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Executive summary

A.

1.

Background

In line ReswsedtFM® EvalPwdtliagnd as apprnthExdckchy i ve
Board, the Independent odf flikAD BD)f v Enwddrutacddkont he fir
countsty ateggprogramwal uati oni f CGPIE¢ KkThet amai n
objectives of the CSPE are to: (i) assess the resu
str atdeugryitnhge per i e2d0 2200;11and (i i) generate findings

recommendati ons for the future partnership between
Uzbekistannted dekal opment effectiveness and rural
The findings, |l essons and recommendations from thi

preparati on ofuntthtey anteagp ar t urpr bgeam@OSOR n
2022.

The scope of the CSPE wahse dceofnitneexdd wift htikle9 ongoi ng
pandenihe. CSPE covered the three projectdhecompri sin
Horticulture Support Project (HSP), tPReopacty Valu
(DVCDP) and the Agriculture DivePsof@e&BMPHEP and Mo
i $he only closed @mperndaondmas nsathle it was assessed
dedi catdeadp tphno ] @wet f or mawmaleuati on (PPE), the findings
i nformed the CSPE. The ot her .ADMPeptraonmee cetfgfeeacita ongo

January a2a@l19 hernefsore alwadbi mni Dgdpite the | imitati ol
posed by t he,npaxnedde mect hods were applied for data c
virtual meetings and fielfdbtryvi ashgpedmdl whivchgal l owed

conaelinms

Country context and | FAD's strategy and oj
CSPE period

Country back@wrzdbekdbBBasanundergone a significant pol.
economiransi trioamncentrally planned etbasemy, omn@ a mar k
foll oiwhachgpendencef bdbrommrt Beviet UnionThipsrdAecgegsst 199
accelerated in 2017 with,astlaadgrefodrginaadamd ship

l' i beralization of the economy and trade

Agriculture has been, and continues to be, an engi
accesbi hancproduction infrastructure, extension se
remains | imartteidcul arly for thédthdeh&ksatarsngalsl hol der

Dehké&arms prtoldeucmaj ority o&l ithwestcoukhtaryd horticul t
productTsheenypl oy 60 per cent of taedfeaematabour forc
70pecent of &Gouotal agri calntdBbr gplero wctepmut of t he agri

export VYathwety. operate on | ess than 2@ pmpmerabdent of t
| amddl t howgh ad d eevnetl oipsm strenmigé henii sggender inequal
growing rural unempl oyment , as wel |l as increasing
cli mate .change

| FA® engagement with Uebbkhkt srvteachegntdJzbeki stan j oi nect
| FAD i n POAté& tFPADNn haapspr oved t hree | oan projects in
and dairy productliwdiirgecotjagrcsh nfisjc a t ot al of

US%28ni |l |l abong twia hregi onal grant funidednacitmvities
country office, and the por tfudlgiioohieH manbgednbuobm
The frierssubdaseCdOSOPor Uzbekistan was poepaved 1he201
fowrear pepitddd2@.he f ocuosn wausr ats csanhael Iproducer s,
particddmkdmr mers, to i mprove their agricultural p

! https://www.ifad.org/en/web/ioe/evaluation-policy.
2 Dehkan farms are small-scale household farms averaging less than 2 ha.
3n 2018. Source: The World Bank. Uzbekistan: Agricultural Trade Policy Report.
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participation in value chains, while integrating t
resources anrdescilliimeantte t.echnol ogi es
Performance and rur al poveptunt stgrpaatcea gy f t |

androgramme

Rel evaonéflee A country strategyiandapedgasmmederately
sat i sf aTbedevelgpment strategy pursued by | FAD responded to i
shifts in goveramé&nitnipeoneéeschesagei agbdtrur al sectors
during the | psobmdecadea more diversifiedwansd susta
the fiintetrnati onal f i n(alnkligarl oviindd iltawartofinée nance to
horticulture value c¢haad@mhaimpi todmerdecotu nstugyplokdan t o

far marstshe most vulnerable group. The focus on the
agribusiness deembiopené nwi th the provision-of rural
buil di nagprapgnodor f ocus, was reldewWw&mannsd T@ao men i ngnd

| at er waudtnhnovatiwviegminfdincanhte Uzbek setting.

Howevyernrhe releva@mceoomntt FAPtrategy and programme i
affected by sevelr ad mdrag wtereemt he i nailtiiganimepnoto rwi t h
| FAGD corporate ptrhieoroivteirgdasrt e gie@a kor ioédnt dtei €COSOP and

absence of a moni t orhien gdissycsotnenne,c ta nbde ttween | FAD desi
documents and the feasibility studiMasnyprepared by
i nnovativeaaspét@aegeappgoaotd value chain ffoicms, wer
t heeasi bstluidtiyeMor eover, the CSPhhdleitdghnp & gthot sr i s ks

in i mplementing value chain opeweaakiensensss i n a new co
i mpl ement ati on aands@&eéemeéent o, cadaongd aspenditoosru t h at

Il i mi tedons$el i dati on Tolfe sreesfudcdtsors heavily affected
i

mpl ement ati on.

Coheremde I BADountry stratege asedmpdegatmmy
unsati sfrcdwlrgm@gmragement , pabruinlechistig pol i cy
engagement are alsodiadi mbdenbt gl yatiddAdt icovacteary.
(and continues to cover) a speaifeffilecrnischd si tophaegk

advantwigteh small hDh e edfFismelt ar gehe poorest people in
areas and has been anceadtluy ea@amar diamrlyodtoian acti vi
the external coh®rencaetefdgyl|l FADWzdemi st ahed by | i mi
efforts to build on the synergies with other devel
consolidat ¢ FA®smuddisti oning wasthetcgundey by a str
vi sjeint her intendediarther th L.iMh&DSOPn a | coherence

the strdatdegnyot U hiel ¢ oonpl ement arity between the | en
l ending pr ¢gsrtaememe partner shi p a.nGr amalsi cayr ed ideelt cagcuhes d
fronm the rest of t.hNocaptogomampman was devel oped to gu

managemenand formally document and di sseminate the
unl otctkke potential,pfomotearnnagati awwmp amfill deateng
policy diWhli égue here are some recent supportive pol
i nt el elsethkaonns t heopathe Government, there is insuff
direct |l in&kspoloi ¢tFADiIi al olgas ep etf d motritesl. f or partner sh
including wivat eheeptor, remains untapped
Effici.dheyefficiedcyoufntiryABtrategy and progr amme
sati sf alchteaorey.i s no doubt that the enviromoemt in 2
HSP and DWQDer i enca¢p &twmgsmai nly dGeveéeonisbet

feasi bstluidtyy process, and there werentimddtiiang di ffi cu
procedures, but both partners have | earned to mana
synchzaanion of activities, su-bhlidcisng rprviidri ntgo capac.i
i nvest ment, did not occur, as the emphasis was on
have been di sbursed for project management (even t
in the project budget), and this has had a negatiyv

Paticularly with a new country, technical assistan



EB 2022/137/ R.19

i mpl ement ati on. Despite this, and the serious curr
2017, itnkdé cateocrosnoonii ¢ efaffiecigemd¢ v apdcciet icwest per
benefi citaaiynedn

Effecti vd@mheseffectiveness andédi ocoornmnttyostodt eéGpArDan

programme are both rated moderately satisfactory.
thpol i tciomalext in Uzbeki sttahne pdriisocro ntnoe c2t0 1b7fet ween | F
design documenfeasabdglutdi lsi ch, as mentioned above,
constrained i mplembatabsenceanofi an effect,ive monit
which |Ithmetadsessment of maee clomAD ichwtnitdrgggtr a

to i mmedi ate -aeadm|l oeagelrts o.n Qvhet Hgkrlopubnjdect i ves of
three thematic areas selected for fpoocours vbayl utehe CSP
chain development and rural financwpyreababyreflect
parti ahileyv@dcogr aphic targeting has kRéanm fbaisreldy osiuc
poverty | evels and potential for the sector, as we
However, changwhghregrcbnproject missed the opportu
achievememABR.immduced some innovations in social anc
and its outreach waslogewvdroveéiraaygregati on by targ
t hadtehk&aar mers and women are underrepresented as b
supported actiwvipaets] aonfid rural fi.MOwnog itoithatives
absence of an adequate monitoring system and pover
verify whetherdde¢tthleahmsver eaxtt ual | y bWheinde kelaarmhed.
farmers received the maj oundiegyrSRfandhePVa@BDE& V aolames of
suclhoawasery smal |l . | v e hdgisf fpircowletd t o i nvol ve women
activities (training and | oams)HSHPye gtecmm deul twarsaln oli a
much attenti on, but there have Beamdi MpMPB.vement s i

The value chain apzpdoathdempbasstage has not been
i mpl ement ati on of HSP and DVCDP, and was apparent|
were made to support value chain devetlhotB(pmeaat vi a i
f opr iav-publdo¢ | aborati on widwvhéewe iD&YLD®i d not devel op

beyond an opportunittoy pfrooavitideee €i ngeovation platform

also piloting several innovative ideas to support
as well as mapping subsectors. | FAD support has en
through training and study tourgsc¢ctahedgmammomeéer.i nl m
practice, the focus of training, technical assista
has been on production, particularly on imports of
ADMP, without clearly |linking the varmihoss isl ement s
typical when entering a new sector, especially 1in
trust ; however, as the focus of the projects keeps
possible to develop to | ater phases to give more e

processikhaggi pgacand marketing.

| FAD projects contriddbatesdstwooenthraalcefi nance servic
was greatly appreciated by the benefAidoipariiosms odnd n
th€ohort Livelihoods mrmingdk Raske Asvmd rytsi gmr ogr amme by
participating fi naPklibas hespeduthendbabks with cred

management . Hohmewgehr ,i talwas agreed in the project d
t hat PtFHhwoul d contri bute matching funddg hfirsom t heir
criterion wasd nmt tihreclswde i di ary | oan agreements (r
| oan agreements refer to any borrower seNoection cr
wor king capital l oans were issuedit bdngltod tleasrss wer e
in order to pageshbecivamkppyyGECBR. The devaluation of |
currency has put many borrowers at risk, idhespite t
the foft me State Fund for Entrepreneurship Support.

ral povertyT hiempraclt .poverty i mpacuntwifayttelyy lamAD
ogramme in Uzbekistan is not rated givédrmsthat on
enompl eted and the data avail ablwooifs trhet tdufefei ci

oo T
o =~ c
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operations funded so far have been designed and inm
hence establishing any |l ink between the assessment
strategy with the COSOP Moawlodrehre @dmecodomteal evel dat
avail Moihétoring systems nemeadastuompaptr oviet tios presunm
that H&Ppasitiveonmpaotd security and nutrition, as
and assets. New jobs whrndelSPeandc D#i&iDPyWgh nibt i s

cl emlhet her wt heybe permanent. There has not been an
soci al capital tviaf deoep epatems eas soorci ati ons, par
due to | ayers of distrust. I n common with all t
i nsufficient support for institutioniaavecapnaci ty
i mpact on susRianallalbyi,ls&sy . amaly cohernesndefficult t
céar |l inks to policy development and attribute th
Gover nmedetk hammar mers to | FAD.

Gender equality &@neé mpomemn memAD country strategy an
programme i s assessed as moderately wunsatisfactory
wome®m empower meatprevailing cultural attitudes mak
women in training and proGemcdermcttangaeaddisy dWwdB igul t
and is sl owly i mporroevirnegcereonftet he, al t hoouywdmermr geting
through | oanwseal@mai nsel | ater al and registaaha@dwi on req
l evel s of financi al l'iterac,y iamd ebdu gihree sasxc creasrsa ¢ eomd
ofwomen and poor MMhiudehalhetse have been some positi:
regamdg woBneassets andiianocoemegsgobs, training and proao
there is I|itasd eyentnf mpeoeen womee and invol vement
deci smaokni ng cernilnegs s heir wor kl oad. Similarly, there
HS P, but youth are gradually receinvoirneg rienccernetasi ng
projects in recognition of their i mportance in rur
appointed techniicadWaddhDM®r are i mproving the focus
gender mainstreaming and hawneg odid \he lacp é;db ng e caenrs

however, more commitment is required from the | ead
include the |l essons | earned regardingomglenldeéenr fr om
propose ways to address the difficult cultural and
Sustainability and scaling up. The CSPE assessed the likely sustainability of the

country strategy without providing a rating, given that two of the three projects are
ongoi ng. The sustainability of HSP was assessed and rated through a dedicated
PPE. Specific domains of sustainability are: (i) environment and natural resources
management and climate change adaptation ; and (i) scaling up. These were
individually rated as mode rately satisfactory.  On the positive side, IFAD has been

the first IFI to provide loan financing to horticulture and dairy and its role in

promoting dehkans has been noted by the Government and other financiers.
Government policy has recently begun to reflect these issues and replicate them
more widely , via the Strategy for Agricultural Development 2020 -2030 and
Presidential decrees.  The horticulture and dairy product ion sectors are likely to be
financially and economically sustainable, despite the negative impact of COVID -19
on markets . Attention to environment and climate change issues is improving with
incorporation of improved irrigation technology and renewable en ergy on a small
scale.

Howevehegre is a risk of loss of institutitomel me mo
Agroindustry and AgeandWySAeIcRSeyi nstitutional suppor
trainitnhge ionperation andofmairmi gaanbar enadandswater us

wad nadequate, considering its i mportande for sust e
absence of consideration by PF(lfsorofi reqatvamoe,memnft ap o
manure handling pol |l utwhregh wastseuri nsgo urocaenss) i s a ri sk

sustahiniDurying the planning stages of DVCDP, attent
greenhouse ;ghaoswervigrkesae €f orts are needead ttloe i mpr ove
nutrition and manage manure, in order to consider

Vi
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Performance of partners

| FADFAD began Upbé&kisaR&8dliwitpobhiay envi habment
was not icvedwuue good project planning. Poverty (a Kk
recognized officially by the Government and the Go
control of planning. The 20Y%tdiCDSOdFt pfr egeraaleldy i me c
the chall enges ammed efsrsamsHPDR CDP. Lessons have, ho
been internalized and there is incdebbhaangd attentio
gender in ADMP. The number of supervisieump missions
and i mplementation has i mmpoeedttkra¢t@&ohHsSEpaiykt
tanoni t ori ng and( M&ERInwanmlieodnge management, gender
mai nstreaming andlgrrid®cpeemenmance is rated as mode
satisf.actory

Governmelhmhe change of gover rsinenptr oived2@®@h?z palicy
enivronment and coheré&tnareg emiitrhg |dcfADs mal | hol der s, wol
yout h. Counterpart funds have beenHopweowkihdeed i n a t
performanc& wdrnment is only moderately satisfacto
di sconnect bddawvseiehstluiiteyes pr e p aGoevde rborymerhte, whi ch di
not integrate | FAMDd aippteedbgA®tspr oj ects more as c¢cred
oper attilbpmms val ue chain devel opment programmes and
institutionahichadgésayed i mpl ementati on.

Conclusi ons

| F A D Ostrategy in Uzbekistan over the past 10 years is only moderately

satisfactory: s everal strategic areas need to be revisited to establish a

solid long -term partnership with the Government . Context is important to
understand the per f ocountayrsteaegy.drfthe ledflyAyPalssas the

first experience of IFAD in Uzbekistan, there was considerable learning required on

both sides. There was little in the way of a market economy and it was only in 2017

that the country really began to open up. Despite these challenges, IFAD6s support
in promoting rural development was aligned with the country 0 ®eeds and priorities
and, accordingto the Government, will continueto be relevant for Uzbekistan given
the persistent disparities in living standards between urban and rural areas and the
effects of the global pandemic , Which is reducing growth and creating additional
financing needs

Nevertheless , t here is room for improvement moving forward , especially in
consideration of th e catalytic role that IFAD could play in Uzbekistan and the recent
more conducive policy environment. The Government of Uzbekistan is paying

increasing attention to the poorest and to technical innovations, partnership -
building and policy dialogue. To respond to this  positive change, s everal areas
require attention in the next COSOP cycle to make it an instrument for strategic

guidance for IFAD in the country and drive partnership and policy dialogue.

First, targeting dehkans was relevant as they are the drivers of
horticulture and livestock production and key to reduce rural poverty. Yet
the targeting strategy was not tailored to the needs of the different

beneficiary groups . IFAD pioneered direct support to the most vulnerab le group,
the dehkan farmers. They are a clear niche for IFAD, while other IFIs support larger

scale producers. At present, it is not possible to determine whether poorer dehkans
are accessing finance or participating in project activities as there are no available
poverty data on this group. In practice, the large size of the loans and the collateral
requirements suggest that they are not. Without close supervision and an adequate
policy environment , there is an incentive for the PFIs to issue fewer, large r loans,
and this will favour elite capture and decrease the potential impact on rural

poverty.

Along the same lines, little effort has gone into supporting gender equality and

youth outcomes until recently. The above requirements at design constrained

Vil
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womeno6s participati on .zedWiaticdltwal notms make itrdifficuld fgrn i
Uzbek women to be actively involved in all value chain activities, gender equality

and womendés empower ment is a significant focus

for achie vement of the Sustainable Development Goals. Not only equitable

economic empowerment should be addressed, but also enabling men and women

to have equal voice and influence, and to achieve more equitable workloads. More

recently the projects have taken some steps to develop gender strategies and

action plans, and appoint gender advisors i good steps forward, but more follow -
through is needed, as the DVCDP will end soon. Youth is being addressed with

ADMP.

Second , shifting geographic and sector targeting cons trained the
opportunity to consolidate results and build on experience . Uzbekistan was
not ready for a true value chain approach prior to 2017. There was insufficient

productivity and production quality, and trust and collaboration among different

categori es of stakeholders was lacking. For instance, there were no functioning
cooperatives that could have represented d e h k ainterdsts. Producer group
formation and empowerment takes time and hands -on support. In addition, there
was insufficient knowledge and extension advice, and weak infrastructure. For

these reasons, it made sense for HSP to focus on production, though a second

phase might have allowed some value chain elements to develop. Changing sectors

and geographical regions for each project led to this opportunity being missed |,
meaning that IFAD interventions are spread too thinly and do not build on previous
investments, experience and knowledge

Third, the assessment of results w as constrained by the lack of a solid M&E
system. The CSPE found data s carce and not reliable. There was too much focus

on disbursing and implementing activities rather than outcomes, and reluctance to
change course as needed. Supervision missions were unable to introduce some of

the missing elements of the project designs as only the feasibility study indicators
were observed. Despite capacity -building efforts the M&E system remains weak,

and this affected the availability of evidence of results, knowledge generation and

the capacity of IFAD to unlock the potential for learni ng to promote innovation and
scaling up and influence policy dialogue.

Finally, | FADG6s weak programme s up psparadiciaterattiorsv er al |

with in  -country partners during the review period affected results and the
potential of policy dialogue to boost scaling

studies prepared by the Government to guide project implementation affected the
pr oj ect s éandrienevationt potential, and caused disbursement and

i mpl ement ati on del ays. | FADOG s -dountryipdrteeds aridn ttleer act i ons

weak capacities at the project level constrained programme management and

monitoring. Moreover, the high turnover of  staffon the part of both IFAD and the
Government constrained | FAD6s ability to ensure conti
partnerships and adequately participate in country -level policy dialogue. Overall,

| FADb6s strategic orientat i oQPwasifimbiyldasignechand when t he

the complementarity between lending, non -lending activities and grants were not
sufficiently explored. This can offer great potential to contribute more broadly to
the countryds transition to more inclusive

Recommendati ons

Recommendation 1. Effective targeting strategies should be at the core of

the new strategy in order to reach the poorest , including through pro - poor
value chains. Targeting strategies should be more effective in reaching genuinely

poor dekhans , narrowing the gaps between men and women , and between
generations, in rural areas. Four immediate line s of action could be implemented to
decrease the risk of elite capture in ongoing and future value chain operations:

viii

up of | FAD6s innovati
approaches . The disconnect between | FADOs desi gn

nui

rur al

of

ons
docume

ty,

C

t
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0] Target the genuinely poor  based on participatory methods, considering assets

and social status and, when possible, by reinstituting the low  -income
criterion, rather than only nominating dehkans as a group to receive loans;
(i)  Weaken barriers to entry (such as collateral requirements for loans) to enable

the poorest and vulnerable people to participate in projects;

(i)  Give more attention to the development of clear linkages with rural
entrepreneurs , either via direct contracts or in formal associations with
cooperatives ; and

(iv) Strengthenp r oducer sd associ at i o+bgildingimordentg &llonc apaci ty
these organi zations to protect the smallest producers and use them to

establish linkages with medium -large scale producers
RecommendatRilomMAD and the Government of Uzbekistan
devel op a COSOP that includes a coherent and viabl e
l ending activiti esopamar tprmoivtiidees t o engage with the
sect.orUzbeki st an-iinsc oamemicdodulnet ry and as such, new wa
needed. Other | FIlsgeahopn®vatdBAbBaval ue may be more
focusing on production and providing rural finance
and capleiiltddi ng on i sswdpessors uwahl vaes cphraoi ns, cl i mat e ¢
agriculpubitperd vat e parannde rpsthevpssect or engagement . I n
particular, the new COSOP should have a more real.
change, building on the | essons | earned from the |
Consideration should be gi vesnecttoord eavnedl iogpebooggrsagp hc | e a
given the relatively simfadrl ibrugdtgernc ea,v adtlayilreg i n on
|l ocation for more than one phase. It should includ
human and financi al resources to ensure knowl edge
panerships including with the private sector. Futu
support pilowvahgoot asnthey are developed.
RecommendaBilomMA® country strategy should devote at
resources to develop robust projleaD bheadet hBM&E syst
Government must work together to ensure data coll e
forward. Dat ac oslhloeucltde dboeaccor di ng drmalaytca ceanrs uprlean a
course comnseotkedrd. This will be of utmosgt i mporta
evidence of results on the ground but also to moni
the environment al i mpact of the investments in |iwv
necessary. This wilHduirledjiun g earcd piaradrogv @ ch sttamlcse , us
ofmobil e phone apps for farmers to update data on
systems for monitoring by project staff.i Results s
with beneficiaries, country stakeholders and inter
and a cofturansparency. I n order to support this,
management a4ipdboa @mmal gender focus, project manager
quali tiaéd @«and technical assistance.

