequently vulnerable to financial difficulty or, worse, termination.

Indeed Uzbekistan,
infrastructure needs in order to sustain economic growth and raise the
standard of living for its people. Uzbekistan may contemplate executing
various infrastructure projects, such as those related to transportation,
energy, water management, telecommunications, and other areas.

like many other countries, has substantial
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INTRODUCTION

State funds have been the major source of
infrastructure financing in developing countries but still
cannot meet the estimated infrastructure needs. Due to
fiscal constraints, governments have been turning to
the private sector to build and operate public
infrastructure and led to the use of partnerships
between the public and the private sectors. Public-
private partnership (PPP) is broadly defined as “a long-
term contract between a private party and a
government entity, for providing a public asset or
services, in which the private party bears significant risk
and management responsibility, and remuneration is
linked to performance” (World Bank 2017). PPP
transforms how the public and private sectors
collaborate to deliver public infrastructure and services.
PPP can be an innovative policy tool to improve the
performance of the public sector by reducing
government budgetary constraints through accessing
private capital for infrastructure investments (Jamali
2004).

This paper scrutinizes the regulatory framework
governing the implementation of Public-Private
Partnerships (PPPs) in Uzbekistan's hydropower sector,
conducts a comprehensive project analysis, and
estimates potential risks within the country's
environmental context.

REGULATORI FRAMEWORK AND ALL PPP

PROJECTS OF UZBEKISTAN.
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The enactment of the Law of the Republic of
Uzbekistan on Public-Private Partnership (PPP) in May
2019 signaled a pivotal moment in the country's
infrastructure landscape. This robust regulatory
framework provides the blueprint for implementing PPP
projects across various sectors, emphasizing
transparency, accountability, and risk mitigation. It
delineates the roles and responsibilities of government
agencies, private sector partners, and other
stakeholders, ensuring clarity and coherence in project
execution.

Since the enactment of the PPP law, Uzbekistan has
witnessed a surge in PPP project initiatives aimed at
modernizing infrastructure and stimulating economic
growth. These projects span diverse sectors, including
transportation, energy, water, telecommunications, and
urban development.

The potential benefits of PPPs are many. Realizing
them requires proper planning, execution, and
monitoring. Well-structured PPP projects can deliver
dividends over the long term, but these dividends do
not materialize by themselves—they have to be drawn
out. And even well-structured PPP projects can fail or
require expensive restructuring because of unforeseen
events or the opportunistic behavior of the contracting
parties. More PPP projects will succeed if the country’s
macroeconomic, political, and institutional conditions as
well as project-related factors that can affect project
outcomes are considered (Figure 4). The figure shows
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the causal relationship of these factors, which can affect
one or all project partners and a project's overall
progress. These are not independent of each other, and
their influence on project outcomes is closely
interrelated.

Augmenting Uzbekistan's PPP efforts is the
establishment of the Department of Public-Private
Partnership Management within the Ministry of Finance
and Economy. This dedicated entity serves as a focal
point for PPP coordination, policy formulation, and
capacity-building initiatives. By providing strategic
oversight and technical expertise, the department
facilitates the efficient implementation of PPP projects,
ensuring alignment with national development priorities
and international best practices.

As of the latest update, Uzbekistan is actively
advancing 596 projects registered under the Public-
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Private Partnership (PPP) framework, with a cumulative
value reaching 2,802,445 million soums. These projects
span various sectors and hold significant potential for
driving  economic growth and infrastructure
development across the country.

HYDRO POWER STRATEGY OF UZBEKISTAN BY
2030.

In the hydropower sector, "Uzbekhydroenergo" JSC
serves as the public entity responsible for implementing
new hydroelectric power stations and overseeing the
regulation of all hydropower plants (HPPs) throughout
Uzbekistan.

In accordance with Presidential Decree PQ-104 "On
measures to further reform the hydropower sector"
issued on March 30, 2023. More than 70 prospective
projects are scheduled to be implemented by 2030.

Figure 1: Hydropower Strategy by 2030 (Yearly Capacity Increase)
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Risk Factors in Public-Private Partnership Project Implementation in the environment of Uzbekistan in
hydropower sector
Implementing PPP projects in the hydropower sector involves various risks that need to be carefully assessed and
managed to ensure project success. Some of the key risk factors associated with PPP projects in the hydropower sector
include Political and Regulatory Risks, Environmental and Social Risks, Technical Risks, Financial Risks, Market Risks,
Operational Risks, Legal and Contractual Risks, Community Relations Risks, Technology Risks.
Figure 2: Factors Affecting PPP Project Outcomes

MDB = multilateral development bank, PPP = public-private partnership. Source: Authors.
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RECOMMENDATIONS FOR THE SUCCESS OF
UZBEKISTAN'S PPP PROJECTS IN HYDROPOWER
PROJECTS.

In the hydro power sector, the selling tariff in
Uzbekistan is 501 so'm or 3.9 US cents for 1 kWh, which
is significantly lower compared to the average global
tariff of 11.8 US cents. This low selling price has a
negative impact on project returns. Metrics such as
Internal Rate of Return (IRR), Net Present Value (NPV),
and Payback Periods indicate to investors that the
returns on investment will be minimal. Therefore, I
recommend that Uzbekistan establish a free market for
energy to allow for more competitive pricing.

Furthermore, Uzbekistan could implement green
tariffs, where consumers voluntarily pay more to
support renewable energy initiatives. This could
increase the volume of renewable energy produced in
the country. Additionally, Uzbekhydroenergo has
established a green certification program under
Presidential Decree PD-104. In PPP projects, it should
be mandated that investors have the opportunity to
generate revenue not only by selling electricity but also
by selling green certifications.
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