Recommenda#itoomhance compmdgegnce and programme support
| FAeedsi mprove portfolio and bpyr ougsriamgmei mssutprpuooment s
financ-emptementation preparati-boni Wdi kganhd tapaltit g
projiempl ement ati onsuchtdd®esjsgrceFi nancing Facility ar
nonr ei mbbteaTechnical AssistaopeF&oMd Pe @y erc,t aSnt ar t
active and edrftercyt i yrewisdtelk ebgeo ensur e supervision, pr
management and monitodialgogdedt hokkidesgduat e human
and financi ahndeessso usttoaefsfover on bbaehphFatDhoeh nd
Governmmumdt be ensured.
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Republic of Uzbekistan
Country Strategy and Programme Evaluation

Agreement at Completion Point

A. Introduction

The Independent Office of Evaluation (IOE) conducted the first Country Strategy and
Programme Evaluation (CSPE) in the Republic of Uzbekistan, The CSPE covered the
period 2011-2020, with the purpose of assessing the performance of IFAD's
engagement, generating findings and formulating recommendations to improve
strategy and operations in support of development effectiveness and rural
transformation. Hence, the CSPE assessed one IFAD country strategy for the
evaluated period, the performance of three lending operations and of non-lending
activities. Recommendations were based on the CSPE findings to improve the country
programme performance.

2.  This agreement at completion point (ACP) contains those recommendations made in
the CSPE report, as well as the proposed follow-up actions agreed upon by IFAD and
the Government of Uzbekistan. The ACP is signed by the Government of Uzbekistan
(represented by Mr. Shukhrat Vafaev, Deputy Minister for Investment and Foreign
Trade and Mr. Kakhramon Yuldashev, the Deputy Minister of Agriculture) and IFAD
Management (represented by Mr Donal Brown, Associate Vice-President of the
Programme Management Department). The signed ACP is an integral part of the
CSPE report in which the evaluation findings are presented in detail, and submitted
to the IFAD Executive Board as an annex to the new country strategic opportunity
programme (COSOP) for Uzbekistan. The implementation of the agreed upon
recommendations will be tracked through the President's Report on the
Implementation Status of Evaluation Recommendations and Management Actions,
which is presented to the IFAD Executive Board on an annual basis by IFAD
Management.

B. Recommendations and follow-up actions

3. The Government of Uzbekistan and IFAD Management agree with the four
recommendations brought forward by the CSPE and will follow up on their
implementation according to the proposed actions, responsibilities and timeframes
outlined below.

4, Recommendation 1. Effective targeting strategies should be at the core of
the new strategy in order to reach the poorest including through pro-poor
value chains. Targeting strategies should be more effective in reaching genuinely
poor dekhans, narrowing the gaps between men and women and between
generations, in rural areas. Four immediate line of actions could be implemented to
decrease the risk of elite capture in ongoing and future value chain operations:

i target the genuinely poor based on participatory methods, considering
assets and social status and, when possible, by reinstituting the ‘low-
income’ criterion, rather than only nominating dehkans as a group to
receive loans;

—
.

i weaken the "barriers to entry” (such as collateral requirements for loans)
to enable the poorest and vulnerable people to participate in projects;

iii. glve more attention to the development of clear linkages with rural
entrepreneurs either via direct contracts or in formal associations with
cooperatives;
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iv. strengthening producers’ associations through capacity building in order
to allow these organisations to protect the smallest producers and use
them to establish linkages with medium-large scale producers.

5.  Proposed follow-up actions

For the ongoing investment projects, IFAD and the Government of Uzbekistan will
continue implementing detailed action plans to improve effective targeting of the
intended beneficiaries, youth and women. The agreed measures include concrete
steps with responsibilities and timeline to enhance the Project Management Units’
oversight capacity through adequate staffing, hands-on Iimplementation support
and close monitoring of a set of criteria for inclusive rural finance. Specific attention
is also being given to stepping up beneficiary training, consolidating gender
mainstreaming and embedding targeting approaches at the core of business plans
and roadmaps to maximize the participation of small-scale producers to profitable
partnerships and pro-poor value chains.

Uzbekistan’s national pathway to transform rural economies and food systems by
2030 Is aligned with IFAD’s priorities to deepen impact of interventions for those
most at risk of being left behind, further empower rural women and generate
decent jobs for the youth. Moving forward, the provisions of IFAD’s Inclusive Rural
Finance Policy approved by the Executive Board in September 2021 will inform
further integration of financial products and services for small-scale farmers into
value chain-focused programmes.

- The targeting strategy in the forthcoming COSOP and investment programmes will
contribute to the goals of reducing poverty and doubling the income of farmers
explicitly set out in the New Uzbekistan Strategy 2022 - 2026. It will build on the
baseline data provided by the recently established Ministry of Economic
Development and Poverty Reduction and will be geared towards greater social
inclusion. This evidence-based targeting strategy will benefit from lessons learnt
from the ongoing policy reforms to Improve the access to land, including for small-
scale farmers, and the experience of the Government during the COVID-19 crisis
in providing social protection interventions targeted at vulnerable groups, rural
households, women and youth based on income criteria,

Responsibility and timeframe:
Government of Uzbekistan and IFAD by December 2022

6. Recommendation 2. IFAD and the Government of Uzbekistan should develop
a COSOP that includes a coherent and viable action plan for non-lending
activities and provide opportunities to engage with the private sector.
Uzbekistan is a middle-income country and as such, new ways of work are needed.
Other IFIs can provide large loans. IFAD's added value may be more than focusing
on production and providing rural finance, IFAD could add value in policy and capacity
building on issues such as pro-poor value chains, climate smart agriculture, PPPs and
private sector engagement. In particular, the new COSOP should have a more
realistic basis and a clear theory of change, building on the lessons learned from the
loan and grant projects. Consideration should be given to developing a clearer sector
and geographic focus, given the relatively small budget available - for instance,
staying in one geographic location for more than one phase. It should include an
action plan with adequate human and financial resources to ensure knowledge
management and build new partnerships including with the private sector. Future
grants could be used to support piloting of innovations as they are developed.
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Proposed follow-up actions

- The forthcoming COSOP will deploy IFAD's enhanced business model through a
programme of work leveraging financial resources from the Performance-based
allocation system (PBAS), the Borrowed resources access mechanism (BRAM), the
Private Sector Financing Programme (PSFP) for Non-sovereign operation (NSO)
opportunities, supplementary climate and environment funding as well as co-
financing with other International Financial Institutions (IFIs) and development
partners. Country level policy engagement and a set of non-lending activities will
support the delivery of the programmatic approach by enhancing the enabling
environment for inclusive rural transformation. Opportunities for Public-Private
Producer Partnerships (4Ps), South-South Triangular Cooperation and technology
transfer, digital agriculture, greater donor coordination and remittances supporting
income-generating activities in rural areas will also be explored.

- The ongoing investment projects will continue allocating resources to capacity

building, knowledge management and identification of innovative private sector
participation and small-scale producer organisation models for pro-poor value
chains. Successful approaches, including sustainable natural resource
management, viable climate smart solutions and water loss reduction techniques,
will be scaled up as part of the upcoming investment projects under the financing
cycles covered by the COSOP,

Responsibility and timeframe: Government of Uzbekistan and IFAD by December
2022 and continuously thereafter.

Recommendation 3. IFAD’s country strategy should devote attention and
resources to develop robust project level M&E systems. IFAD and the
Government must work together to ensure data collection, analysis and use moving
forward. Data should be collected according to a clear plan and analysed to ensure
course correction as needed. This will be of utmost importance not only to collect
evidence of results on the ground but also to monitor systematically, for instance,
the environmental impact of the investments in livestock and course correct when
necessary. This will require capacity building and improved tools - for instance, use
of mobile phone apps for farmers to update data on production directly, and online
systems for monitoring by project staff. Results should then be shared widely — with
beneficiaries, country stakeholders and internationally, to promote learning and a
culture of transparency. In order to support this, and ensure quality project
management and a pro-poor and gender focus, project management units need
qualified staff and technical assistance.

Proposed follow-up actions

At project level, resources will continue to be allocated for adequate staffing,
capacity building and dedicated technical assistance to M&E and other key project
management functions. Digital solutions will be introduced to further integrate
Management information systems across rural sector initiatives and foster a
results-based management culture, in coordination with the Agency for
International Cooperation and Development,

In addition to the alignment of the COSOP Results management framework with
national goals, relevant strategies and priorities, IFAD will mobilise expertise to
support the Government’s effort in consolidating sector-wide M&E architecture and
systems. An initial mapping exercise and a training programme by the Global
Evaluation Initiative (GEI) will be launched under the newly established
International Strategic Centre for Agri-Food Development (ISCAD).

19
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IFAD will help address the rural data gap by supporting the application by the
Ministry of Agriculture and the State Committee of Statistics to the 50x2030
initiative ahead of Uzbekistan’s first-ever agricultural census in 2024.

Responsibility and timeframe: Government and IFAD by December 2022 and
continuously thereafter,

Recommendation 4. Enhance country presence and programme support.
IFAD shall improve portfolio and programme support by using instruments to finance
pre-implementation preparation work and capacity-building to facilitate project
implementation readiness, such as Project Pre-financing Facility and the Non-
reimbursable Technical Assistance for Project Start-up Facility. Moreover, an active
and effective country presence will be key to ensure supervision, programme
management and monitoring, and policy dialogue. To this end, adequate human and
financial resources and less staff rotation from both IFAD and government must be
ensured.

Proposed follow-up actions

As part of IFAD's decentralization agenda, the conclusion of a Host Country
Agreement will accelerate the effective opening of an IFAD Office in Tashkent.
Building on adaptive management practices already introduced by the Country Team
and the new supervising entities of IFAD-funded projects since 2021, an active
country presence will help further establish hands-on implementation support,
continuous learning and greater accountability throughout the project cycle. It will
also allow for greater participation to policy dialogue and strategic engagement in
non-lending activities. Proximity to the client, beneficiaries and partners will further
support IFAD’s transformative country programme.

Upon the request from the Government, project pre-financing facility could be
mobilised to accelerate project start-up and improve implementation readiness. The
COSOP formulation will further assess and recommend areas of alignment between
IFAD requirements and country regulations, including on procurement provisions,
fiduciary compliance and other standards on a risk-based approach.

Responsibility and timeframe: Government of Uzbekistan and IFAD by December
2022 and continuously thereafter

Signed on Signed on Signed ot 3-June-20229
For the Government of For the Government of For the International Fund
Uzbekistan Uzbekistan for Agricultural
Deputy Minister for Deputy Minister of Beveiopmant (IFAD)
Investments and Foreign Agriculture Associate Vice-President
Trade PMD

CHfes” . W

Shukhrat VAFAEV Kakhramon YULDASHEV Donal BROWN

19



Appendix Il
EB 2022/137/R .19

Main report
Country Strategy and Programme Evaluation
Republic of Uzbekistan

Contents
Currency equivalent, weights and measures 6
Abbreviations and acronyms 6
Map of IFAD  -supported operations in Uzbekistan 4
l. Background 8
A. Introduction 8
B. Objectives, methodology and processes 8
Il. Country context and IFAD's strategy and operations for the CSPE
period 10
A. Country context 10
B. IFAD's strategy and country programme for the reviewed period 17
Il Performance and rural poverty impact of the Country Strategy and
Programme 20
A. Relevance 20
B. Coherence 26
C. Efficiency 32
D. Effectiveness 36
E. Rural poverty impact 45
F.Gender equality and womends empower me g
G. Sustainability and scaling  -up 51
V. Performance of partners 58
A. IFAD 58
B. Government 59
V. Overall achievement of | FAD6 s Country S6Rrategy an
VL. Conclusions and recommendations 63
A. Conclusions 63
B. Recommendations 64
Annexes
l. Definition of the evaluation criteria used by IOE 66
Il. CSPE Theory of Change 68
Il. Evaluation framework 69
V. List and timeline of IFAD  -supported operations in Uzbekistan since 2012 72
V. List of IFAD -supported grants 75
VL. Official development assistance 76
VII. List of key persons met 77
VIIL. Bibliography 82
Appendices
The appendices are available upon request from the Independent Office of Evaluation of

IFAD ( evaluation@ifad.org ).



mailto:evaluation@ifad.org

Appendix Il

Currency equivalent, weights and measures

Currency equivalent

Currency unit = UZS (Uzbekistan Som)
US$1.0 = UZS 1,700 (at design)
US$1.0 = UZS 10 ,116 (at completion)

Weights and measures

1 Kilogram = 1,000 g

1,000 kg = 2.204 Ib.

1 kilometre (km) = 0.62 mile

1 metre = 1.09 yards

1 square metre = 10.76 square feet
1 acre = 0.405 hectare

1 hectare = 2.47 acres

Abbreviations and acronyms

ADB Asian Development Bank

ADMP Agriculture Diversification and Modernization Project

COSOP Country strategic opportunities paper/programme

CSPE Country strategy and programme evaluation

DVCDP Dairy Value Chains Development Program

FAO Food and Agriculture  Organization of the United Nations

FPPC Forum for Public Private Collaboration

FS Feasibility Study

GDP Gross Domestic Product

Gli Gender Inequality Index

GNI Gross National Income

HDI Human Development Index

HSP Horticultural Support Project

IFAD International Fund for Agricultural Development

IFI International Financial Institution

IOE Independent Office of Evaluation of IFAD

MAWR Ministry of Agriculture and Water Resources

MTR Mid - term Review

NEN Near East, North Africa and Europe Division

PFI Participating Financing Institution

PMD Programme Management Department of IFAD

PPE Project Performance Evaluation

PPP Public - Private Partnership

RRA Rural Restructuring Agency

UZAIFSA Agency for Implementation of Projects in the Field of
Food Security

WB World Bank

WCAs Water Consumers Association

WIS Welfare Improvement Strategy
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Map of IFAD -supported operations in Uzbekistan
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Republic of Uzbekistan
Country  Strategy and Programme Evaluation

I. Background

A. Introduction

1. In line with the IFAD Evaluation Policy 4, and as approved by IFAD Executive Board,
the Independent Office of Evaluation (IOE) undertook two evaluations in
Uzbekistan in 2021: the first Country Strategy and Programme Evaluation (CSPE)
and a concurrent project performance evaluation (PPE) of the IFAD -financed
Horticultural Support Project (HSP).

B. Objectives, methodology and process es

Objectives.  The main objectives of the CSPE are to: (i) assess the results and
performance of the IFAD strategy in the per iod 2011 -2020 ; and (ii) generate
findings and recommendations for the future partnership between IFAD and the
Government of Uzbekistan for enhanced development effectiveness and rural

n

poverty eradication. The findings, lessons and recommendations from this CSPE

19

will inform the preparation of the new Country Strategic Opportunities Programme

(COSOP) in 2022.

3. Scope. |IOE is preparing thethird editi on of | FADG6s Evalhthisat i

on

context, the Uzbekistan CSPE is part of the piloting of a new CSPE struct ure, which

provide s a greater strategic focus. The evaluation assessed the overall
strategy pursued, implicit and explicit, and explore d the synergies and
interlinkages between different elements of the country strategy and

programme , the extent to which the lending and non  -lending portfolio  (including

grants) contributed to the achievement of the strategy, and the role played by the
Government and IFAD.

4, The scope of the CSPE was defined within the context of the ongoing COVID -19

pandemic . Despite the limi tations posed by the pandemic , the CSPE covered the
three projects comprising the portfolio : the Horticulture Support Project (HSP)
Dairy Value Chains Development Program (DVCDP) and the Agriculture

Diversification and Modernization Program (ADMP) . HSP is the only closed

, the

operation in the  portfolio and as such it was assessed through a dedicated in -depth

Project Performance Evaluation (PPE), the findings of which informed the CSPE.

The other two projects are ongoing , in particular  ADMP became effective in January

2019 and therefore its evaluability was limited.

5. Methodology and process . The detailed methodology and process can be found
in the approach paper. In summary and consistent with the new evaluation
manual, the CSPE adopted the evaluation criteri a (Annex | ) and rate d the
performance on a scale of 1 (lowest) to 6 (highest) 5. Given that the portfolio

comprised three operations out of which two are still on -going, the CSPE provided

a preliminary assessment of rural poverty impact and sustainability  without a
rating .

6. The evaluation applied a mixed -method approach ba sed on a theory of change

(ToC) re constructed by the CSPE team after a thorough  desk review and interviews

with project personnel (Annex II'). The ToC supported the identification of three
thematic areas (or pathways of change) that guided the assessment of the country
strategy: targeting, value chain and agribusiness development, and rural finance.

The ToC also helped in defining the evaluation questions along the evaluation

4 https://www.ifad.org/en/weblioe/policy.
5The standard rating scale adopted by IOE is 1 = highly unsatisfactory; 2 = unsatisfactory; 3 = moderately
unsatisfactory; 4 = moderately satisfactory; 5 = satisfactory; 6 = highly satisfactory.

key

Manual
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criteria. Th e evaluation framework  in Annex Ill present s these questions and the
sources of data

7. The CSPE involved extensive stakeholder and beneficiary interviews in person and
online , Focus Group Discussions (FGDs) and field visits. Some analysis of land use
changes inthe HSP took place utilising remot e sensing techniques . In addition, the
CSPE conducted a mini  telephone survey  with a small number of Participating
Financing Institutions ~ (PFIs) and loan beneficiarie s to gather additional information
on the results of the rural finance keythematic area . c in the provinces of Andijan
and Namangan for ADMP; Surkhandarya for HSP; and Kashkadarya for DVCDP . The
list of people metis  containedin  Annex VII.

8. Data availabi  lity and limitations. Portfolio M&E data was not of sufficient
quality or granularity to allow IOE make a thorough assessment, for example, with
regard to poverty targeting and the profile of beneficiaries and impact . However,
the evidence identified durin g the evaluation is deemed adequate for making this
assessment in a credible manner . Qualitative interviews and field visits
complemented the  analysis to the extent possible . An additional limitation
concerned the restrictions imposed to control the spread of COVID -19. To
overcome this limitation the field mission for data collection was conducted by a
team of national consultants , Whereas the international team members participated
remotely , with extensive interviews and engagement in the field
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[I. Country context and IFAD's strategy and operations
for the CSPE period

A. Country context
Economic context and recent reforms

1. Uzbekistan is a lower -middle -income landlocked country in Central Asia ,
half of its population live in rural areas . Uzbekistan is home to ov  er 33 million
people, the rural population accounts for nearly 50 per cent of the total Uzbek
population and 75 per cent of the low -income population. & Two -thirds of the rural
population depend on agriculture, which accounted for 28 per cent of GDP and 26
per cent of the labor force in 2019. 7 Agricultural expenditure is somewhat difficult
to calculate, during the economic transformation of 2017 -8. Between 2014 and
2016, the Government of Uzbekistan spent more than 12 per cent of its central
budget on agriculture, which is more than twice as much when compared to other
Central Asian countries. 8 However, the data for 2016 -2020 show thatthe GoU-
financed agricultural expenditures as a percentage of total public expenditures,
averaged 8.5 per cent  °. The ag ricultural land is about 64 per cent of the total land
and it entirely belongs to the State. 10

2. Uzbekistan is a country in transition from a centrally planned economy to
amarket -based one. The Republic of Uzbekistan ' gained independence from the
former Soviet Union in August 1991. After the proclamation of independence,
Uzbekistan began a gradual transition  from a centrally planned economy towards a
market -based one, through state  -led reforms.

3. Strategic sectors such  as agriculture, energy, fossil fuels, have remained under
state planning until 2017 when President Mirziyoye
reforms with the decrered A(SEemrtegryy oX0 laefl)tinggai mi ng at
the state's presence in the economy ; strengthening the rights and the role of the
private sector ; stimulating the development of small business and private
entrepreneurship, and attracting foreign investment ; improving the investment
climate ; and improving relations and cooperation with neighbouring countries in
the region.

4, The socio -economic policies changed drastically as the Government embarked on
structur al reforms to enhance citizensd wel fare, c
businesses, ach ieve full liberalisation of the economy and trade, and make
Uzbekistan competitive in the regional and international context. An important step
in this direction has been the liberalisation of foreign exchange rates in September
2017 *2 the lifting of foreig  n currency controls, tariff reductions and liberalisation of
prices.

5. Recent policy reforms were geared towards agricultural diversification .In
the above context, the government started an important process of agricultural
diversification. In particular, the Strategy of Action outlines the need for
diversification out of cotton and wheat into high value -added and labor -intensive
production and processing, which is expected to contribute to significant growth of
rural jobs, food security and exports. The strategy also seeks to achieve further
optimization of the sown areas to reduce the acr eage of cotton and cereal crops,

6 Action Document for EU Budget Support to the Agriculture Sector in the Republic of Uzbekistan (2020).

“World Bank, World Development Indicators, 2021.

8 FAO 2020. Europe and Central Asia regional overview of food insecurity 2019.

® World Bank, Uzbekistan: Second Agricultural Public Expenditure Review, 2021 - (varying between 7.5 per cent in
2020 to 18.8 per cent in 2017)

10 Land Code of the republic of Uzbekistan. 30.04.98, no. 598-I (amended in 2019).

UHereafter referred to as Uzbekistan.

12 As a result of the exchange rate liberalisation, the average official exchange rate per US dollar was recorded at
SUMB8,069 in 2018, from SUM 2, 967 in 2016 (ADB. May 2019. Country Partnership Strategy. Uzbekistan, 20197 2023 -
Supporting Economic Transformation.)

10



Appendix Il EB 2022/137/R. 19

expand the acreage of potato, vegetables, forage and oilseeds, and create new
intensive gardens and vineyards.

6. In 2019, the Government issued the Presidential Decree N0.5853 outlining its long -
term vision for the developmen t of the agricultural sector for 2020 - 2030. The
main goal is to develop a competitive, market -oriented, private sector  -led, and
export -based agri -food sector that will increase farm incomes, improve food
security, and ensure sustainable use of natural re sources. ®

7. Through various legislative measures, the Government has been supporting the
production of horticultural products using grants and subsidised loans. For
instance, the Decree on fiMeasures for further deve
greenhouseecon omy i n Uz b% &mssatirdrodocing efficient mechanisms of
state support for horticulture and greenhouse s (e.g. provide concessional loans,
subsidies for introducing water -saving technologies and letter s of guarantee for
obtaining bank loans) and incr easing production output of high quality, competitive
and export -oriented agricultural commodities.

Agriculture and k ey challenges to rural development

8. Agriculture has been, and continues to be, an engine of economic growth
and an incubator for entreprene urship. Yet, access to finance in rural
areas remains limited. The above important reforms reflect the centrality of the
agriculture and rural sector for the development of the country. Uzbekistan has
shown stable economic growth between 2000 and 2015 when annual GDP growth
averaged 6.8 per cent. % In the same period, GDP per capita increased from
US$558 to US$2,615. The economy has continued to grow since 2015 by an
average of 5.8 per cent each year. 16 The main driver of economic growth has been
the services sector, followed by industry 17 and agriculture, together constituting
approximately one third of the GDP (Figure 1).

Figure 1.
Performance of the economy. Value added by sector (as % of GDP)
—o—Services —@—Agriculture Industry === Manufacturing
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Source: IOE elaboration from The World Bank DataBank, accessed December 2020.

13 The Strategy identifies nine priority areas: (i) ensuring food security; (i) creating a favourable agri-business
environment and value chains; (iii) reducing state involvement in sector management and enhancing the attractiveness
of investment; (iv) ensuring the rational use of natural resources and environmental protection; (v) developing modern
systems of public administration; (vi) ensuring the gradual diversification of state expenditures on sector support; (vii)
developing research and education and advisory services; (viii) developing rural areas; and (ix) developing a
transparent industry statistics system.

14 presidential Decree N0.4246 adopted on 20 March 2019.

15 https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?end=2019&locations=UZ&start=2000.

6 World Bank data, GDP per capita (current US$) i Uzbekistan.

7 The largest industrial sector in Uzbekistan is energy followed by fuel and metallurgy.

11
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10.

11.

12.

13.

The private sector has been an important driver of economic growth in the last

decade, including in agriculture, though state -owned enterprises still have an

important role to play. The SMEs contribution to GDP rose from 31 per cent in 2000
to 57 per cent in 2016 and their share in employment from 50 per cent to 78 per

cent over the same period. 18

However, small businesses and private entrepreneurship still face several

challenges in accessing financial and business development services, mainly due to
state -directed lending and insufficiently developed financial services and capital

markets. State -owned banks dominate the financial sector , holding more than 80

per cent of the assets, and mainly lending to state -owned enterprises. The non -
bank finance industry and capital market are not yet a viable substitute for bank

lending for private businesses. 19 Despite favourable political support, 20 SME lending
remains low and further substantial reforms are required in the long -term to make
the fina ncial sector an efficient source of funding for the private sector.

The majority of households and firms, rather than using formal finance, save and

borrow informally , and indicate the high cost of finance is inhibitive. In 2017, only

2.3 per cent of adult s borrowed money from a financial institution. 21 Firms report
that complex application procedures and high collateral requirements are the

second and third most important reasons for not using formal finance. 22 Funding
constraints limit the innovation capabi lities of the private sector (limiting the
inclination to take on risk) , and growth -oriented SMEs do not have diversified

financing options that go beyond traditional bank credit to realize their potential 2,

The shift from cotton and wheat into high value -added and labor  -intensive
production is still far from realization . From independence until 2017, about 70
per cent of cultivated land was allocated to the state - controlled production of

cotton and wheat. Cotton and wheat production consume 90 per cent of water used
in agriculture and 75 per cent of water used in the entire country, and show much

lower profits, labor intensity, and labor productivity than the majority of

horticulture products. Production of fruit and vegetables has increased significantly

over recent years , playing an increasingly important role in the national economy.

For instance, vegetable production increased from 2,724,700 tons in 1995, to

6,346,500 in 2010, and 10,129,300 tons in 2015, while cotton production has

fallen. * The economi ¢ importance of the subsector is significant; it accounts for

more than 35 percent (or about US$ 1.2 billion in 2019) of the agricultural export

value. ®However, 65 per cent of productive farmland in Uzbekistan is still locked

into cotton and wheat production. There are some additional supports offered by

the Government i for instance, farmers cultivating potatoes have privileged

support and can apply for a 12 -month loan from local banks.

The land tenure system does not support the dehkan s, which are the
poorest smallholder producers . Box 1 provides a description of the land tenure
system. Dehkan farms produce livestock and horticulture products and employ 60

per cent of the farm labour force. They operate on less than 20 per cent of the

countrybés arable | and but generate 70 per cent of

18 State Committee of the Republic of Uzbekistan on Statistics.

19 ADB, 2020

20 The government launched Strategy of Actions for the Development of Uzbekistan for 20177 2021 in 2017 and the
Strategy for Innovative Development in 2018.

2 Asian Development Bank Institute, 2019. Working Paper. Small and medium-sized enterprise finance in Uzbekistan:
Challenges and opportunities

2 Asian Development Bank Institute, 2018. Working Paper Series. Financial inclusion, regulation and literacy in
Uzbekistan.

% ABD 2020

%f Es t laent of Agricultural Product Selling Value Chain and Direction of Investment Fundso |, page 29.
http://agriculture.uz/filesarchive/agrar vestnik 4 2020.pdf

% Tadjibaeva D (2019). Small and Medium-Sized Enterprise Finance in Uzbekistan: Challenges and Opportunities.
ADBI Working Paper 997. Tokyo: Asian Development Bank Institute. Available at:
https://www.adb.org/publications/small-medium-sized-enterprise-finance-uzbekistan-challenges-opportunities
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output, and 35 per cent of the ag riculture export value. 26 On the other hand,
individual private farms produce almost exclusively cotton and wheat according to
state ordered quotas; 27 they share almost 70 per cent of cultivated land , but
generate less than 20 per cent of agricultural output

14. Hence, d espite their small size, dehka n farms are much more productive than large
individual farms and agricultural enterprises; in 2016, the total crop output per
hectare of land on dehkan farms was 70 per cent higher than in the other two
types . More than 90 percent of horticultural commodities are produced by dehkan
farms. 2 The livestock sector also plays an important role in the economy, both at
the national level (40 percent of the agricultural GDP in 2013), and at household
level via employment and dehkan household incomes from sales - 85 per cent of
milk sales via dehkans. However, dehkan farmers have not yet reached their
potential, and their productivity is challenged by several constraints, such as the
inability to expand their plots; out -migrat ion resulting in loss of young and skilled
family members and aging of farm labour; the limited access to finance to
purchase production inputs, due to lack of collateral; and very limited market
awareness, public research, agricultural extension and advis ory services. Moreover,
irrigation systems in rural areas are outdated and rely on old and inefficient pumps
that consume 20 per cent of.Thebapalsame inpoorrshyapes el ect ri ¢
resulting in high water losses, and the irrigation system mana gement is weak .%°

Box 1
Land tenure system

Differently from other Central Asian countries that pursued a land privatization policy after
independence, Uzbekistan followed a stepwise approach, by first transforming large
collective farms into cooperative enterprises. However, these proved to be inefficient and
over the years were replaced by smaller private farms. Several farm restructurings have

been carried out since 1992 | resulting in three main agricultural units: the private farms

(fermer) averaging 50 ha, the small ~ -scale household farms ( dehkan) averaging less than

2 ha, and the former collective farms that became agricultural enterprises ( shirkats ), few
of which have remained. The 1998 Land Code stipulates that land is state -owned national
treasury and it is protected by the State as the basis of life, activities and welfare of the
population.

These two main farming entities have different rights to land: the dehkans have long -life

inheritable rights but are not allowed to sell and buy lands or to sublet the land, and not

even to expand irrigated land beyond the maximum 0.35 ha. The private farms have

rights limited by 30 to 50 years and defined by lease contracts that are monitored by the
state and subject to state interventions. The private farmers must in fact meet state

quotas for cotton and wheat and are obliged to sell these crops for state -dictated prices,
differently from  dehkans that can sell all their producti on at market prices. Extra land can
be allocated by location government at the request of private farms or dehkans, for

instance to graze cattle or produce fodder. However, as land resources are scarce, this is

very difficult to obtain and is a severe cons traint on additional production. Neither private
farmers nor dehkan farms are allowed to use the land for collateral to get bank loans.

Their only collateral for the loans is their future crops or personal belongings, such as

cars, valuables or buildings. While the duration of land rights is considered sufficient in
Uzbekistan, the current situation does not assure the holders that rights will be recognized

and enforced at low costs and does not provide them with mechanisms allowing
adjustm ent under changin g conditions.

Source. |OE®

%6 |n 2018. Source: The World Bank. Uzbekistan: Agricultural Trade Policy Report.

27 If farmers fail to comply with state-ordered quotas, they can be deprived of their lease contract and therefore lose
rights to land. The state, on the other hand, provides material support and inputs to the farmers at preferential or
subsidized prices.

28 |FAD (2016). Social, Environmental and Climate Assessment Preparatory Study, Republic of Uzbekistan, Tashkent.
2% State Committee of the Republic of Uzbekistan on Statistics.

30 Land Code of the Republic of Uzbekistan. 30.04.98, no. 598-I (amended in 2019)
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15.  Agricultural value -chain development is still weak , with limited
competitiveness within a small food industry, and many entrepreneurs needing
individual investment and more business opportunities . The high costs for
collection, transportation, storage, packing and certification of produce also
undermines the efforts of businesses to add value. 3! Nonethel ess, Uzbekistan
export structure is evolving into a more diverse range of products, including those
from agricultural value chains , in addition to mining and industrial products . New
business opportunities for export -oriented SMEs are emerging, as participants in
global value chains. Trade facilitation and the cross -border regimes however are
complex, time -consuming and costly due to Uz b e ki slocationéas a doubly
landlocked countr y.32 Under CAREC ,*® a limited number of border crossing points
have been set up, but the Uzbek Government still retains strict control, with
perishable products often being held up by bureaucracy.

16.  With regard to livestock , the Decree on fAd dorsuppartrofa l measures
ani mal husbandry by 3%deekstgensure a stable supply of meat,
milk, eggs and other livestock products in the domestic market, expand the fodder

base of livestock, increase the production of competitive products in domestic a nd
foreign markets, as well as widely introduce science -based methods and intensive
technologies. However, despite supportive reforms, there are policy , regulatory and
value chain constraints that still pose barriers for more efficient dairy product

export s.

17. The DVCDP Project Design Report ( PDR) n o t edEthkén farmers own about 95 per
cent of cattle and 83 per cent of goats and sheep; and account for 95 per cent of
the total production of meat, 96 per c¥eithe of mi | k
average milk yields per cow are poor (due to weakness in genetic potential,
nutrition and care). In addition, measurement of milk production at farm level is
not common, making it difficult to even report production. In 2019, the volume of
the dairy products marke  t was estimated at about US$2.9 billion .3 The industry
provides regular income to rural households and high -quality protein  sources ,
especially forwomen  and children

Socio -economic context

18. Social development indicators improved consistently since 2009, yet the
country faces important socio - economic challenges such as a high
unemployment rate, disparities in living standards between urban and
rural areas and gender inequality. Bet ween 2004 and 2016, Uzbeki s
economic growth, combined with sustain ed remittance inflows to rural areas, lifted

significant parts of the population out of poverty. Poverty levels in rural and urban

areas in Uzbekistan are  difficult to calculate, given the lack of international

comparable data. The World Bank estimates tha t the poverty level was 9.6 per

cent in 2018, based on the $3.20 a day poverty line. 36 According to government
data, the proportion of the population living below the poverty line 37 decreased
from 19.5 per cent in 2009 to 11 per cent in 2019. The Gini index 38 fell from 0.39 in

31 ADB, 2020

32 ADB, May 2020. Uzbekistan Quality Job Creation as a Cornerstone for Sustainable Economic Growth. Country

Diagnostic Study.

3 The Central Asia Regional Economic Cooperation (Program) i CAREC, is a partnership of eleven countries and six

multilateral development institutions working together to promote sustained economic growth and poverty reduction in

the region through regional investment projects and policy initiatives.

34 presidential Decree N0.5017 approved on 3 March 2021.

3% Robinson S (2020). Livestock in Central Asia: From rural subsistence to engine of growth? Discussion Paper,

No0.193, Leibniz Institute of Agricultural Development in Transition Economies (IAMO), Halle (Saale), Germany.

¥World Bank (2019bt)yryYyUedbekomit@anu gdatne, summer 2019: toward a n
World Bank.

7 The national poverty line is based on a minimum food consumption norm of 2,100 calories per person per day.

38 The Gini coefficient provides an index to measure inequality. Although there are no internationally defined standard

threshold values, itds usually recognized that iG8Bni index<0. 2
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2000 to 0.25 in 2019, showing that income inequality has overall decreased over
time. The under -five mortality rate is estimated at 11 deaths per 1,000 live births,

which is below the regional average of 20.8 deaths. %% There has been sign ificant
progress in reducing the percentage of undernourished population, which fell from
19.4 per centin 2001 7 2003 to 2.6 per cent in 2017 1 2019.

19. Uzbekistanb6s Human Devel opmentcurentdvalye ofOHIDI ) present
ranking Uzbekistan 108 ™ out of 189 countries and territories , below the average of
0.779 for countries in Europe and Central Asia. 40 Disparities persist  between urban
and rural areas, where poverty remains concentrated. A growing rural population,
coupled with mechanization and di versification in agriculture, results in more
people migrating to urban areas or out of the country . Standing at 15.1 per cent in
20186, rural poverty is almost 6 per cent higher than in urban areas. Especially in
rural populations, poverty is driven by fac tors such as low agricultural productivity,
high dependency rates within households, limited access to productive assets and a
high level of informality in rural labour markets. 41 While the average total per
capita income recorded in Tashkent in 2019 was 19 ,352 som, it amounted to less
than half in most of the rural regions (Figure 2), which are the ones targeted by
IFAD operations. 42

Figure 2
Total income per capita by region 2009-2019 (average)
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20. The vulnerability of rural people is exacerbated by scarce employment

opportunities. The demographic situation in Uzbekistan with a high share of youths
coupled with largely jobless economic growth is a key area of concern for policy
makers. From 2012 to 2017, the working -age population grew by 1.7 million,
wherea s employment growth was only 0.2 million, excluding migrants and informal
workers. “* Youth unemployment remains high at 12 per cent (2019). The lack of
well - paid jobs in the rural sector leads to massive youth migration and entry into
the informal economy; as a result, informal employment accounted for 59.3 per
cent of workers in 2018.  #

corresponds with relative equality, 0.3i 0.4 corresponds with a relatively reasonable income gap, 0.4 0.5 corresponds
with high income disparity, above 0.5 corresponds with severe income disparity.

3% Population Reference Bureau (2021). The average was calculated on the under-five mortality rates of Uzbekistan,
Kazakhstan, Tajikistan, Turkmenistan, and Kyrgyzstan.

4 UNDP, HDR 2019.

41 FAQ, 2019. Gender, agriculture and rural development in Uzbekistan

42 The HSP targeted the region of Surkhandarya; the DVCDP the regions of Kashkadarya and Jizzakh; and the ADMP
the regions of Ferghana, Namangan and Andijan.

4 ADB, May 2019. Country Partnership Strategy. Uzbekistan, 20197 2023 - Supporting Economic Transformation.

4 The World Bank. "Growth and Job Creation in Uzbekistan: An In-depth Diagnostic". December 2018.
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21. In 2018, Uzbekistan ranked 64 h out of 162 countries in the Gender Inequality

Index “° (GllI), but gender statistics and sex -disaggregated data relevant to existing
gender ineq ualities, in particular at rural level, are lacking. Nonetheless, it is clear
that women face a number of inequality -related issues. This includes the labor

participation rate , which is much lower for women at 49 versus 77 per cent for

men, with women conc  entrated in the low - paid sectors of the economy. Whilst men
migrate out of rural areas (or out of the country) for better income opportunities,
women mostly stay behind.

22.  Rural women, wh o represent about 25 per cent of total agricultural workers, have
very limited opportunities for employment outside of agricultural work . They are
mainly in low-skilled manual occupations , without protection from the labor law
and with a significant wage ga p. There is both vertical and horizontal gender -based
segregation of the labour market. Women represent only about four percent of the
heads of private farms. There are no data about women heading dehkan farms, but
since a very small number of women are he ads of household, they are unlikely to
be the formal heads of dehkan farms. Although legislation guarantees equal rights
to property ownership for women and men, inheritance traditionally favors men.
Thus, women have access to land as a member of the house hold, but they are
seldom the registered leaseholder. As a result, only 22 per cent of the total value
of property registered with the National Agency on Land and  Property Cadaster is
owned by women.  However, as around 85 per cent of the labour migrants to
Russia, for example, are men, there are many women left behind on farms. They
need to carry out the agricultural work but have little power to manage the
household finances. “ As womends financi al l'iteracy is al
access to finance is unequally constrained. 4’

23. The above socio  -economic challenges are exacerbated by the COVID -19
pandemic which is affecting the economy by reducing growth and creating
additional financing needs . COVID -19 has limited the opportunities for work
outside the country during 2020 -21, forcing (mainly) men back into the country
and reduc ing remittances. GDP growth was close to zero in the first half of 2020,
compared with a 5.8 per cent growth in the same period of 2019, and remittances
declined by 19 per cent. Th e unemployment rate increased dramatically, from 9.4
per cent in the first quarter of 2020 to 15 per cent in the second quarter. For the
first time in two decades, poverty is projected to increase due to the consequences
of the pandemic. The government has supported private consumption through an
increase of about 17 per cent in social payments and of 10 per cent in minimum
wages, and diverted 2.5 per cent of GDP to additional health spending, public
works and support to enterprises. In the same period, exp orts and imports fell by
22.6 per cent and 15 per cent, respectively .*® Lower revenue collection and large
anti - crisis spending contributed to a fiscal deficit of about 5 per cent of GDP in the
first half of 2020, compared to 1.75 per cent in 2019. 49 Increased external
borrowing from multilateral and bilateral partners helped finance the higher current
account deficit.

24. Moreover,t he country, though rich in natural resources, is facing several
environmental challenges , including the consequences of the desiccation of the

4 The Gender Inequality Index (GIl) shows the loss in potential human development due to inequality between female
and male achievements in three dimensions - reproductive health, empowerment and the labour market. It ranges from
0, where women and men fare equally, to 1, where one gender fares as poorly as possible in all measured dimensions.
(HUMAN DEVELOPMENT REPORT 2019. Technical notes. Calculating the human development indicesd graphical
presentation. Technical Note 4. Gender Inequality Index.

46 FAQ, 2019. Gender, agriculture and rural development in Uzbekistan. Country Gender Assessment Series.

47 ADB, December 2018.Uzbekistan Country Gender Assessment. Update.

48 World Bank, Macro Economic Outlook. Uzbekistan. October 2020

4 IMF, Request for disbursement under the Rapid Credit Facility and purchase under the Rapid Financing Instrument,
Country Report No. 20/171. May 2020
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Aral Sea, °° soil erosion, salinization of water and scarcity of water resources,

massive use of chemicals for cotton cultivation, 51 poor wastewater treatment, and

air pollution.  According to the UN Environment Programme (UNEP) 52 the country is
expected to face increasing temperatures, higher water demand and declining

water availability, and an increase in the frequency of extreme weather events as a
consequence of climate change. Increasing temperatures seriously threaten the

product ivity of the agricultural sector by accelerating the risk of water stress,

particularly in irrigated agriculture, in a country where almost 90 per cent of

consumed surface water is used for irrigation and where the irrigation system, as

mentioned above, is  often inefficient. 53 54

B. IFAD's strategy and country programme for the reviewed
period
25. | FAD6s engagement wi t h relatwdlye k recert a dzbekistan joined

IFAD in 2011 , and since then, IFAD has approved three projects for a total financial
volume of US$128 million (Table 1) .

Table 1
Status of IFAD supported interventions

ID Name Project Type Total Status
cost

1100001606 Horticultural Support Project Credit and Financial 31.69 Closed
Services

1100001714 Dairy Value Chains Development Rural Development 39.41 On-going (mid-point

Project surpassed)

2000001283 Agriculture Diversification and Credit and Financial 364.16 On-going
Modernization Project Services

Source: IFAD GRIPS.

26. While HSP was a highly concessional loan , the Dairy Value Chain  Development
Project (DVCDP) and the Agriculture Diversification and Modernization Project
(ADMP) provide blended terms . Taking into account counterpart funding from the
Government (US$29 million), beneficiary contributions (US$34 million) and
external co -financing from local and international partners (US$21 million and

US$212 million respectively), the estimated costs of these operati ons were US$435

million (Table 2 ). The sources of financing were highly concessional loans

amounting to US$9.6 million, and blend terms loans amounting to US$116 million.

Annex IVpresents the |ist and timeline of | FADO&s inte

2012 and related implementation arrangements

%0 The Aral Sea in Central Asia, which was the was the world's fourth largest inland sea, started to shrink in the 1960s,
when the Soviet redirected water from the two main rivers that flowed into it to feed vast new cotton fields. Today, the
Sea is 10 per cent of its historic size.

51 The use of fertilizers in Uzbekistan is 607 70 per cent higher thantheworld aver age. (UNECE. #AUzbeki st a
Environmental Performance Reviews. Third Reviewi Hi ghl i ght s o. May 2020.

52 UNEP (2017) Outlook on climate change adaptation in the Central Asian mountains. Executive Summary. Mountain
Adaptation Outlook Series.

53 On average, in Uzbekistan almost 90 per cent of crops and livestock production are grown under irrigated areas,
while cotton is entirely grown under irrigation.

5 World Bank (2013). Uzbekistan: Overview of climate change activities. Washington, DC. Available at:
https://openknowledge.worldbank.org/handle/10986/17550

%5 Rounding errors occur because values given to nearest million.
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Table 2
Snapshot of IFAD operations in Uzbekistan since 2012
First IFAD-funded project 2012
Number of approved loans 3
On-going projects 2
Total amount of IFAD US$129 million
lending
Counterpart funding US$29 million
Beneficiary contributions US$34 million
Co-financing amount (local) US$31 million
Co-financing amount US$212 million
(international)
Total portfolio cost US$435 million
Lending terms Highly Concessional (HSP); Blended terms (DVCDP; ADMP)
Main co-financiers IBRD, Spanish Fund
COSOP 2017
Country Office There is no IFAD country office in Uzbekistan
Country programme Vrej Jijyan (April 20207 present) based in Istanbul; Mohamed Abdelgadir (20171 2020);
managers since 2013 Frits Jepsen (20141 2017); Omer Zafar (2013); Henning Pedersen (2010-2013)
Main government partners Ministry of Agriculture, Ministry of Water Resources, Rural Restructuring Agency,

Ministry of Finance

Source: Oracle Business Intelligence.

IFAD does not have a country office in Uzbekistan. The Country Director manages
the country portfolio from the IFA D Sub -regional H ub of Istanbul, with supervision
and implementation support missions to the country.

The first results - based country strategic opportunities programme
(COSOP ) for Uzbekistan was prepared in 2017 to cover the four -year
period until 2021 . The focuswas on rural small -scale producers, particularly

dehkan farmers, to improve their agricultural productivity and participation in value
chains, while integrating the sustainable use of natural resources and climate -
resilient technologies (  Table 3). A COSOP mid -term review mission was conducted
in June 2019 and the completion review in August 2020. The next COSOP will be
informed by the CPSE findings and recommendations and will cover the

period 2022 -2026 .
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Table 3
Main features of the 2017 RB-COSOP

COSOP 2017
Objectives SO1: I mprove rural peopl eds c avaue agticylturaln d

systems;

SO2: Increase the productive assets and competitiveness of smaller-scale productive
entities in rural areas to enhance their market participation;

SO03: Enhance the ability of small-scale producers to make environmentally sustainable
use of natural resources, and raise their proficiency in adapting to climate variability and
shocks affecting their economic activities.

Geographic priority Regions of high development potential for horticulture but challenged by highest incidence
of poverty, high population density and inadequate land and water management practices.

Subsector focus Horticulture; Dairy products; Livestock; Rural financial services; Food security and
nutrition.

Main partners WB, ADB, the USAID, the European Commission (EC), Agence Frangaise de

Développement and the German Agency for International Cooperation (GI12).

Main target groups (i) Dehkan farmers;

(i) Smaller private farmers and rural entrepreneurs;
(iii) Rural unemployed,;
(iii) Women and youth within these two target groups.

Policy dialogue Opportunities for the improvement in the livelihoods of the less-advantaged rural

populations;

Promotion of the role played by dehkan farmers in the development of commercially viable
businesses;

Introduction of climate adaptation technologies.

Country presence No I CO in Uzbekistan. The CD is based in

Source: IFAD. COSOP 2017.

Key points

|l

Uzbekistan has undergone significant transition since joining IFAD in 2011 , with a new
government in 2017 driving change from a centrally planned to a market economy.

Agriculture remains a significant part of the economy, accounting for 28 per cent of GDP

and 26 per cent of the labor force , but supporting two  -thirds of the population in 2019 .
Previously cotton and wheat were the main products, but agricultural diversification is

underway. Dehkan farmers (or very small scale farmers) are the main producers,
particularly in the sectors of fruit and vegetable production and dairy.

While production is growing, there are weakness es in the full agricultural value chain,
including security of land tenure, deteriorating infrastructure from the Soviet period,
inade quate knowledge and extension services , and access to markets.

Social development is strengthening, but there is gender inequality and growing rural
unemployment, as well as increasing environmental threats from climate change.

IFAD has financed three loan projects in the horticulture and dairy production sectors
(including in -project grants)  since 2011 for a total of US$128 million, and two regional
grant funded activities.

IFAD has no country office in Uzbekistan and did  not have a country strategy until 2017,
when the COSOP was approved. The Country Director is based in the Sub -regional hub
in Istanbul.
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29.

30.

31.

32.

33.

Performance and rural poverty impact of the Country
Strategy and Programme

Relevanc e

Definition of Trheel eevxatnecnet. t o which: (i) the objecti)
(whether implicit or expliartelygoostbieratd whth COSC
benefi di aguiesement s, cawmmrdt rcyrmpeoedd,e Eiriporihéedesig
of tshea ataengdy ret argeappgaallopted are consistent wit
objectiwaad (iii) the st ¥f)ataedgayp theads thoe eand d(rreess chang:
context.

Rel evance of | FAD6s country strategy and progr amme
and corporate strategies

In the absence of a COSOP in the period 2011 to 2017 , and in a country

th at was starting to open to relationships beyond the ex - Soviet Union

countries , butwas stil st aticee nt e rtledevelopment strategy pursued

by I FAD responded to important shifti® itmegover nmen
agriculture and rural sectors promoting a Anore di v

COSOP was not required when Uzbekistan became an IFAD member country in
2011 and the Government was not keen to adopt a programmatic approach.
Uzbekistan was a new member country and IFAD opted to implement one
operation at a time in order to fit with the country priorities and learn from the

experience.

The key thematic arebhBARPowaéwuedchwi n dnetv, e lrouprnae
finance, -scmdagri culture andcdrhredat iivaetrsr r el evant

to the Govedsngeowth and poverty r%Tduesd anspl ans
focused on inclusive economic growth starting fron
transl ated into increased attention in the past 10
primarily in rural areas, to the diversification o
access te Andahaoafrastructure especially of vulnera
More receweldiymamttenti on towasrahaanetyani zed

i ncreased ¢ on se ndveirractn noenn toafl and climate @ahange i ss.
growing interest in renewabThi sggmaddig wiFtA@ur ces

i nterteeatasdopt a climate smart agriculture approach
of climate change, and in particulWhr,l ewattheer dsecsa rgcni
of HSP did not address <climate changlecobederns, th
climate change issues to some extent, with discuss
production to greenhouse gas productihomnh Mbre cons
COSOP and ADMP desi gn

While |l arger I Fls focused on provi dFAdatseethni cal a
first devel opmentsumpgprordet i taltar oahapraojteoct

pi onetere direct targeting of the most vulnerable g
farmemMse design of the HSP responfdetdhda oGdvher mpmd ntt i
to diversify the agriculture sector, increase farm
wheat and cottoinnpoohiughadodcned| apd-ilnakenwsi ve
production, such as fruits andGl vyeppromrmtltesd .t MNiss sprcdh
was tiarmwdhosely foll owed .bylhet Wor (dMBRBamAds i an

Devel opmentADBanrk (currently i mplementing major inte
horticultural subseclt olrsad owilAAGWMPHSFs.| EADt i nui ng i n
direction. Mor eocoevepl,orasd fumdérert he rel evance of th

56 As outlined in the Welfare Improvement Strategy 2008-2010 (WIS I), the subsequent WIS Il 2013-2015, in the current

AiDevel opment Strategyo (February 2017) a2030addptedmmOaopey f or Agri cu
2019Decree of the President of Uzbekistan No. b5ebfmentditbee Approval
Republic of Uzbekistan 2020-2 0 3 0 0 28 &dtobed 2019.
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34.

35.

36.

37.

strategy.,s ekORNni sedobrytriy partners as theofirst | oa
ever target directly the dehkan far mers.

The focus &6f ilnRADventions on the value chain appr
agribusinessmedewvetombi ned with the provision of ru
capacity buil di-pmgoranfdopouo, was relevant to the cou
Uzbekistan was facing significant Il imitations, inc
mar ket and technol ogi c aextiennfsoiroma tsieornv,i cweesakand poor
finance The design of HSPhwaghgeatdéddi insutffheai ent
how the I inks wtooawar dva ptpleen devel opment of the hort
chain for six different commesdohief mlUoalg Wwinant e
capacity building to support modern and appropriat
rootstock and irr-sgatieohprtocsméabll als unuirttshherHoweve
explored under éfnf @aotaictémces i owasata pewr,adwi t h t he
mai mocus on rural finance and prodestibenwaed very
actors established

|l FAD | earned from HSP, with efforts to incorporate
designs on how the value RBWGDMsf ovowsdd derw ed op.
production and aimed to introduce a more el aborate
dynamics of interaction among val uestthlaemoladdror s,

fora and strategic T e eSsDONRB hdenmpd ramtsr.at es more f eat
of wvalauien cdhe v enltiopuneh as conducting rapid mar ket ass
XxXisting and potenti al -swealtwe sg h ainds mamppi nngb of t he
hain stakeholders to develop roafdmapdediogn! &lasio ng
ncorporates el emeanntcse ds ulcoha nasgueanrhant ees and use of
i sk assessment programme by-oREI ft ¢d oampp drot atl he sre
f the value chain. The barriers to exports are al
iving attention awmdpoypgliemadds t aequi red for exports

| FA®i mpl isctirtat wgg t o adacmrsess i ts opheer anteieodn st o

i mprove access to medtammafnidndmamneg of small hol der s,
especi aldleyh keefrar me HSP was <cl early focused on rural
provision. shhyQDbRtthehgvel opment of mechanisms to ass

commercial banks in the provision of credit resour
of I and plots hence it is contribfuadocgDewelt hepmemut c
Strategy of the Repufbd2ioc2i®dG3 ®WBbMPkhasanntroduced
further | mprbooybaeamknhg the State Fund for the Suppor
Devel opment of Entrepreneuri al Activity to provide
smal |l hol ders and ot hewhoultatkeateeptabkerdamlgl ater a
the parti al coverage of Il ending risks. These guara
l end to the agricultural sector. The financing 1is
activities that are not covered by subsidized gove
agriculubsrealt,es3xxxept cotton and wheat, including bo
wor king capital. Furthermore, it is establishing a
who are underserved by financial services with aff
products.

Overall, whidlei gnment with thée geees hwmasnmai n
concern he adherlemmABc dropor@aitieor iwtaisesi ni tially weak

with HiSAproving with DVCDP and more retkRaetly with
interviews carried out in the comntwenxderolfi nedk tCHPE
| FAD and other devel opment partners were eager to
country and support the shift towards diversificat
attention to corporate strategies and avbeding pla

|l oans. HSP did not fully mainstream themes such as
climate change. Youth was not considered in projec
the national popul ati on being under 30 years of ag
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38.

39.

40.

41.

mi grationgopegpba fromb5DwCDP amedass.specially ADMP i
in the design i mportant elements to tackle environ
i ssues and targeting of youth.

The alignment of the countr ys sturadalegfyi rwardhe | pg-AID cvy
al so welehk s i s because the enabling environment wa:¢
on he mesht Itetwveelmi che bavgl fibhanci al providers at
and st,ilwerteo tdleg ebr anches of comme+ooninaeld banks
rprises)i nopreuraali nggreavds damdgy bank [ oans. HSP des
ments make reference to the participation of ¢
ice providers for small farmers normally exclu
ehhanneling credit t hsr owagsh acrseod ietx puercitoenrd t o he
ging down the high interest rates in credit un
gi st erneidc rnoofsitnance institutions in 2007, and c
t i¥w¥ThAel0ocus of the 2009 poliialy iomf rtadaxet mestou i
macro | evels (policy, |l egislative, regulatory
ing i n t e neortlfaovl-hoeon knonng f i nanci al institutio
|l oped with the WoersiBanlowBgnadfi nwhwel vement of
rnati onal Fi nghkE@hCarp pneyei wdhye t o a mor e

ucive policy environment .

tually, | FAD developed the first COSOP in 2017
ect ssil RpAIDIi ci t setarratieegry i n its objectives and i s
ned with national and cDheoC@fOPsgoalt egmeésout c
both consistent with the | FAD25tra@ahegstr ngme
of the COSOP on the poores&t mamaimblebl ders r ef
of alignment with national strategies, the S
with theée hebWetfiaves | onfor ov éWieSh)th hSd riattse gy

y areas such as capacity building, access t
ilient agronomic systems and sustainable 1| a
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, Sittraat egic orienwaadakoand without concrete meche
gramme monitoring and Asanfagretmeen .detail ed in the
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sically a desk stway montd fderosaidcigd,inot adopt a
ogrammatic app@GoadlertvenithAhs BndUithekhsetand it
outsed as an instrument for strategicThei dance for
ecent increased attenti omktaom rMfwmanlerpovwer tthearGh vee
nhanced the alignment of ht hdhecwnmrane mtnaCOBOP awietgi e s
i kel y toclsouspeproratl i gnment of the next COSOP. The C
overnment counterparts pointed to &&hepeontionsd r
n Uzbekistan and to the need tonhapVaca tel cabl ecW
ata beyond theaondt puéantsheeomenit o knowl edge that can i
deci sion making.
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Quality of design

The CSPE notes some efofhol tes Soom$bSuPi | BVCDP and
ADMP bui |l t on the |l essons from HSP to some extent

57 UNICEF. 2020. Youth of Uzbekistan: Challenges and Prospects. Available at
https://www.unicef.org/uzbekistan/media/3541/file/Y outh%200f%20Uzbekistan-
%?20Challenges%20and%20Prospects.pdf

%8 HSP Design Working Paper 3 on rural finance: thdiintended participation of credit unions in project credit line
activities will support their possibilities to attain sustainability, thereby establishing themselves as service providers to
target groups not normally reachedby t he banking system. 0

59 Deposit-taking microfinance institutions ceased existence in 2010 - with the reversal of the 2002 Credit Union Law
they were all turned into non-deposit-taking financial institutions that lend theirownfunds. The f ocu®090f | FADG6s 2
policy on the meso (financial infrastructure) and macro levels (policy, legislative, regulatory and supervisory framework)
is missing in the portfolio. Right now, a new law on non-banking financial institutions is being developed with the
assistance of the WB and involvement of IFC.
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42.

43.

44,

45,

projects in the region) and enhanced the design of
finance components. The targeting approach has pro
of theamed etvod | FtADat egi e s . For example, ADMP is no\
yout h, and is improving its attention to environme
addition, the iladegntpsediencposr tsemaue nckemaci ty

buil dibmg h centraPFly amd fatel d | evel, and planned t
buil digdhggkeacpel prior to i s Hwoiweg etrhe alsodmst her expl ai
the effectiveness chapter, i nngr ehatpigoned tthhies sequen
Government focus was to itéeoue Waans nguif okl yhhei capa
buil ding.

Despite the alignment with the country priorities,

the relevanceds osft rlaFftAeDgy and progr amenei.s Fa rcltear he
di sconnect bleRAMEesni gn docuamedhhe feasibilsity studie
prepared by the GoherBGmeetnment of Uzbfedsisbiahi regqu
st uidefsor each ofsuphporitFeAD proj ects and for those of
and financing institutions. According to the natio
Study bblagatory docuneRtispirapatred al l state inves
gui des i mpl emérde aad ii shluidtifyposr FtsFLADport ed wemwe¢ emats

transl ated and superseded the official design docu
document forctt hlempPlreoment ati on Manuals (Pl Ms). The
standard business plan format and mostly covers in
including technical and technol ogi cal management Ww
economi c projections and eicom.omirc madtuepgrutsgd,i fti lceay
address devel opment aspects of the projemds, such
governance.

Moreover, the feasibility studies were not in sync
Il FAD in preparation of t he tdhees ilgant tdeorc uamdeonpttse.d Véh ivlael
chain approach, the feasibility studies were too p
the flexibilidryi wdn dwarama c h.dn nt hpe,dareds pevj ect s
focauddn i ncreasidngfThos.ddtimiet qual istiyynofandle as

expl ored | ater incabeadepgreffbatts on the overall
effectiaedeseksficiency of. the programme

Second, the absence of an enabling environment was
desi gith.e country was not cyoenip Ireexa ddye sfiogrn tohfe pr oj ect s
addressing the entire value chain of a plurality o
undertaken in the context of the CSPEsrénhaal ed t ha
mers had-htohvendnowly needed feaohnsic&letcapaei ties
ountry | evel were weak. The technical knowl ed
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ement was acking and the capacity to attract
n staff wa |l ow. This was accompoamitehde by t he
nment to use the | oans for capakday ythoeui | di ng
sssucdhfi ghl vy echni cal operations.
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ronment for | FAD. The introduction @afda val ue
e i mplementation period was too shor,ta tseceonhdi eve
phase would have perhaps all owed the progression f
effective |links between stakeholders throughout th
DvCDP, twkeerrel ong | ag periods between the project d
i mpl ementwédtilenthe feasibility wtudyttwespptepaiatd f
conditions on the ground to have changed. Despite
period and scarce resour geo,n rextplteen etnftaen olveir|l diewv er
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46.

47.

48.

49.

mar ket | inks and introducing value chain el ements,
horticulture to difveseterk @e@adgtaphic regions.

Finallrpj ept arrangements were not conducive to eff
management and interactions and exchangelsheamong st
| ocati onProofj eechte Man ag eRiebhitn Wnhiet c(api t al has meant t
interaction with stakehol detresd.anThereaeifs calago elsi tits
opportunity to share | essons between projects, for
staff and Tfharsmeresdrufceer mati on fl ows and ownership.

Adjustments to design

Both Government andcoéFAOatelrwgeni sed some design
problems and made adjustumpmemnvissiadhn emi stshieo nhi dand
term ReviewtBb$Pand DVCDhowever, not all/l necessary
have been addAdkjssssetdment s sought to address some of
bet ween the project dbkeisliigtnyiasntdd&yhceh waetahsir egar d t o

furtdhepporti ngs wooeenss to finance. I't was also pl al
scope of | oans to i ncl u2dOel 8vo rtkhien gf icnagonictiang arnr ange
thus modi fied to reflect a reallocation from Compo
targets had already been achieved, to Component 2
objective of expanding the elgiugeishtisl iatnyd crnictreeraisa nfgo
number of women | oahtbéesehbtedrhewever, that while
of women | oan takers increased slightly in the fin
were no adj usat meattcsiaclel ow wor ki ng esgpittealt hleoans, d

recommendati ons of the midterm review.

I n DVJODH,l owi ng supervaddoni mhaki snhaff have been r

i mprove the outreach to women in | oans and trainin
support to farmers AMTR ogklommd SPepwtedmbén RO0BEK
at i samiesi ng i n i mgdwatewd sathieomror um fRrri Waithd i ¢

Col |l abofFaPtH@m researxhafmdnadj ust the design as req
Hopefully, the outcom@hefbdddiec MIRmiwsiWledtofatti ve ¢érsd
date of threapotme¢ermtof fi ci al ldye srpeistoel vneadny. di scussi ol

Design of the targeting strategy

The key role of Dekhan farmers in the agriculture
recently recognized by the governmenertmeasates of
are not avdhlakbloecept of poverty was not recogni se
ti me of the HSP design and refesenacdvadmtsagnadle onl vy
popul atli®olnns .practice the targeting was to dehkans |
asheére was no measurement oflnhaddi tpioomrrttyhest@dluist
support needed for effective targeting of dehkans

representatives were more interested in funding | a
| FAAD i nterestsinadebkdhng to interviews conducted

took a change of President for the Uzbek gover nmen
pl ayed by dehkan farmers in agricultural output pr
measures to protect giagfhtisnadindi dwalerfeatms, dehkan

owners of hous®tbeohldampd odtsi.l | have | imited control

they have |ifetime use and inheritance rights. How
coll ateral for bank | oamemaiamsl ilmntdhelHaordg iofn | oc
government which continue to prioritisehamtton or

fodder for dairy cows, for instance.

8 According to respondents, this only changed in 2019, when the President issued a statement recognizing the millions
living in poverty, and in 3.2020 the Ministry of Economy and Industry changed its name to the Ministry of Economic
Development and Poverty Reduction

51 HSP Project Final Design Report Working Paper 1: Poverty, Gender and Targeting

52 Presidential decree UP-51990f90ct ober 2017 AOn measures of radical i mproveme
rights and legal interests of individual farms, dekhan farmers, and owners of household plots with the purpose of
efficient use of agricultural arable |l and. o
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50 Against this backdgsroruonlde, ilng AsBouegpnd!|l sector targeting

relevdrmrtAD was the first I FlI to directly target det
horticulture and dairy, as key sectors for dehkans
constraints imposed on small holder farmers (limite
credit andaexgdnst) ,clas wel l as the lack of public ¢
| FAD identi fied dehkanscfadremeprrsi vaande shnoarltli cul tural /|
producers as its primary tther gatr-cgmawmadHPP owaesst t C

target small hol deamsn iand dUuztbhiéknosp ¢ F&ADIi ons target

agribusiness eotrtrepreneerwprtcviekdrssi ng or potenti al
with dehkamaldngprivate farmers, to provide inputs
the primary target ¢graowplttemdneughndel tr al unempl oye
i

reci pient s -soufp pporrotjeedctj ob opportunities at both far.|
Ot her |1 Fls have joined | FAD in supporting horticul
have supported | arger scale producers.

51. Targeting orf, womdke | ater youth, has been addressed
the establishment of parWi thpattbe gaoges. groups i
women constitute a specific cluster under HSP, whi

target rurlHi yowash.ant i snpeptaams it is unlikely that
have taken place WwWihthbdet HoPpt asf emal e quota of 30
di rect beneficiaries of training, |wassphadnedpl oy

teensure vwwmeaartici pation. ODVECDR ion thdeso dfleenead ,e
qguota differentiated according to the type of acti

trainings, 30 per cent for | oans beneficiaries), w
targets f dsr pweorneinci pati on (20 andamd tpreai rciemgs f or

respectively), establishes a minimum target of 50
beneficiaries of targeted | oans ranging from US$ 5
underserved by the ongoing Government programme ofr

52. Geogr apthdrcgethiansg been r el evwaanst ,draisveint by poverty

incidence combined with high productive potenti al

|l i vestlomkaccordance with the 2006 | FAD Policy on t
Uzbek Wel fare |I mprovement St raatde AYOMPt thea vi¢S F,o0 cDui\sGDIP
the regions of Uzbekistan which present high conce
have a significant competitive advantage in the ho
sect -HfS. focused on the southern region of Surkhanct

cocentrations of disadvantaged people and signific

with a high productive potenseéeat oi noft hienagresul t ar

target group (Fort DVCDPurehe geographic targeting

t he s-eccdonoomi ¢ indicators of the Jizzakh and Kashka

2015 presented a poverty incidence of 29.6 percent

The COSOP (2017) specified thatiRadieonsargfethiagha sh

devel opment pot emtlitalr ef duthaermtaild enged by highest i
v h

poverty, hig popul ation density and inadequate | a
practoélclees . Ferghana Vall ey, where ADMP is | ocated, |
densahg a relative | ack of finanAt floe swuaal deveh

proj dNNatmangan had the second | owest GDP per capita
Consequently, it could be considered to reflect we
53. Summar fheekFevance o ¢t¢t&ADtry strategy and programm
moder at el y cstaotriys f(#8@AD responded to important shifts
policies in the agriculture and rur al sectors pron
sustainablléewaectloe progideol oant ienlhocti tol ture va
chain in thendcbampi gnedct support to the most vulr
the dehkan Thea nfeacsus on the value chain approach t
devel opment combined with the provision of rural f
pr-poor focus, was r el ev&mtn.s Taardg emoimmegn ,ofanddeh at er
were innovative and i mportant in the Uzbek setting
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54.

55.

56.

57.

58.

Yet, the r el evsanccoeu notfr yl FSAADr at egy and programme i S
sati sf.alchteorryel evance of the strategy is heavily af/f
key amothem is the disconnect between | FAD design
feasibility studies prepared by the Government, th

i mpl ementing value chain oper d@thieonmsnciomdaicnevw count
i mpl ement ati on aasr ameglelm&aistfstt hien geographic and sect
which |Iimited the consolidation of results

Coherence

Defini.tionherence compr i:seexst etranpadln b b tceorneearlenc e .

The externeanlcecohsert he consitgtagregy ofi tthibeot her act or
interventions in tlhret esramel colnttekxd ngtmttelren al l ogic o
the strategy, daoamdluadmergt arhiety of -l emdii mg @a@hjde mtoinv e s
within the count.Nypenodgirmgnneect i vi fi es damai sapec
coherence.

External coherence

|l FAhasa clear comparative advantafgef doudizibgegkdrst an
smal |l hol,devihs ch i s recognized andcapmptrreyipaednoély ir
The CSPE i nhtelmdiitdwesd he government and other devel op

reveal ed that | FAD is knaowmetwmkrgdtei counheypbdborest
in rural areas. As such, I FAD built on its compar a
cover a spe,casficcompiacttheeth er o i nternati onal organi zat.i
that target medium and | arge size businesses. This
apprecinatvwey t he government at central and | ocal | e
IFAD was one of the first financing  organizations to invest in horticulture

and dairy value chains . As presented in Figure 4 below , GIZ %, SDC % and GEF %

all had small interventions in horticulture around the time of HSP (or even before)

but provided only technical assistance, rather than finance. WB and ADB

investments started lat  er than HSP. Similarly, DVCDP is the first investment in the

dairy value chain. Initially the Government steered the WB away from the HSP

location of Surkhandarya to avoid overlaps; but once HSP ended, the WB expanded
there giving some potential to build o n HSPO&6s exper WB,EUansl ADBT h e
are currently working in the horticulture, livestock and agrifood sectors in the same

geographic area covered by ADMP, overlapping particularly in Andijan and Fergana.

These interventions reflect the increasing inter est of the government towards the
diversification of the sector.

The CSPE interviews confirmed that there is an untapped potential for

synergies between development partners . Early stage discussions are

underway for a new IFAD project in the Aral Sea area. This would provide an

opportunity for partnering with other partners who have expressed interest, to link

to | FAD6s work in the region on pasture management
change issues. However, it is also important to consolidate in the DVCDP and ADMP

areas. COVID -19 has interfered with the implementation, and it may be inefficient

to close those projects without consolidating the achievements

53 Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GI1Z) GmbH
54 Swiss Agency for Development and Cooperation
% Global Environment Facility

26



Appendix Il EB 2022/137/R. 19

Figure 4:
Timeline of horticulture and dairy-related projects by other development partners in Uzbekistan

European Commission (Small hol der%
World Bank (Ferghana Rural Enterprise) .
ADB (Horticulture Value ChaH né-

IFAD (Agriculture Modernization)

GEF (Ecosystem Services) p—
USAID (Value Chains)
World Bank (Horticulture)
IFAD (Horticulture Support)
SDC (Seed & Food Security)

GEF (Horticulture Crops Use)
2010 2012 2014 2016 2018 2020 2022 2024

Source: CSPE
Internal coherence

59. | FADG6s strategic positioning was oheentgusioded by an
or country strategy (neither intended nor formalized in a COSOP). As
analyzed under relevance, this was initially due to the context that was not suitable
for a programmatic approach. Two of the three investments comprising the
portfolio were designed before the COSOP and the ADMP design overlapped with
the COSOP preparation. Conse  quently, the projects could not be structured
explicitly around | F ADdnghe coatiany,tthe QOSOPwaat e gy
developed based on the projects. The shift of focus of | FADG6s port
the government priorities, yet it was not underpin ned by along -term strategic
vision that would enhance IFAD strategic positioning in the country. In addition, no
matter how good the internal coherence of the projects , important elements of the
design, among them knowledge management, M&E and women targe ting, were
disregarded by the feasibility studies prepared by the government.

60. The preparation of the first COSOP was the opportunity to formalize and

better structure | FAD6s engagement with the countr
choices . Yet, it translated into a missed opportunity as it was developed mainly as

a desk study, during a period of chan ging IFAD country management. The

strategic orientation and internal coherence of the 2017 COSOP is weak, it

does not build on the synergies of the lending and non -lendi ng programme

and does not provide concrete mechanisms for programme monitoring . The

COSOP comprises lending and some minor non -lending activities . H owever, the

strategy is based on a Results Measurement Framework that reports only the

outcome level indicat  ors with ambitious targets, rather than on a clear theory of
change that builds on the complementarities of the lending and non -lending
portfolio to bring together these mutual ly reinforcing elements in a comprehensive
and coherent country strategy and pro gramme. An appropriate monitoring system
was not established and as such measuring results is currently challenging at the

output level, impossible at the outcome level required by the COSOP.

61. In practice, as detailed in the next paragraphs, the COSOP could not be used as
an instrument for strategic guidance for IFAD in the country, nor to drive
partnership and dialogue based on acquired knowledge and experiences on
important issues that are gaining momentum in the agenda for policy discussion.
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62.

63.

64.

65.

66.

Alongthesam e | i nes, the grants are detached from | FADE¢
country.

Knowl edge management

Knowl edge manaq@emeéerntiti es were included in project
documents and in .trhleprCOcSiCePs el t sk mmvdl edge sharing
within and opermraddiesnsyery | i MBPetlmnceéedaiti onal study
touos issues of fruit and vegetable value chains t
Net herl ands, Armenia and Mol dova. Participants 1inc
enterpris-esyrmagaad farms (mailmargemé¢edi damaraeds), as
well as Ministry ambdeUBABEBAcatatvhl ue was for then
the I ogistics chain and to understand the benefits
preservaairmars cold store owners i ntiesrivtiseweedr edur i n
satisfied with their i mproved knowledge regarding
However, these exehhoacn gaensd anroet apdart of a strategic \
|l essons and replicate successful practices.

The FfpPrComoted by DVCDP werglazywp¢ otred ol e in consol
progr amme | earparionjge.c tT hiemp | e memotud tdi dore ureistponsi bl e f
jointly developing a Communication Strategy for th
documenting the technicalprcgogmd mametti(vast pands}) hef

institutional arrangements for theirumnddri vtehrey. Pro
Progra®mméudget for: media production; the developn
di ssemination of training materials for dairy mode
Programnme pveege. | n practioce,urthis did not

Better coordination would have assisted with learning lessons within and between

projects. During interviews or the field visits, project staff of DVCDP could answer

guestions 0 n livestock or veterinary issues, but were unaware of any coordination,
monitoring or marketing activities. There was no easily accessible register at

provincial level of tra  ining provided, course contents or participants, nor evidence

of post training assessments. There is little knowledge sh aring within DVCDP i for
instance, the two provinces appear to operate as outposts, connected only to

Tashkent. There are not apparently joint trainings, nor do the project staff meet in

perso n from one province to another . There is also no connection with the ADMP -
despite the many opportunities to share learning, particularly on dairy issues.

A systematic approach to knowledge management was not developed

during the review period to unl ock the potential for learning to promote
innovation and scaling -up and influence policy dialogue. % The projects, and
later on the COSOP, correctly recognize that the pathway to scaling -up starts with
an M&E system and knowledge generation to feed into operational policy dialogue.

The COSOP mentions M&E and  knowledge manag ement in the logframe as one of
the instruments to achieve the programmeds strateg
linkages with the lending portfolio are not clearly laid out. Despite the

recommendation s of the mid -term review of the COSOP and supervision missions
of the projects , a clear KM strategy with resources attached to it was not

developed . M&E of the COSOP has not received adequate and consistent attention
starting from the design stage and during implementation. The M&E system at the

project level did not systematically collect and store data, capture lessons and

generate knowledge to inform decision -making and improve performance. This was
recognised by the COSOP Completion Review (2021).

I n addition to the above, whil edthewldedggn documen
managemantivities, the feasibility studies governi
any mentkoowb&dge managwmemtnd | earni hgowl edpgpeactic

% A comprehensive policy mapping and prioritization was carried out after the CSPE data collection. It involved 8
countries including Uzbekistan and the process culminated with a regional high-level policy dialogue organised by IFAD
in November 2021 with Uzbekistan a flagship partnership case. This can be a good starting point to develop an NLA
specific approach for Uzbekistan in the context of the next COSOP.
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managemdntd not receive attention within the countr
revipewi od, as testified by the few knowledge mana
whi ch mainly concern training manuals related to h
mar ketamd to ani mal, htuhsabtadrwderryei but ed to beneficiari

Partnership building

67. Thelac kof clarity of the NLA approach due to the absence of a specific
strategy guiding the non -lending activities , coupled with the absence of an
IFAD Country Office ( ICO ) and frequent institutional changes, limited the
Fund 6s abil ity to est abjpaitnerbhipsandto sdéequately | e
participate in country -level policy dialogue . Both the government and
development partners concur that policy dialogue in Uzbekistan requires the
country presence of IFAD and in particular the active presence of the Country
Director ®7. IFAD is a signatory of the United Nations Sustainable Development
Cooperation Framework and has been an active member of the United Nations
Country Team . However,t he Government and the COSOP completion review
concluded fian i mp or agdcaltural sector paticy dialogue has often
been absent at critical junctures in the very dyna
(paragraph 41) . IFAD is not readily available for frequent technical exchanges that
are key to ensure the effectiveness of policy dialogue efforts. The development
partners highlighted during the interviews that most of the exchanges have
occurred during design and supervision missions and this is clearly insufficient to
ensure effective, frequent formal andinformal dialogue within -country
stakeholders.

68. The Government consi der ed tolb& Adwé ssk platso |, amdtas
such it did not promote an enabling environment conducive to long lasting
partnerships. Financing partnerships as envisaged have not materialized apart f rom
co-financing from the IFC for the ADMP in the form of the cost of providing its
CLARA agri -risk assessment software to the participating financial institutions. The
PFIs did not contribute their own funds, as was in the original plans. In addition,

the lack of a strategy for non -lending activities, of regular contacts with other
development partners and of a stable country presence resulted in an ad -hoc
liaison during design and supervision missions.
69. The potential of long -term partnerships remains unta pped as 0 pportunities
to engage with in - country partners, private sector and research
institutions have not been sufficiently explored until now . The COSOP
correctly identified the WB, ADB, the USAID, the EC, AFD and the GIZ as key
development partners in rural development in Uzbekistan. Further developingt hese

partnerships would have been helpful to secure financing for technical assistance,
training and capacity  -building in IFAD financed projects, build on synergies and
avoid overlaps in development assi stance .

70. The COSOP lacked concrete business opportunities for private sector
partners which could be explored moving forward to develop inclusive value
chains, mobilize funds into small scale businesses and foster the expansion of
public - private -producer partnership (4P). In 2019, The Law on Public - Private
Partnerships was approved ,%8 to regulate relations in the field of public -private
partnerships, including concessions . To date the PPPs have not been developed in
the agriculture sector, however, on June 6th, 2021, the President signed a Decree
on implementing greenhouses under the PPP modality. % This holds some promise
for inv estments in horticulture, and it could be an area for IFAD to explore in the
future.

57 This does not necessarily require an ICO, but does require consistent and regular support and visits from the CPM.
%8 Law LRU-537. Adopted by the Legislative Chamber on 26 April 2019. Approved by the Senate on 3 May 2019
5 Presidential Decree 5138, 7th June 2021.
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71. | FAD6s programme has an opportunity to expand str a
advantage of the Government 6The Uzlbek Mgeacy orfSmdllo c u s
Business and Entrepreneurship Development and the State Fund for the Support of
the Development of Entrepreneurial Activity established in 2020 under the new
Ministry of Economic Development and Poverty Reduction , IS increasing its focus on
dehkan s. Respondents from these agencies exp ressed their interest in future
partnerships.

72. CAREC is actively involved in climate change programmes and phytosanitary
certification for agriculture products in CAREC countries. Uzbekistan provided a
good case stud y among CAREC countries introducing e-certification during  the
pandemic period 2019 -2020. CAREC also manages an e -learning platform to
exchange knowledge and experience in policy research and organize trainings
including on agriculture and water management.

73. Despite the | imited country presence, | FADG6s partn
authorities was commendable. The government appreciates IFAD work in the
country and considers IFAD to be a reputed partner. The main partner institutions
have been the Ministry of Agri culture and the Ministry of Water Resources. The
Rural Restructuring Agency (RRA), which is now know n as UZAIFSA, was the
executing agency. This choice was appropriate given the context in which the
operations started. The interviews with government repres entatives highlighted not
only the role of IFAD in opening the way to larger investments in the horticulture
sector (though in practice the IFIs were already moving in this direction) , but also
the potential knowledge and technical expertise that the organ ization could provide
moving forward.  Staff of the State Committee for Veterinary and Livestock
Development (SCVLD) also participated in Supervision Missions of DVCDP .70

74. There are indications that t he enabling environment for partnerships and
knowledge sharing is improving. This is supported by the recent partnership
between ADMP and the WB -financed Ferghana Valley Rural Enterprise Development
Project (REDP) , which are covering the same geographic re gions and partnering
with the same implementing agency. As reported by the COSOP completion review
and confirmed by the ~ WB representatives, IFAD and the WB have agreed to strive
for the closest possible coordination and collaboration between the two projec ts
andhavepledged t o recogni se é@namcihgaspadalelfiradcing.
Moreover, the government approved the regional Agriculture Knowledge and
Innovation Service (AKIS), a broad system in which agriculture producers,
research, education, informati on, farm advisory services and all other support
systems, like farmer organization and finance, input and output institutions and
regulatory policy, operate complementarily. The WB, FAO and EU have supported
the AKIS strategy development, and several donor s will provide funding to different
elements . The AK IS could be used as a platform for exchanges and dialogue on
innovations. Notably IFAD was not involved in the working group developing this,
partly due to not  having country presence

Policy engagement at the country level

75. The CSPE notes some positive results in policy engagement . The
Government and in  -country development partners interviewed by the CSPE team
recognized that IFAD had participate d in the Donor Coordination Group in
Agriculture in Uzbekist  an, which comprises partners engaged in the agriculture
sector in the country under the leadership of the Ministry of Agriculture. Some
achievements in influencing national policies include the role played by IFAD in
repeatedly bringing to the attention of UZAIFSA the issue faced by the smallholders
to repay the loans after the devaluation of the Uzbek Som in 2017. As a result,

UZAIFSA established a fund to support the famers. Moreover, IFAD played an
important role  in support for smallholder agriculture de  velopment and in targeting

0 By means of a Presidential Decree, signed on 3 March 2021, the project implementing responsibility for DVCDP was
transferred from UZAIFSA to the SCVLD.
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the most vulnerable groups of the population . The IFAD -financed HSP and DVCDP

were followed by  larger investments by other partners such as ADB and the WB,

though how much they were influenced by IFAD 6s experiences is unclear
76. The above results are not formally documented nor disseminated. Scaling -

up has not been adequately supported by formal communication and

di ssemination. As a result, | FADG6s role in importa

is not formally documented. Overall, the investment on communication of lessons

and results to key d  ecision - makers and packaging for policy dialogue was limited.
The recent improvements in the enabling environment represent an opportunity for
deeper engagement at the country level.

77. In addition, as further explored in the section on performance of partner s,
frequent institutional changes from both IFAD and the government , limited
| F A Dcowntry presence and irregular missions, particularly in the early years
when regular missions might have established better routines and knowledge
sharing , contributed to  weakening policy dialogue

Grants

78. Grants used for supporting | FADGs progr amme i nwddez migalyi st an
not focused . The in -project grants (from IFAD and the Spanish Trust Fund in HSP)
do not appear to have been particularly well focused , being intended to support
technical assistance, project management, credit lines and some expenses. In
DVCDP, the IFAD grant was  better focused |, as it was intended to be used to cover
the costs of the FPPCs (including technical assistance ( TA), equipment and
training). In ADMP, IFAD grant funds were anticipated to cover part of the national
and international TA related to value chain roadmap preparation and provision of

CLARA systems for rural finance, hence were better focused . However, despite the
clear benefit that might have been achieved with greater expenditure of grant
funds on technical assistance, or to identify specific innovations for foc us,

expenditure has been slow.

79. The use of grants did not improve with the 2017 COSOP, which only implicitly
refers to using grants to enhance the impact of the country portfolio in policy
dialogue and partnership  -building activities. Regarding the lending programme, the
COSOP draws attention to the need that the country programme is funded by
additional sources  of other IFAD financing, i.e. ASAP, and of external funding (GEF,
Glabal Climate Fund ( GCF), etc.) to address major environmental and CC issues.

80. Two regional grants (CACILM Il ™t and the SSTC -ADFS 72 partnership
initiative) were funded and supervised by IFAD and linked to Uzbekistan,
however interactions with | FAD6s operations in the

limited . The CACILM Il systematized more than 90 Sustainable Land Management

(SLM) practices used by local producers in five central Asian countries. In

Uzbekist an, the research focused on the identification of traditional technologies

adapted or developed by producers, with more emphasis on large farming areas,

and as such not immediately relevant to the IFAD projects Otarget group s. With
regard to the livestock sector, CACILM Il has focused on improving the nutritional
value of available feed through various treatments, as a way of dealing with

increased pressure on pastures. The affordability of such treatments for small

producers of interest to IFAD, however, i s not clear. Overall, interaction of CACILM

Il with IFAD projects in Uzbekistan was mainly limited to submitting progress

reports and there is no evidence of any other type of communication/exchange

established. Respondents also commented that there was li ttle contact with HSP as
| CARDAG6s research agenda was too small scale. Clos

" Knowledge Management in CACILM Il (Central Asian Countries Initiative for Land Management), with ICARDA as
recipient

2 South-South and Triangular Cooperation for Agricultural Development and Enhanced Food Security (SSTC-ADFS),
whose recipient is the UN Office for South-South Cooperation (UNOSSC)
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relevant for sharing publications with HSP beneficiaries, on topics such as climate
change and land degradation.

81. The SSTC -ADFS partnership initiative , launched in 2014 (and overlapping with the

HSP and DVCDP implementation periods), is a cross -regional grant aiming to
support the national strategies related to food security, nutrition and agricultural
development in nine countries across the NENA and C EN region. " The activities

targeted rural youth and women, and were promoting innovations in water
preservation technologies, water efficient crops and scaling up policies for
production and income generation.

82. SSTC-ADFS was not conceived to have direct li nks with other IFAD investments,
although it was foreseen that it would involve beneficiaries and stakeholders of
existing IFAD -funded projects to ensure complementarity of approaches and
relevance of the activities. The Rural Restructuring Agency did pres entina
conference within the project, however, it is unclear whether there was any
involvement of HSP or DVCDP beneficiaries in south -south activities. A core
element of the partnership is the concept of thematic corridors, meant as
knowledge sharing cha nnels between countries on a specific theme of mutual
interest. In total, eight thematic cross -regional corridors were agreed upon by the
partners, with each country being responsible for the knowledge -sharing activities
in the domain in which it has valua ble expertise. For Uzbekistan, the thematic
corridor selected by national focal points and stakeholders has been the
AHorticul ture Developmento corridor from Central A
relevant to IFAD thematic focus, there is no evidence o f any link established with
the Horticulture Support Project. Under the SSTC-ADFS, a phone application
(MEVA) allowing farmers to access value chain information, was first developed in
Uzbekistan and then adapted and replicated in four other countries. How ever, the
use of this application has not been operationalised in any of the IFAD projects in
the country.

83. Summar.yhe coherence&BoftoulRADY strategy and progr amr
moderately unsatisfHoowlkgd@8) managrmameretr,shi p
buil dandol ieccrygage meante ailsdi vilduaddasmoder atel y

unsatisfact bFxAD(8overed (andcowenti spesiif®wc niche
Uzbekistan whithk cempactsi ve Tehdev aFruthadge s t argeti ng
the poorest peopla@andhasrbeah aneesr!|l yl aaterand hort
dairy | oan. alda wetvlea ,eesxt ernal coh&rencetefdyl FAD
Uzbekistan is dinmiimigfeédorbyg StSlpent tsoy nbeuriglide sonwitthhe
ot her devel opmentamcdbesvendaaifee i nternal coherenc
the strate@ynd sddompBambd on the complementarity betw
l endi ng alnedndnioltng pr @ gertaemrerre partnership and policy d
systematic ampepramcacttioonkmdvalnedge management was n
devel oped during the review period to unlock the p
i nnovation awmpgpl asrdliimfgl uence Wbiieytdemaéogue.some
recent pol i @ayndcglmaomgiensy i nt erest iins diemkwafnfsi, cit dretr e
evidence of dire®tpbli nky dfofad Bthddepot enti al for
partner,shingd uding with the puntvap.pGrdendtsorar ee emai n
detached tfhe rest of the programme.

C. Efficiency

84. The criterion of efficiency asse sses how economically resources are converted into
results. This section explores factors that can affect such conversion, positively or
negatively, such as timeliness in start -up and implementation, management cost
ratios and internal rates of return, and their proximate causes.

” The countries initially targeted were Algeria, Hungary, Morocco, Turkey and Uzbekistan. In 2016, more countries
expressed their interest to participate in the initiative. Through the financial support from the Islamic Development Bank
(IsDB) that joined the partnership in 2016, the number of countries covered with the initiative increased by including
Kazakhstan, Kyrgyzstan, Sudan, and Tunisia.
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85.

86.

87.

(i) Project timeliness, disbursement and implementation pace

Feasibility studies prepared by the government led to significant delays

and did not result in better design . The requirement to conduct a Feasibility
Study affected the  timing of loan approval by the government and resulted in a
long average timeline for project start -up (see Table 4 below)
Table 4
Timeliness, management costs and disbursement rates of IFAD projects in Uzbekistan
Effectiveness Overall IFAD loan and Cost per HH (ex
lag (months) disbursement grant  Cost per HH (ex post) in US$
Project rate  disbursement rate ante) in US$
20 100%
HSP 102% 2 686 1026
100%
18 92% 2% 3284
DVCDP n.a
3274
13 31.8% 36.6% 1581
ADMP n.a.
100%"

Source: Oracle Business Intelligence accessed September 2021; DVCDP Supervision Report, August 2021;
Operational Results Management SystemSeptember 2021.

The HSP has experienced the greatest effectiveness lag (20 months), followed the
DVCDP with 18 months andth e ADMP with 13 months, all above the NEN average
of 11.2 months and the IFAD average of 11.7 months. ¢ The project was conceived
as lasting for a period of six years from its entry into force (December 2013), it

was completed in December 2019 rather than in December 2017 as planned with

no need to extend the original duration. In addition, the duration of DV CDPis
established by the Financing Agreement as being six years, meaning its closure is
planned for 2023; however, in the Presidential Decree approved by the

government, the project closure will be established in 2022. This inconsistency,
with little time  remaining before project closure, is still pending and has not yet

been addressed by the government despite being urged by IFAD to revise the

financing agreement  as soon as possible (noted in many Supe rvisory Mission
reports).

Along the same lines, delays in disbursement and implementation, and

problems with sequencing, have negatively affected all IFAD projects. The
HSP suffered from delays related to poor design and limited procurement

capacities, while the implementation of DVCDP and ADMP is suffering f rom COVID -
19 restrictions that are postponing most of the activities planned. The

disbursement rate of HSP recorded a fluctuating trend and remained below the

IFAD standards for most of its duration. In the last year of implementation, thanks

to the comple tion of irrigation works and delivery of the in -vitro laboratory,
disbursement targets were achieved. Although the final disbursement rates were

satisfactory, the actual disbursements under project components were usually

much lower than forecasted in the AWPBSs, mainly due to poor implementation
performance on the ground, delays in procurement for some key activities, and

delay of the private contractors to complete planned activities on time . In

particular, the installation of the in -vitro laboratory, the allocation of the credit

funds for small dehkan farmers and the irrigation infrastructure are the areas

where disbursements weret  ypically lower than estimated.

" As of June 2021.

> As of 31 March 2021.

8 IFAD, Near East, North Africa and Europe Division. Portfolio Performance Report. Annual Review July 2014-June
2015. Volume I.
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88.

89.

90.

91.

The DVCDP has performed better than the HSP, with a disbursement rate that

remained above IFAD  average until 2021, when the onset of the COVID -19
pandemic obviously affected budget execution .”7. However, and s imilar ly to the
HSP, the DVCDP is also suffering from an imbalance in disbursement figures

between Components 1 and 2. As of 15 June 2021, Com ponent 2 has disbursed 75
per cent of the allocated funds and reached 61 per cent of the targeted

beneficiaries, while Component 1 remains behind schedule with a financial

execution at 32 per cent. The main reason lies in the priority assigned to

implement ing credit activities rather than capacity -building activities, which should
have ensured the inclusion of poor dehkan farmers in the dairy value chain.

Moreover, the recent transfer of responsibility for project implementation to the

State Committee for V  eterinary and Livestock Development (SCVLD) has somehow
slowed down the implementation of several key recommendations. In particular,

the following actions remain pending: i) the amendment of the Presidential Decree

to reflect the correct project end date (31 March 2023); and ii) the official request
by the government to IFAD for the reallocation of loan funds as agreed with the
supervision mission of September 2020.

The outbreak of the COVID -19 pandemic and related public gatherings and
travel restriction s affected the project budget execution in DVCDP and

ADMP. DVCDP was impacted in particular in training and international

consultancies. With regard to the ADMP, which is now in its third year of
implementation, the disbursement rates for the IFAD Loan and Grant are 36.6 per
cent and 100 per cent of the total approved amount respectively (as of 31 March

2021, first tranche only ~ "8). The combined IFAD Loan and IFAD Grant disbursement
percentage is 37 per cent of the total allocation (1 st tranche only). Again, the
disbursement breakdown by component reveals that while Component 2 (Inclusive
Rural Finance) is well on track with 35 per cent of the allocated funds for 2021

already disbursed as of March 2021, Component 1 (Inclusive Value Chain
Development) and 3 (Climate -Resilient Rural Infrastructure ) are lagging behind
with an annual disbursement rate for 2021 of just 3 per cent and 8 per cent

respectively. Naturally this was early in the year still, but it demonstrates that
disbursement of funds for loans is alway s preceding the capacity building and
infrastructure, hence the sequencing is likely to be problematic in ADMP as well.

(iii) Project management costs

Insufficient funds were allocated and even less was expended on project
management . The PDR of HSP estimated the management costs at 7.9 per cent

of the total project costs. At completion, these costs resulted lower than planned at

5.2 per cent of the total amount disbursed.
15 per cent. On the same line, the manage ment costs of DVCDP were estimated at

7 per cent of the total project costs. As of June 2021, and according to the data

provided by UZAIFSA, the project management component has disbursed US$0.6

million, which represent 3.4 per cent of the IFAD loan, which is expected to cover

15 per cent of the total management costs. The data currently available do not yet

allow assessing DVCDP project management costs. While some may argue that this

is efficient project implementation, it is also a risk. Given the capaci ty constraints
encountered and the need for Uzbekistan, as a new partner, to quickly develop

adequate systems for M&E, procurement, gender and environmental

mainstreaming, and audit, the allotted budget for project management should have
been fully spent o n project management.

Both IFAD and the Government have taken time to learn news ways of
working, and there have been changes in institutional arrangements. When

7 However, the emphasis on purchase of heifers is likely to have contributed to this high disbursement rate.

8 The Financing Agreement (FA) for the first tranche of the ADMP was signed in January 2019 (IFAD financing of USD
46.2 million Loan and USD 300 thousand Grant), and subsequently the project was declared effective. The Additional
FA was signed on 4" August 2020 for the second tranche (IFAD Loan of USD 46.2 million and IFAD Grant of USD
800,000), and it is now effective.
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the first IFAD operation in Uzbekistan started, the Project Implementation Unit of
the HSP wa s new to IFAD procedures and requirements, and , as a result, the
project was slow in putting in place all the procedures required. This was true in

particular for the procurement function that should have been provided with

capacity building of staff, as r ecommended at various times by supervision

missions. Procurement issues have indeed caused delays in implementing key

activities, i.e. in  -vitro laboratory equipment, thus affecting the timeliness of their

delivery. On the other hand, project implementation capacities have been

weakened by continued staff turnover of some key positions (e. g. the M&E
specialist) without any system in place for orienting new staff and ensuring their

easy and rapid insertion in the PIU. Overall, project management has been main ly
focused on achieving disbursement targets with little attention paid to monitoring

the quality and the intended use of the loans granted, as well as to ensure that

targeting criteria were applied (see Targeting section ).

92. The DVCDP is currently facing a transition in the implementing agency from
UZAIFSA to the SCVLD, with a corresponding shift in project management and
staff. In order to ensure continuity of action and decision -making, IFAD has agreed
with the SCVLD that the pr evadntmactssexeep ey ds PMO st af
Project Coordinator who resigned, will be confirmed and the formal transfer will
become effective by July 2021.

(iv) Economic efficiency

93. Despite the delays, the indicators of economic efficiency are quite positive
The benefit cost ratio of the HSP is equal to 1.24 indicating a return of 1.24 dollar
for every dollar invested in the project. ™ The ex - post economic internal rate of
return (EIRR) is estimated by the Project Completion Report (  PCR) at 24 per cent
and the Net Present Value at US$13.3 million; this is above the EIRR of 22 per
cent indicated by the PDR, but below the NPV of US$21.8 million. 80 However, to
ensure comparability of results notwithstanding the great devaluation of the
national currency, key parameters (e.g. prices) were adjusted in real terms and to
a common price level by the ex -post Economic and Financial Analysis ( EFA).).8 In
this calculation, the assumed EIRR increased to 28 per cent and the NPV decreased
to US$13.7 million, showing that the investment is still expected to d eliver good
value for money , even if with a narrow margin. However, the findings of the ex -
post EFA are only based on secondary data due to COVID - 19 restrictions that
prevented collection of primary data from farmers, such as actual production and
income data. Moreover, given the delays in implementing some key outputs, it was
not even possible for the EFA to take into account the expected outcomes of these
investments.

94. The economic internal rate of return (EIRR) of DVCDP is estimated at 18 per cent,
whilethebasec ase NPV of the programmeds net benefit str
per cent, is US$ 24 million over 20 years. The EFA revised by the IFAD supervision
mission of September 2020, demonstrated an overall pr oject E IRR of 26 per cent
and NPV of USD 1.002 million, indicating that the project is still economically
viable. The upcoming MTR, planned for the seco nd half of 2021, will conduct an in -
depth EFA that aimsto provide updated and more detailed data to assess project
value for money . The DVCDP needs to monitor the amount of milk entering the
dairy value chain and measure if the cost of production and proc  essing has been
reduced for all stakeholders. At present it is not possible to tell if the investment

® Horticultural Support Project. Project Completion Report. Main report and appendices (page 25).

8 |FAD. 2012. Horticultural Support Project. Project Final Design Report, Volume I: Main Report and Annexes.

81 The economic and financial Analysis in the PCR was carried out remotely due to the travel restrictions related to the
COVID-19 pandemic. For this reason, the EFA is based on pre-existing models and information included in the
appraisal document. The key indicators used to carry out the analysis were net present value (NPV) and the internal
rate of return (IRR) calculated over the project duration (6 years) and its capitalization phase (other 14 years).
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has been cost effective in the sense that significantly more milk has been produced
and/or that the dairy value chain is more efficient due to project int erventions.

95. Cost per beneficiary of the HSP were found to be lower at completion compared
to design estimates , meaning that the project spent less to achieve the (lowered
than planned) results. Overall, the HSP reportedly reached 18,242 households
against a revised forecast of 11,000. 82 At project closure, total costs amounted to
US$18,717,702, which  results in a cost per household of US$1, 403 against the
appraisal estimate  of US$2,685. Costs per beneficiary of DVCDP and ADMP are
shown in Table 4. According to the supervision mission report of October 2020, the
actual cost per beneficiary of DVCDP is almost 1.39 times higher than the one
foreseen at design and this significant increase can be explained by the fact that
PFIl s6 di sbur sement 1ir243 percéns(overachieyement).g h

96. Summary. The efficiency of | FADG6s country strategy
moderately satisfactory (4). There have been delays in start up in both HSP and
DVCDP, mainly due to the Feasibility Study process, and there were initial
difficulties with the contracting procedures, but both partners have learned.
Planned synchronised activities, such as providing capacity building prior to
investment, did not  occur . Insufficient funds have been disbursed for  project
management, and this h as had a negative impact on implementation. Despite this,
and the serious currency devaluation, the economic efficiency is likely to be slightly
positive.

D. Effectiveness

97. Definition . Effectivenessist he e xtentto whichthe  country strategy achieved, or
is expected to achieve, its objectives and its results at the time of the evaluation,
including any differential results across groups. A specific sub -doma in of
effectiveness relatestoi  nnovation, which is the extent to which interventions
brought a solution  (practice, approach/method, process, product, or rule) that is
novel, with respect to the specific context, time frame and stakeholders (intended
users of the solution), with the purpose of improving performance and/or

addressing challenge(s) in relation to rural poverty reduction 83

98. The CSPE assessment ofthe effectiveness of I FADbs strategy and
programme is heavily affected by context ual factors. IFAD is recognised by
Government and other partners as the first financier to work directly with small

farmers . This required a considerable change in mindset and operational modalities

during the pre -2017 period . Years of central management affected trust,

collaboration, and fair contractual agreements among stakeholders which are vital

for well -functioning value chains. The different levels of government agency have
been used to function ing inatop -down manner and focus ing on wheat and cotton.
Farmers are used to accepting guidance from above and trusting primarily their
immediate family.  PFIs have demonstrated reluctance to loan to dehkans due to

the overhead costs and the  y lack ed experience in working in sectors such as
horticulture and dairy. As a consequence, there was a learning process required for

all stakeholders. The sudden economic an d political changes in Uzbekistan in 2016 -
17, have provided a more conducive environment in which to implement the

projects.

99. Asanalysedearlier ,the di sconnect bet wsignrdoclnfeltsaddsthed e
feasibility studies meant that the Government staff wor  ked with effectively  different
projects to those that had been agreed upon with IFAD. Despite being repeatedly

82 The MTR has reduced this indicator from 11,800 to 11,000 households.

8 Conditions that qualify an innovation: newness to the context, to the intended users and the intended purpose of

improving performance. Furthermore, the 2020 Corporate-l e v e | Evaluation on | FAD6s support t
transformational i n n o able toliftqppoosfarraess alfovela theeghold, vhhare theg capnot easily fall

back after a shocko. Those i nnov dléngesfacedhy snalkhdlder fasmemmunllFABneous | y m
operation contexts, this happens by packaging / bundling together several small innovations. They are most of the time

holistic solutions or approaches applied of implemented by IFAD supported operations.
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raised in Supervision Missions , these issues have not been addressed across the
portfolio. In particular , there are no references to the lessons learned in the
previous phases (and associated risks) and adherence to IFAD policies; and the

sections on Planning, M&E and Knowledge Generation are mostly missing. Limited
attention was paidtog  ender in the feasibility study for HSP and DVCDP.

100. In addition to the above, t he absence ofa n effective  monitoring system
constrained  the assessment of the contribution of | FADO&6s count
to immediate and longer -term results on the ground . All the projects have
experienced difficulties in e stablishin g reliable monitoring . It has been problematic
to get clear measures of success as the data is either not available or unreliable. As
aresult, the measurement of COSOP outcomes is not possible and feeding back
monitoring data into project implementation a nd allowing course correction is not
happening . There has been a turnover of M&E staff in all the projects, so while
efforts have been made, the M&E capacity building provided tends to be lost to
other projects or  sectors.

101. Having clarified the above issue s, the effectiveness of the country strategy
is assessed based on three thematic areas as identified in the theory of
change :targeting, pro -poor value chain  development , and rural finance . As
detailed in the next paragraphs, overall, the objectives of the  three thematic areas
(or pathways) were only partially achieved. The operations contributing to the
assessment are HSP and DVCDP, given that the former has concluded and the
latter reached its mid - point in implementation. ADMP did not contribute to the
assessment, however it  is mentioned where appropriate to propose course
corrections.

Thematic arfemagéti Dbgkhans, women, youth are effecti
targeted

102. The CSPE considers targeting as a key thematic are
rel evancel FaAADotrtpeor at e | evel , but especially becausce
Presidenti al decree on dehkan farmers recognises d
beneficiary gr owp egiiwermprtoldaiict iron and ot her partner
on | arger producers, due to the econdbanyksodf scal e.
provstdhee oppottumiover a strategic niche in the cou

production potentialabffammeltbol der ru

103. | F AD owerall outreach was satisfactory and its social and sectoral
targeting innovative. Inthe 2017 COSOP the target groups were identified as
being Dehkan farmers; smaller private farmers and rural entrepreneurs; rural
unemployed; and wome n and youth within  all these groups. Overall outreach levels
have been satisfactory . The HSP had planned to  directly benefit 11,000 households
and create 1,500 new jobs annually. At completion, the project had exceeded this
target, directly benefitting 18, 242 households, of which 5,473 84 persons reported
to have received services were women (30 per cent). However, disaggregation by
target group shows that dehkan farmers and women are underrepresented as
beneficiaries of project  -supported activities, and in particular, of rural finance
initiatives (see Finance section below). DVCDP is overall recording good outreach
rates with a total of 13,749 households reached as of June 2021 (114 per cent of
appraisal target), including 6,622 women (183 per cent of appraisal target).

104. The CSPE field visits indicate that dehkans have been enthusiastic to move to
vegetable and fruit production. IFAD was also a leader in financing dairy production
particularly within the smallholder population (while other financiers such as the
WB and the French development cooperation are working with larger operators)

105. Geographic targeting has been fairly successful , being based on poverty
levels and potential for the sector. However, it is unclear whether changing region

84 This appears to have been calculated by adding the numbers of women receiving bank loans, services and training,
plus those women with new jobs, and some proportion of the irrigation beneficiaries.
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with each project was wise. There is some advantage for a relatively small agency
to focus on one region, applying a territorial approach, in order to maximise
capacity and impact.

106. Targeting of  dehkans was not effective during implementation . Thereis a
lack of clarity on the poverty level of dehkans , as no monitoring data is collected
on their poverty status. At the time of HSP, this is understanda ble as the concept
of Opover ttyetogmsedin Urlmekistan. Some poor dehkan farmers were
excluded due to the collateral demands , While richer dehkan holders may have
taken the loans (though this is an assumption as there is no data ). In ADMP, the
target group changed from -hbeicognedeebtkiamled asn dlhewhF

6dehkansd ofedsibilityi study ,hmaking it impossible to really target poverty

107. In HSP the total number of individuals trained was 3,251 (33 per cent were
women) . However, as the project did not report on the profile of the trainees, it is
not possible to assess the actual number of dehkan farmers trained. The same
applies to the reported 1620 new jobs (796 for women) of which it is not possible
to assess h ow many went to dehkan farmers. Likewise, in DVCDP while targets in
terms of training have been surpassed (12,440 people trained against a target of
9,000), the actual percentage of dehkan farmers trained could not be found in
available documentation. Fina lly, available data for the rural finance component
(thematic area 3) show that dehkan farmers and women are underrepresented as
beneficiaries of project - supported activities.

108. Individual loans disbursed by the portfolio are large , particularly for suppose  dly
poorer dehkans (Table 5) and there has been pressure in all the projects to raise
the limits for even larger loans. Registration requirements did not allow poorer and
disadvantaged applicants to access the credit, according to feedback from
interviews. In addition, there is limited evidence that the targeting criteria were
observed during decisions on activities. For instance, the supervision missions had
to constantly encourage the project teams to increase the inclusion of dehkans and
women. Duringth e COVID -19 period, there have been more government initiatives
to support smallholders in the difficult economic situation, reflecting the changing
attitudes towards dehkans.

109. Targeting of women has also been weak. As further expanded under the
genderequal i ty and womends empower ment chapter, this a
involvement of women in training activities and with loans. Difficulties with
collateral (usually 125 per cent of the loan is required), lack of business
registration, as well as cultural issues , constrain their involvement. Moreover, the
bank loan application forms were not prepared in Uzbek until recently and women
are typically less confident in written Russian. Without a specifically dedicated
gender advisor initially it was found to be diffi cult to actively engage women.

110. Finally,i twas not apparent that there was any focus on age, ethnicity or
disability , initially within the IFAD interventions. However, there has been a
gradually increasing focus on involving youth T while there was no spec ific mention
of youth in HSP, and only minor targeting in DVCDP, in ADMP there has been more
specific focus . This is in line with the growing interest of the Government which is
giving more attention to the identification of rural employment and enterpris e
opportunities for youth T particularly due to the reduction in remittances as a result
of the limitations on migration imposed by COVID -19.

Thematic area 2 - Value chain s and agribusiness : h orticulture & dairy
value chain s developed

8 |In the PDR there is a specification of 50% women within Sub-Component 2.3 of loans for youth. The Aide Memoire of
April 2021 noted that progress with loans for youth was low - only six loans had been disbursed under Subcomponent
2.3, however, of those six, four loans were for young women - this would imply 67% of loans under Sub-component 2.3
going to women to date.
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111. As observed under relevance,t he value chain approach was a key element
of | FAD6s intended strategy and, ,duanger, of the COS
implementation the focus remained on production . The Feasibility Studies
dropped most value chain elements and were very prescriptive . T his constrained
the possibility of a truly demand -driven approach for farmers, as activities and
procurement were closely defined and at times proved to have incorrect
specifications, such as thein  -vitro laboratory equipment for HSP. 8 The delays in

procur ement , for example for theirrigation & and laboratory activities in HSP,
meant that the synergies in the value chain were not achieved prior to the end of

the project. Finally, | FADO6s operations are relati
duration, which lim it the achievement of pro  -poor value chain development.
112. The focus on production in HSP and DVCDP was seen throughout the
portfolio , in finance, training activities  and technical assistance. Intheend
79 per cent of HSP loans were for on -farm activities, 50 per cent by value. In

DVCDP, it was anticipated that not only would dairy production be increased, but

that there would be improved linkages to agrofirms and processing, and public -
private partnerships  would be develop ed. However, market linkages are not well
addressed and of the total loans issued, 75 per cent were directed to purchase of

cows, and only 4 per cent to milk processing/packaging equipment . Project
technical staff provide advisory services to farmers on is sues such as reproduction,
artificial inse mination, nutrition and veterinary care. Yet, the agrofirms have not
received much attention . Project staff claimed that the beneficiaries decide on their
own regarding where, and for what price, to sell their milk products. The
supervision missions have regularly noted the missing value chain approach, and

the lack of implementation of technology innovation and dissemination activities.

113. The focus of IFAD funding in DVCDP and ADMP has been on imports of
pregnant he ifers from Europe . The logic was that livestock sector plays an
important role in the economy, both at the national level and at household level. It
contributes to food security and household nutrition, although smaller livestock
could potentially have mor e impact at household level with less risk. In addition,
emphasising artificial insemination from the start might have been more effective
and further training has been given recently in this field, reflecting this.

114. The major constraint for dairy producti on is the nutrition of the animals. Fodder
production is limited due to restrictions on land use controlled by the Khokimiyat,
which require private farms to allocate a fixed amount of land to wheat and cotton
production, | e a v insufficient land for fodd  er crop production which would then be
used in zero grazing situations (cut and fed fresh in stalls, hay or silage
production). The field visits revealed that there has been discussion on improving
production on smaller land areas, such as via hydroponics, but this has not
progressed far to date. It was hoped that the risk of contributing to greenhouse
gas emissions would be overcome by improving nutrition and increasing the

8%According to the HSP PCR, the | aboratory equi pment del ays wer

feasibility study, lack of adequate budget and delay in procurement, inability of selected supplier to deliver the

equi pment on timeod. (PCR p.9). I'n the 2015 Supervision Mission
consultant to carry out a study on market demand for tissue culture seedlings, and adjust the specifications. Again, in

the February 2019 Supervision mission, there was still discussion of the lack of progress with procurement, although

training activities had taken place. Interviews by the CSPE team confirmed this. It was reported that: the Feasibility

Study budget included the price to deliver the equipment to Tashkent, with three quotes from Chinese contractors,

however the estimate didndét include the cost of construction w
equipment. IFAD brought in an international expert i he reviewed the plan and specifications and then raised the

budget. The contract was tendered again and eventually the equipment was provided, but very late. In addition, the

field visits reported that the capacity of the autoclave and the seedling acclimatization storage room are insufficient for

needs, the heating of the greenhouse is inappropriate, and the laboratory building lack the required ventilation.

87 According to the interviews conducted by the CSPE team: The irrigation sites/packages were quite small scale. This

meant that contractors needed to have their own equipment already in the region, and it was difficult to get the national

l evel contractors interested. However, the r egchimenydADBoacontractor
WB were paying the contractors in their projects through very large contracts. The lesson learned would be that it might

be better to put several packages together to contract out a bigger job.
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efficiency of production via quality rather than quantity of cows, however, it is
unclear that this has happened.

While imported large breeds have the potential for much greater milk production

than smaller local breeds, they also require much more feed. Without adequate

nutrition to grow and maintain their larger body weight, they will cycle later and
less regularly, and will have much lower pregnancy and calving rates than their

potential. This results in longer inter - calving periods, potentially less milk once she
calves, and less milk per animal over her lifetime. They also require be tter housing
and veterinary care. These problems lead to disappointment and economic loss for

the farmer, who has imported the cow with high expectations. As well as on the
production side, there are problems with potable water supply at farm level in

many areas, important for maintaining hygiene in milk collection, storage and
processing, as well as insufficient links to extension services, processing and

marketing. It was planned that these issues would be addressed in DVCDP, but

they remain critical limi  tations, even though they are recognized by the staff.

For milk processing companies in the dairy value chain, aiming for quality

processing, it is difficult to compete on price with many small local companies that

use cheap equipment and low  -quality prese rvatives, and do not follow strict

hygiene and environmental requirements. There are currently no certification

standards applied that might support good quality production. Yet the majority of

the bank loans have gone to imports of dairy heifers (63 per ¢ ent of the number of
loans issued, and 55 per cent by value).

Quantitative targets for training were surpassed and i n HSP, according to the
PCR, 3251 persons were trained (1075 women) , compared witha  target of 1800
(900 for IGAs and 900 for crops ). A total of 62 agro -firms and 496 people

accessing the business services offered by the Project were trained against a target

of 15 agro -firms supported. Agrofirms interviewed by the PPE team reported

increased volume of production and quality, which allowed them to bring on new
clients. In addition, their new storage facilities allowed them to expand sales in the

off -season period and reach new clients. In DVCDP, 12,440 people have been

trained so far against a target of 9000.

According to the beneficiaries interviewed during the CSPE  , the trainings were of
good quality and it  appears to have been put into practice, according to the HSP

Impact Assessment and the field visits by the CSPE team , though there is no
evidence of changes in knowledge or practice me asured via pre - and post -training
assessments. Respondent s commented in particular on using their new knowledge

in production, such as choosing better seeds or cultivation techniques for new

cro ps, nutrition and animal health and husbandry or milk handling at farm level
There was less evidence of strengthened capacities in management or marketing.

In HSP, s tudy tours did open the eyes of some participants to new ways of

organising production and linkages, as confirmed by the field visits. Study tours
took place on issues of fruit and vegetable value chains to Turkey, Georgia, the
Netherlands, Armenia and Moldova. Participants included heads of agricultural
enterprises, agro -firms and farms (mainly medium and large scale farmers), as

well as Ministry and UZ  AIFSA staff. The practical value was for them to learn about
the logistics chain and to understand the benefits of cold store and harvest

preservation. The cold store owners also noted that they had learned to use their
infrastructure more effectively.

Su stainable land management was not achieved within HSP. Two of the HSP
indicators were not met, mainly due to the delays in activities. Firstly, Hectares of
land under seedlings from the Central Nursery . As noted, the Central Nursery

activity was only completed at the end of the project. The field visit confirmed that
production of seedlings is underway, but there was no opportunity to plant them

out during the project implementation. The indicator Group s supported to
sustainably manage natural resources and climate -related risks  was tied to the
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irrigation rehabilitation. That was also completed only at the end of the project.

While the project has counted the groups served by the irrigation as achieving this
indicator, there was no associated training of the groups and therefore it is difficult

to claim that simply having access to water is sustainable management.

121. Secure land access is a continuing challenge and a barrier to more
effective production . Dur ing the field visit to ADMP, it was reported that land of
low fertility, with irrigation problems and located far from the district centres, are
often offered to dehkans. Even this option is not available for all. In the case of
DVCDP, land availability fo  r fodder production is a serious constraint and at the
whim of local government, with the result that cattle are often poorly fed and
grazing on the roadside. Inevitability, this results in less milk production.

122. The projects introduced several value chain  innovative elements at design
yet there was limited progress in implementation. Value chain approaches,
including strengthened linkages between producers and agrofirms for processing,
storage and marketing facilities and networks, were considered innovati ve at the

time of planning HSP, given that the Government was entirely focused on
production. Ideas such as scholarships and educational support were expected to
enable technology testing and demonstrations, and professionalization of
veterinary services.  However, as noted, these linkages did not eventuate

123. DVCDP supported the Fora for Private - Public Collaboration (FPPCs) asa
tool for value chain development. This was an innovative concept, where guided
meetings would allow the mixed group of stakeholders to identify the constraints in
the dairy sector, understand public - private partnership business models, and
develop their business plans and strategies jointly. It was also considered that
research activities would be proposed to respond to the constraints identified. Four
FPPCs® were conducted during 2018 and 2019, but the restrictions on meetings
imposed due to COVID -19 meant that they have not been held officially during the
last 18 months. Respondents reported that the results of the FPPC meetings held to
date have been increased awareness of opportunities in the dairy value chain, and
more loans taken. However, there were no clear outcomes in terms of 4P S
arrangements or technical innovations for research and testing, and no issues
raised for policy dia logue. The concept of the FPPCs acting as an innovation
platform did not seem to be understood , as also noted in Supervision Mission
reports , and it may be that the trust required to build value chains needs to be
nurtured .%°

124. Within DVCDP a decision was  taken to spend innovation re search and
dissemination funds  on the Samarkand Veterinary Institute to buy lab equipment
for milk and feed analysis. While this could provide potentially useful services for
the dairy production, it is not an innovation, and ap pears to diverge considerably
from the concept.

125. Within ADMP, there are several innovative ideas to support different
points in the value chains aswellas mapping the sub  -sectors . Solar
powered a gro -meteorological stations are being developed, in orderto pilot
modern techniques for irrigation water management and application, and training
should be provided by the installation company. Tenders have been run, however
the installation is not yet complete, hence it is too early to comment on the success
or o therwise of this activity. With the aim  to improve access to extension services,

8 The original plan was for quarterly meetings at province level then four national level fora would be held by the end of

the project, therefore in quantitative terms the project has met the target, but not qualitatively. It was also anticipated

that toward the end of the programme, the role of thefor adés faci litator wil!/l shift from the
|l ocal institutions (e.qg. Farmersd Council |/ BWAU / CCl) to ens
process. It remains to be seen whether the meetings will continue in the post-project environment.

8 IFAD conducted a mid-term review in September 2021, after the CSPE data collection period. The review identified

the FPPCs as a potential platform for Non-Sovereign Operations in Uzbekistan as part of the IFAD12 intervention

package.
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the project has supported the construction and equipping of a veterinary clinic (just
being completed during the field visit).

126. Standards and phytosanitary controls have also been considered . The PDR notes
that in order to improve exports to the Russian Federation and Eurasian Economic
Community, Uzbekistan must improve food safety and packaging and harmonize
many agricultural and  food standards. To this end, ADMP has financed consultancy
support for the assessment of equipment and accreditation needs for the
Agricultural Standardization Center, under the Ministry of Agriculture. Horticulture
farmers are being offered certification in cooperation with the Agriculture Institute.

Themati c adrReua a3l Finmmrceved access to inclusive rur
servicealfuer deaehopment

127. Overall, the improved a  ccess to rural finance supported by IFAD is
perceived as moderately satisfactory by the beneficiaries . Interviews
conducted by phone and during field visits to the HSP and DVCDP project sites
reported overall satisfaction , as this was often their first opportunity to take a loan ,
though there were some complaints regarding the processes for example they
fou nd difficult to comply with the loan procedures and requirements for collaterals
Most beneficiaries reported that the loan helped them to increase family and
business incomes, and they were mostly confident in their ability to repay the loan.
After gainin g experience with the loan procedures and business management skills,
many were extending their businesses and applying for further loans.

128. Learning has taken place with regard to capacity building of the PFls. Two
banks that participated as PFlIs in the HSP reported that they gained experience in
creditfor horticul ture with | FADO&s awaremnesstrassingg efor Thi s i nc

the branch credit personnel, which enabled them to better understand and assess

the borrowersé business r ighlsthissappearstchhavetome ul t ur e (t ho
mainly by learning on the job, as the local bank staff interviewed during field visits

did not report  having participated in any formal training). Similarly, the experience

gained in the DVDCP project was reported by one bank t o have improved bank

personnel 6s understandi ng othe dssociategrisksat t|l e breeds a

129. However, several challenges affected the support of IFAD to the provision
of rural finance services. First, the data show that loans benefitted larger
agribusin  esses. The HSP PCR describes the targeting of smallholder famers with
loan -financing as an innovation. However, this was not fully achieved in the HSP to
the extent planned, for several reasons T including the collateral requirements and
the changing empha sis of the Feasibility Study . As Table 5 below shows, the
average loan size and value differ among the projects, with ADMP showing the
highest average size. Moreover, while the number of loans issued has reflected the
targeting of dehkans  in HSP and DVCDP , the total value loaned ha s not.
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Table 5.
Average loan size US$ by type of borrower

HSP! DVCDP ADMP?

Total loans Ave size Totalloans Ave size Total loans Ave size

Dehkans 183 13,981 217 9,330 3 147,491
Small farm production & service units 58 15,663

Farms 72 59,579 126 66,006 69 113,039
Agrofirms & Private enterprises 65 104,805 55 97,717 33 174,847

1 Excluding 1 Dehkan with 150,000 loan (outlier)

2 Unusual size of loans to dehkans in ADMP

Source: IOE background paper on rural finance.

Under the HSP rural finance component, dehkans and smallholders together
received 64 per cent of all the loans offered, but loans to dehkan farmers represent

just 18 per cent of the total loan value. The figures provided by the PCR estimated
that overall , dehkan farmers represented less than 10 per cent of the total project
beneficiaries. As of June 2021, dehkans have received 55 per cent of all the loans
offered by DV CDP, but with loans to dehkans representing only 13 per cent of the
total value of loans . IFAD is aware that DVCDP is far from achieving the intended
results regarding targeting. It is nece ssary to closely monitor and follow up on the
implementation of the multiple recommendations made to increase rural financial
inclusion of dehkans  before project completion. The current proportion of women
borrowers is 22 per cent, still below the appraisal targets.

Along the same lines, some course corrections can be made to improve the

performance of ADMP , as Box 2 shows

Box 2

Some course corrections still needed in ADMP
Thirty -seven road maps were prepared by the end of 2020 in the context of ADMP. 2
However, beneficiaries reported difficulties in accessing loan gua rantees, so to date, not
many roadmaps have led to successful applications. No loans have yet been issued to youth
applicants and the three loans disbursed to dehkans as of March 2021 were
disproportionately large, drawing doubt on whether they are in fact poor dehkans. The

possible explanation for this that the ADMP borrowers possess dehkan status, but have

other income sources from other legal entities or employment. Formally they qualify in the

view of the PFI s, but they ar e-econorhic defihigoh, kardrihe O
target group description provided by the design documents. The projectis initsinitial stage
of implementation and, as such, t here is space moving forward to course correct and
improve its performance in pro -poor targeting. Mor  eover, t he need for specific windows for
rural finance was demonstrated to be correct in HSP, as during the first years of
implementation the windows for agrofirms and larger farms were used up rapidly. It is clear

that if there had not been a dedicated de hkan window, the funds would not have reached
the primary target group of HSP. 91 However, in ADMP, the credit windows are blurred - just
giving a range of loan sizes without specifying the intended limits per target group. A further

definition of the borrow  er selection criteria is needed to ensure better targeting.

Source: IOE.

Second , the emphasis on value chain linkages is missing in loans. The
agrofirms were expected, as a condition of project support, to agree on the
targeting criteria  of each project and engage fully with the small -scale producers.

However, in practice  in HSP and DVCDP the Subsidiary Loan Agreements ( SLAS)
did not refer to any borrower selection criteria or project priorities, but only to
PFlIs. This means that all loans issued were sta nd-alone, with each borrower

% However, both farmers and project staff commented during the field visit to the end beneficiaries, the roadmaps are
not of clear benefit yet. They were investing time and money to prepare them, but would prefer to integrate them to a
business plan.

%1 This was also noted in the May 2016 Supervision Mission Report.
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focused on their own interests, rather than supporting the objective of value chain
integration. In ADMP , a ccording to the April 2021 Supervision Mission, it appeared

that PFIs were not fully aware of the eligible loan purposes i for example, that
loans could be provided for post -farm services and businesses T which could be
especially attractive to youth and women.

Third , although it was agreed in the project design documents that the

PFls would co  ntribute matching funds from their own resources, this has

not happened. According to bank staff interviewed, t he contribution of banks own
funds has not been included into the (SLA) conditions (at least for HSP and
DVCDP). The SLA stipulates that up to 10 0% of the subsidiary funds can be used

for the sub -loans. As a consequence, in HSP and ADMP there has not been any
matching contribution from the PFIs. In DVCDP, the situation is less clear. The
Supervision Report of October 2020 notes that the Government of Uzbekistan has
initiated a number of projects at the national level to support the livestock sector

by allocating subsidized loans to households. These funds are apparently counted

as contributions of PFls, though the link to DVCDP is unclear.

Moreover , the e xchange rate liberalisation affected  banks and borrowers ,
and risks continue , with inadequate currency risk hedging by banks for US

dollar denominated loans . The exchange rate liberalization in 2017 and the
subsequent devaluation of the local currenc y put borrowers in a difficult position
repaying loans under the HSP and DVCDP refinanced credit that had been tied to

the US dollar value, and led to reduced demand for loans (this is visible in  the
dramatic decrease in  loans issued during 2017 and 2018) . The SLAs concluded in
2014, 2015 and 2016 were all in US dollar but sub -loans were allowed in both
currencies at the discretion of the bank. This particularly impacted the large loans
taken by larger processing companies.

An eventual positive outcome was that the Government intervened to establish the
State Fund for Entrepreneurship Support, to partially compensate for the exchange

rate change, although the extent to which PFls and beneficiaries are still liable is
unclear . This impacted both on PFIs and b orrowers with loans in US dollars . First -
time borrowers could have been burdened with unserviceable debts, and risk -
averse attitudes could discourage would -be entrepreneurs from taking additional
loans in the future. In HSP, most smallholders had loans in local currency (89 per
cent of dehkans), and it was only larger borrowers with US dollar loans that
suffered. In DVCDP and ADMP most loans are destined to purchase dairy imports
therefore despite the risk, the loans are still issued in US dollars , and many
borrowers face currency risks. Overall repayment rates are not reported in the HSP

PCR, nor is there disaggregated data on repayment rates across the sub -
components and different categories of borrowers. The CSPE also found that the
reporting of repayment s (and in particular of non  -performing loans) by the PFIs
was weak or non -existent .

Finally, an unconducive policy environment contributed to reduced results

on the ground . The collateral and registration requirements as well as the low
levels of financia | literacy and business management limited the access to finance
of women and poor households. Moreover , no working capital loans were issued .
Banks are reluctant to encourage small loans due to the administrative burden and

the loan application documents were available only in Russian until recently,

inhibiting accessto  those with less education (  women and dehkans in particular ).

The evaluation notes the effort in innovating rural finance support ,

however the contribution of these efforts to effectiveness is still
guestionable . The government introduced an indirect way to subsidize borrowers
(via interest rate and collateral subsidies) via the State Guarantee Fund (Box 3) .92

Its main objective is to compensate the stringent collateral requirements and allow

92 Presidential Decree No. No.PP-2 768 of 10 February 2017 AOn the creation

devel opment of smalll entrepreneurship.o

44

of

t

F



Appendix Il EB 20 22/137/R. 19

good business projects without adequate collateral to get financed. In practice,
however, application of the Fund in HSP and DVCDP has not been transparent.
Box 3:

Guarantee Fund use in ADMP

In ADMP, the Guarantee Fund is a specific tool, planned to support the borrowers with

partial coverage of lending risks with normal loans. A credit window for youth was also
established, with flexible loan requirements. Based on the provided loan data from ADMP

(up to March 2021), there was no direct evidence of the Guarantee Fund subsidies being
used yet. The interest rates on all loans are market based (19 -21 per cent in SOM, and
6.5 per cent in USD). The Guarantee Fund was s
|l endi ng -rwhishkinspies both collateral and interest rate subsidy. Ho wever, the
Supervision Mission of April 2021, noted that the agreement regarding the State Fund was
signed in February 2021, and the Fund provided the first guarantees of UZS 5.4 billion for

19 loans worth of UZS 22 billion (approx. USD 2.1 million), but a Il the guarantees were
provided for loans disbursed from the IFAD -funded credit line. This went against the
project design, as the intention was that the guarantees would support normal loans from

the PFls . In addition, gender and youth targets were missin g from the Agreement, which
will need to be amended.

Source. CSPE, based on project reports.

138. According to the Bank s lefi¢hdredvievdf { thecadoptioraafitte t
CLARA system greatly helped the ir credit department s with automation and better
organization of the data , and the generated cash flows are far more accurate. At
the same time, they also acknowledge that the system cannot completely replace
the human judgement (even for the repayment sched ule options) but it is a good
supporting tool. The use of CLARA also requires good qualification and
understanding of the financial accounting and analysis and the personnel need S
more (and regular) training.

139. Summary. The e ffectiveness and innovation ofIF AD6s country strategy
programme are both rated as moderately satisfactory (4). These ratings
take into account  the context in Uzbekistan prior to 2017 and the disconnect
between IFAD design documents and the Feasibility Studies prepared by the
governme nt which affected implementation . Overall, the objectives of the three
thematic areas were only partially achieved . IFAD introduced important innovations
in social and sectoral targeting and its outreach was overall good. IFAD support has
enhanced agricult ural skills through trainings and study tours , it contributed to
enhance access to rural finance services and this was greatly appreciated by the
beneficiaries and national authorities . Further innovations were introduced for
example the Fora for Private  -Public Collaboration with DVCDP , ADMP is also piloting
several innovative ideas to support different points in the value chains as well as
mapping the sub -sectors. On a less positive note, owing to the absence of an
adequate monitoring system and poverty da ta, it is challenging to verify whether
the poorest dehkans have actually been reached. The value chain approach
emphasised at design stage has not been evident in implementation of HSP and
DVCDP, and was apparently poorly understood. In practice, t he focus has been on
production, particula  rly on imports of dairy heifers, and on the provision of r ural
finance without clearly linking the various elements of the value chains.

E. Rural poverty impact

140. This section providesa  preliminary assessment withoutrat ing of the impact of
| F A Dodwtry strategy and programme on rural poverty . The assessment of
impact faces the same  challenges as effectiveness , with non -availability or poor
quality of outcome data . While there is some information on project impact, draw n
from the HSP Impact Assessment (2019), there were problems with the
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methodology. ° The Impact Assessment reported a decrease in poverty in

Surkhandarya from 20.5 per cent in 2014, to 14.7 per cent in 2019, an impressive

change. However, considering the HS P has targeted only about 7 per cent of the

dehkan households in the entire region these results can hardly be attributed to

the projectds intervention alone. Moreover, in add
impact level data, only one out of three project s is completed and two operations

out of the three funded so far, have been designed and implemented without the

COSOP, hence establishing any link between the assessment of the impact of the

intended strategy with the COSOP would be anecdotal.

Househdlndcome and Assets

141. Household incomes and assets seems to be increasing as a result of job
creation . According to the HSP Impact Assessment (IA), both the targets of
increasing 20 per cent in asset ownership and incomes were achieved, and in
particular: i) the value of assets has increased by 28 per cent; ii) the total
household income by 26.6 per cent; a nd iii) the average per capita income has
increased by 30.1 per cent. Regarding the 1,500 % new jobs to be created through
project support, these were estimated either at 1,235 by the project and at 1,720
by the final assessment b amaiahs. olnthebDy/@DP202@ i ar i es b6 es
Outcome Survey, 73 per cent of beneficiaries selling dairy products reported they
had increased their income.

142. Yet, this increase does not benefit the dehkan s and itis not clear if the
jobs created  will be permanent. Itis clear thatthe loans have not reached poor
or low -income families as the collateral and other requirements are a significant
barrier. Most of the jobs were seasonal and created for workers employed during
the harvest (in greenhouses, vineyards or orchards) and in construction of storage
facilities . In any case, documentary information on the actual number of jobs was
not collected and therefore project impact in this respect cannot be properly
assessed. In a qualitative sense, the feedback from the interviews co nducted by
phone and during the field visits were generally positive. In DVCDP, 1227 new jobs
have been created to the end of 2020 (of which, 496 were for women). This is 61
per cent of the total target of 2000 jobs, so progress is positive, although there
were fewer jobs for women than planned.

Food SecurNutyriamdow®gricultur al Productivity

143. Impact on food security , hutrition and productivity is assumed to be
positive, but there is insufficient evidence to confirm  this . Dehkans are
responsible for a significant segment of total agricultural production in Uzbekistan,
a key reason for targeting them in the projects. In HSP, n o data is reported on
household food security, though it is fair to assume that increasing and diver sified
production (including fresh fruit and vegetables) would lead to better nutrition at
family level (though with relatively few beneficiaries) . The project has not
systematically documented the data on increase in yields; as a result, the PCR
lacks doc umentary evidence underpinning the assumption of higher productivity.
However, the improved access to irrigation in some households has improved
production. The Annual Outcome Survey (AOS) of 2018 % indicated that almost 90
per cent of a sample of beneficia ries recorded an increase (from medium to high)
in crop productivity compared to 2017 but the sample size was unclear . There is no
data related to the increase in the amount of marketed production and in the value
of sales from horticulture. In DVCDP, iti s assumed that there will be an impact on
milk productivity T however, it may not be evenly spread, favouring the
commercial farmers, rather than the dehkans. In the DVCDP 2020 Outcome

% For instance, impact results on poverty were assessed against the data provided by the State Statistics Committee,
which are different from the data presented in the Baseline Survey (the baseline study reported a poverty rate of 16 per
cent in 2014 in the region, while the SSC reports a poverty rate of 20 per cent).

9 This target was decreased from the initial 2,000 jobs planned.

% Quoted in the PCR
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survey, 75 percent of beneficiary household reported that their food se curity was
improving, compared with 36 per cent of non -beneficiaries (though these were not
matched households).

Human and Social Capital

144. Human capital has been improved via training, with a focus mainly on
production aspects, both in HSP and DVCDP. Producers were applying the
horticulture production knowledge and techniques gained during the HSP (45 per
cent of respondents according to the HSP Impact Assessment). In addition,
laboratory staff are confidently carrying out tissue culture (verified dur ing the field
visit). One positive outcome regarding value chain linkages was seen in the DVCDP
2020 Outcome Survey, where many respondents cited project trainings as a reason
for their improved market access.

145. There is so far no evidence of social capital being developed, in the form of
social mobilisation or organisation . This may be partly due to distrust of
organisations beyond the family, as a holdover from the Soviet period. Hence,
important organisations in value chains, such as cooperatives or market ing bodies
were not supported. This was a particular weakness with regard to the irrigation
activities, as it is widely recognised that the WUASs lack capacity in organisation,
water management, and Operation and Maintenance. While the water users visited
in the field expressed confidence in the capacities to use the water effectively and
maintain their newly rehabilitated canals, the long -term sustainability is doubtful.
While some irrigation engineers received training, the water users themselves did
not.

I nstituandnPol icies

146. IFAD appears to have had some impact on influencing the focus of the
government , especially with regard to dehk ans , despite limited policy
work . During interviews with Government and other donors, IFAD was recognised
as having be en the champion of dehkans, as well as the first investor  in the sec tors
of horticulture and dairy (although this may have been coincidence as the other
donors were already working on their own sectoral activities) . While it is difficult to
draw clear link s to policy development, it is possible thatthe Strategy for
Agriculture Development during 2020 -2030 ,% the Presidential Decree No. 4246 %7
on support to horticulture, and the recent Law on Dehkan Farms % may have been
influenced by the initial work of IFAD. The HSP PCR reports that the project
influenced the Governmentdés decision to create a f
repayment issues and collateral requirements, however the interviews during the
CSPE indicate that the support for borrowers was patchy.

147. There has been insufficient attention paid to institutional capacity
building , and consequently, limited impact . IFAD and other IFIs overestimated
the institutional capacities in Uzbekistan. There were significant needs for
institutional capacity strengthening, yet these were not assessed in detail prior to
approval of the HSP. For example, there were significant weaknesses with regard
to Water Consumer s06 As s audiothdr institutisns i IWirtigatjon
system, the rural finance system, and an agricu Itural extension system was
virtually absent (it is only now beginning to be addressed with support of some
donors). While support to the irrigation rehabilitation was successful initially, the
benefits may not be sustainable as the WCAs lack capacities fo r ensuring
continuing operation and maintenance (O&M). As noted by the COSOP, the

9% Approved by the Decree of the President of Uzbekistan No. PP-5853 on October 23, 2019.

“the Presidential Decree No. 4246 on OMeasures for further deve
Uzbekistand, Mardhi2010,aicths abintrod2dng efficient mechanisms of state support for horticulture and

greenhouse (e.g. provide concessional loans, subsidies for introducing water-saving technologies and letter of

guarantee for obtaining bank loans) and increasing production output of high quality, competitive and export-oriented

agricultural commodities

% The Law on Dehkan Farms (approved by the Senate on March 12, 2021) puts more emphasis on smallholder

farmers, giving them more freedoms and expanding their permitted farming area up to 10 ha
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implementing agencies were constrained by limited institutional capacity,
particularly in attracting and retaining qualified local personnel, and a lack of
knowledge and tech nical expertise in project management. IFAD helped to

strengthen management and operational functions in the Project Management Unit
within UZAIFSA, although this has been recently dismantled.

Impact on banks is positive , but its sustainab ilityis questionable. By
requiring the PFIs to issue loans to dehkans (a new client) and in new sectors

(horticulture and dairy), IFAD has had a positive impact. However, the capacities of
participating financial institutions did not receive sufficient attention a nd support. |t
is not yet clear that the PFIs will continue to issue loans to dehkans outside of a

targeted programme, as they consider the operational costs too high.

Summary. Overall , the impact on rural poverty seems to be positive, though few
benefici aries were impacted in HSP  , and the true poverty levels of the beneficiary
dehkans are unclear . Monitoring systems need to improve to identify true impact.

The rural poverty impact of the | FAD6s strategy an
not rated given that only one of the three projects is completed and the data
available do not provide sufficient evidenc e.

Gender equalty and womends empower ment

IFAD did not have a sound strategy in Uzbekistan to guide gender

mainstreaming , which would have been of utmost i mportance to help achieve

| FADG6s priorities in the absence of a COSOP and in
context .% The project design documents across the portfolio provided descriptive

information about gender  -related issues in the country and in the rur al context

based on secondary data. Neither HSP nor DVCDP planning teams conducted a full

gender analysis during design. The project designs acknowledge the importance of

targeting rural women and the various challenges that prevent them from having

the sa me socio - economic opportunities than men, including limited access to and

control over natural resources and lack of collateral for credit applications.

However, beyond setting quotas, the design lacks a gender focus in HSP . The
DVCDP and ADMP designs do provide more proposals to address women in the

project, although naturally the same limitations imposed by cultural traditions
exist.

The three project documents note that the Government does not consider

there is a need for g ender mainstreaming. Consequently , any emphasis on

gender mainstreaming and womends empower ment recei
While there are relevant legislation and strategies regarding gender equality, there

is limited intersection with addressing gender gaps in the projects. The two main

bodies working with women are NGOs, though closely aligned with the State. The

Womendés Committee is the main organization that co
promotes gender equality in the country, but has limited influe nce over

Government policies or projects. The Business Wome
focuses on female entrepreneurs and i tis being contracted by ADMP to support

trainings.

In addition, there is no mention of targeting of women in the feasibility

stud ies of both HSP and DVCDP . As a result, there was no attention throughout

HSP implementation to the gender concerns and the gender targets identified in

the PDR. Gender issues were never prioritized in budgeting, planning and

implementation, and gender was not mainstreamed into project activities. Among

other issues, in HSP a gender focal point was never appointed. The overall

responsibility for achieving project gender quotas was incumbent on the M&E

Officer, whowas supposed to act al soo nats/ (hoGernddi enra tFoorcoa | a nRd
work in coll aboration with the Womends Committees,
and the Deputy Governors (Hokims) responsible for

% Althoughthel FAD Policy on Gender Equality and Womends Empower ment
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district levels. However, also due to the high turnover within the M&E fun ction, the

post of Gender Focal Point has never existed in practice, and this interaction did

not materialize for most of project durati

needs assessment was never carried out, leaving the project without a useful
information base for gender  -sensitive budgeting and planning.

While all the three projects share the same development objective of increasing

small hol der farmersd incomes, no specific
womends i ncome generThe HSP gnd BMCDP havetorae providing

training in income  -generating activities, covering a cumulative number of 745

women so far. The use of HHMs as envisaged by the DVCDP, should have a positive

impact in terms of increased shared decision -making and p lanning and a better

gen der - balanced workload.

The COSOP was a missed opportunity to draw from experience and provide

strategic guidance . The COSOP was approved in March 2017, when the HSP was
in its fifth year of implementation. However, it does not inclu de any #l
|l earneddo from HSP (or DVCDP) in terms of

that was being designed at the same time. With no gender analysis to support it,

the COSOP simply reiterated the establishment of female quotas of 30 per cent for
beneficiaries of training activities, without trying to address the root causes of such
low percentage of women accessing trainings and loans previously. Moreover, the
COSOP did not include any reference to the IFAD GEWE Policy of 2012, nor to its
three S trategic Objectives of economic empowerment, equal voice and equitable
workload balance. The 2019 COSOP Review did not draw any relevant lessons from
the low women outreach of the HSP, and at that point in time also of the DVCDP.

Several factors that were not adequately considered at design resulted in

low outreach numbers for women and weak performance across the
portfolio especially under the rural finance component.
in rural finance activities of all project s was affected by the  requirement of
holding business registration
women are seldom registered business owners in Uzbekistan, and usually lack the

to be eligible for lending activities. However, rural

on.

Si mi

attentio

essons

Female participation

collateral (in the form typically of vehicles or buildi ngs) and business registration to
obtain the loans. Moreover, women financial literacy is weak , and this affects

the capacity to handle loan applications (particularly as, until recently, they needed

to fil | the application in Russian language, rather than Uzbek), business planning

and repayment options, and in the end makes them feel
approach the banking system. As a result, in HSP, only 18 per cent of loans went

insecure and reluctant to

to women by completion, despite a reallocation of US$2.7 million to increase

women outreach. In DVCDP, the percentage of women reached by rural financial
services activities has increased from 9 per cent in September 2020 to 22 per cent
in June 2021, though still remaining below the target of 30 per cent. ADMP to date
repo rts 13 per cent of the loans that have been taken by women.

Moreover , the prevailing cultural attitudes in Uzbekistan discourage women

from participat ing in trainings or from travel ling alone. Gender balanced
participation in training activities was challe nging. IFAD supervision missions tried

to address the issue of womends pasedioeithgpat i on

involve local Non -government organizations  /women councils to identify suitable

trainees under Component 1 or by including more appropriate

selection criteria in

ow

outre

unde

the Subsidiary Loan Agreements under Component 2.

Committees was useful, although the project was in its final phase of
implementation it increased the percentage of women trained and gender targets
under C omponent 1 were achieved (33 per cent of women trained at completion).

Under HSP , only three women participated in study tours in Turkey and Georgia
out of 35 participants, and one woman out of 27 managers participated in
international fairs organized in Azerbaijan, Kazakhstan, Latvia and Russia. Field
visits to DVCDP found that even when training was organised close to the farm,
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ensuring participation of women was difficult. Men were reluctant to allow them to
participate, and women were shy or too busy. ADMP plans to hold trainings at
community level in an effort to improve participation.

Data on womends participation i nThei&pactefas not
trainings was not documented by the HSP final impact study. While new jobs for

women were created,  any possible impact on the economic empowerment of newly

empl oyed women was not measured, nor was the
decision -making role in local communities and institutions. Similarly, if the project

had any i mpact on t he r walkloadtsuch as thmbigh impronedn 6 s
access to irrigation facilities, this was not documented. Finally, the project did not

report on any possi bl e c ha-mgkagpowerandasseta 6s dec
ownership as a result of project activities.

The performanc e of IFAD 0 strategy to ensur e women & articipation ha S

improved in the on -going projects. The PMUs of DVCDP and ADMP hired g ender
specialists and this allowed the preparation and adoption of gender action plans
and some progress in women outreach. Overall, women represent 48 per cent of

the total beneficiaries reached so far by DVCDP (June 2021), while 40 per cent of
the new jobs created in dairy production went to women. Given the involvement of

women in the care and milking of cows, the latter is not surprising - intotal 1113

new jobs were reported, of which 438 were for women as of October 2020. The
ongoing projects are expected t o-makingreleagtheh e n
household and community | evel, througHMtogdashe u
equal representation in the FPPC, technical and entrepreneurial training, and

opportunities for study tours. Both DvVCDPand ADMP address the issue

workload and include some investments/activities that should help in reducing it,

such as the adoption of drip irrigation systems, green houses and other

technologies that can be incorporated on the household plots near the houses.

However, available documentation does not allow to assess, at present, if the two
ongoing operations are having an y success in this respect. Since the DVCDP has
just started to report at outcome level, it is not yet possible to assess whether the

project is having any impact on the percentage of women -owned enterprises
operating profit atvdrkyoad oodeci vsiormmakifgsole.

At the time of the CSPE field visit to ADMP, 13 per cent of the loans were disbursed
to women, which can be considered reasonable enough given the early stages of

implementation, and the COVID -19-related restrictions.  The women interview ed by
the CSPE team reported to be enthusiastic to start small businesses in sewing and

cooking. However, the ir limited access to collateral and lack of attention from PFls

and local authorities  affect their capacity to take loans . With encouragement from
project staff, PFls were beginning to employ female loan officers to work and

support women borrowers from April 2021. The gender action plans  should also
reflect gender -sensitive planning and budgeting, which however is not yet
happening. Both projects ar e planning to adopt household methodologies , such as
the Gender Action Learning System to reduce intra -household disparities and

contribute to wome n 3% The uppomingeparmership within ADMP

with the Business Womenods Associ at i o't isoppfomising beuppos t a n
womendés inclusion, assuming that the contrac
conduct training sessions in a timely manner.

ADMP design includes youth as a target group and provides youth -dedicated credit
lines, and thisis also  specified in the Feasibility Study. Only six loans within the

100 It js noted that indicators to follow the impact of household methodologies have been included in the GAP - however,
they are mainly focused on achieving positive trends in incomes for women. It is hoped that the more transformative
aims can also be tracked, such as changes in attitudes of other family members, work sharing and confidence building
for women.

101 The BWAU and its regional and district branch offices organize training workshops and seminars. The BWAU also
provides training to unemployed women to help them establish their own independent businesses, and is involved in
training women farmers on gender awareness, leadership and farm business development.
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youth credit line had been issued by April 2021, and research on youth/women

specific needs as planned in the 2020 progress report had not yet taken place. The
agreement on the State Guarantee F und failed to mention women and youth and
the April 2021 Supervision Mission requested an amendment

Summary. | FAD&ds country strategy and programme i s ass
moder ately unsatisfactory (3) for gender equality
empowerment. Gender targeting  was poor in HSP and is slowly improving in the

later projects, although women targeting through loans remains poor. While there

have been some positive results regarding womenés
jobs, training and production gains), there is lit tle influence on i mproving

voice and involvement in decision -making or lessening their workload as yet.
Similarly, there was no youth focus in HSP, but youth are gradually receiving

increasing attention in the later projects in recognition of their importance in rural
employment. The recently appointed technical advisors in DCVDP and ADMP are
improving the focus on gender mainstreaming and have developed gender/youth

action plans, however, more commitment is required from the leadership. The

COSOP did not include the lessons learned regarding gender from the earlier

projects, nor propose ways to address the difficult cultural and structural barriers.

Sustainability and scaling -up

Definition . Sustainability measures the extent to which the net benefi ts of the
intervention or strategy continue and are scaled-up (or are likely to continue and
scaled -up) by government authorities, donor organizations, the private sector and
other agencies. Specific domain s of sustainability are (i) environment and natura |
resources management and climate change adaptation , and, (ii) scaling -up. The
CSPE assessed the likely sustainability of the country strategy without providing a
rating given that two out of three projects are on-going. The sustainability of HSP
was assessed and rated through a dedicated PPE. The CSPE provides individual
ratings for scaling -up and environment and natural resources management and
climate change.

Fromaf inancial and economic sustainability perspective, h  orticulture and
dairy production are likely to be financially , economically and
institutionally sustainable , despite the negative impact of COVID -190n
markets . In the completion report of the HSP, the financial returns were assessed

over a 20 year period. It was estimated that n on-negative net returns would begin
to accrue from year 4 and continue for the foreseeable future. Structuring the
projectin  more than one phase might have consolidate d results and secured
stronger market linkages and more sustainable returns. It is likely that the market
will be domestic only , inthe shortterm |, as there are continuing barriers for export
that were not addressed by HSP . According to interviews, the pandemic caused
short term price falls in some commodities, but it could be ant icipated that
horticulture will provide good returns in the long run if linkages between value

chain actors could be improved

DVCDP is likely to offer sustainable returns, from increased milk production and

processing and continuing employment , however t he lack of strong integration with
processing facilities and improved hygiene impedes growth . Improved monitoring
and data collection  and the introduction of clear exit strategies embedded in the

next COSOP will ensure that appropriat e capacity buildingis  provided and benefits
maximised.

Moreover, the CSPE interviews revealed that there is continued interest by all
stakeholders in moving forward with the diversification of the horticulture and

livestock production.  The support of the Government to the AKIS can ensure
stronger extension support moving forward, building on the capacity building

provided by IFAD.
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167. There is a risk to institutional sustainability , if staff arenot retained
During | FAD6s time working in Uzbekistadtte, t he RRA
negative impact, though there have been continuing issues with staff turnover
throughout. UZAIFSA has been dissolved in early 2021 and the projects are being
split between the Veterinary Committee and the Ministry of Agriculture. The HSP
PCR stated t hat the existence of UZAIFSA was an important means to ensure post -
project sustainability, yet this will now disappear. UZAIFSA was a project
management body, with little sectoral expertise, therefore it could be assumed that

a move to the respective techn ical unit would improve implementation and
sustainability. However, the dissolution could also entail a loss of institutional
memory and a period of uncertainty if key staff familiar with | FAD
operations will not be retained
168. Sustainability of provision of loans to dehkans is uncertain . Continuing
support in the form of loans from the PFIs to HSP clients is unlikely . The

expectation was that the PFIs would continue to offer loans from their own funds,
but interviews during the CSPE demonstrated that they are reluctant to loan to
dehkans due to the additional risks and paperwork . It was expected that this would
take place during the implementation, but in practice loans were only made with
IFAD funds . The use of the Revolving funds from the credit lines is also not clear as
informatio n was not disclosed to the CSPE. Another phase of HSP support would

have been important to bed this arrangement down and make it more sustainable.

169. Thisis improving in DVCDP as the Ministry of Finance has  agreed to sustain the line
of credit of DVCDP by on  -lending the IFAD loan to three state -owned commercial
banks for 20 years with a grace period. This revolving fund should ensure the use
of the dedicated windows of the dairy value chain investment fund be yond the
lifespan of the project. However, it is also unlikely that the focus on small loans for
dehkans will continue in the dairy sector.

170. Social sustainability requires stronger and concerted collaboration with
the government moving forward. As mentioned throughout the evaluation, the
context remains challenging and efforts towards greater gender equality and the
formation of groups to support inclusive value chains cannot be pushed by IFAD
alone. While there have been some contributions to womenbds eiconom
empowerment and employment , changes regarding equitable workload and voice
forwomen are not vyet evident . Itis doubtful whether the changes introduced by
will be sustained. However, the work of the gender advisors and the application of
Household Methodologies  within the DVCDP may have more potential for creating
sustainable change in gender equality.

171. The t rust deficit due to past experiences has inhibited the development of social
capital in the form of supporting producer links into groups, or with coop erative s
and clusters . As mentioned, vertical integration  and contractual relationships along
the supported value chains did not materialize with HSP and it is far from

happening with DVCDP . There is some unease with communal ways of w orking, a
legacy from the  Soviet period. The cluster system may eventually be a way
forward, though it is still unclear how this model will apply to the horticulture and

dairy sector s.

172. Wat er Consumer s8 As s avouldédave beensn opWiCAEIN sation
to include in selection of contractors, and capacity building for appropriate water
use, water saving and Operation and Maintenance (  O&M), however, they have
been largely missed. Field visits indicated that individual irrigation beneficiaries are
keen to participate in O&M activities, but the organisation is unclear. Irrigation
investments are unlikely to function sustainability without tra ining for farmers,
water users and WCAs. WCAG6s budgets are generated from the i
fees set by the Association and paid by farmers, but the fees are too low to ensure
cost coverage for adequate maintenance activities. More efforts are needed in
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DVCDP to develop lasting relationships, for instance with the proposed Milk
Collection Centres.

Scaling -up

173. There are some signs of scaling -up. For example, the Ministry of Finance will
continue to finance DVCDP beyond the project implementation period. The recent
Presidential decree on support for dehkans, and the incorporation of these ideas in
the Strategy for Agricultural Development 2020 -2030, suggest | FAD&6s wor k
dehkans has some policy level support , though whether this is a direct result of
IFAD&s wor k or unr ednéh osdar thasresults in lepdication by the
Government or other donors remains to be seen . As a matter of fact, dehkans have
not been the priority for other IFls

174. As underlined in the PPE of HSP, although designed as a pilot project, the HSP did
not demonstrate the model for upscaling the horticulture value chain, as intended
at design when there was an expectation that private sector would step in . Yet,
there has been substantial investment in the development of horti culture after
HSP, which was followed by much larger investments in horticulture . To date,
nearly US$2 billion has been committed to horticultural development projects since
the approval of the HSP in 2012 (Figure 5). However, as already mentioned, this
increase in support to agriculture diversification is driven by the interest of the

government and the funds remain geared towards larger scale agriculture. In

addition, scaling up in the livestock sector has taken place with other donors

committing significant funding (though this is likely to be correlation, not

causation) .

Figure 5.
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175. Development partners recognize that IFAD was the first to implement projects in
horticulture, dairy , and to use a pro -poor targeting approach. They also note that
they had | earned from some of | FADO6s experiences,
the Governmentds mandatory feasibility study more
design process. As mentioned earlier,  the Ministry of Finance has agreed to sustain
the lin e of credit of DVCDP which reinforces scaling -up.
176. As explored under coherence, better results in scaling -up may have been
achieved with more in -depth policy level work and knowledge
management activities. There is no evidence to date of policy support link edto
the dairy sector as a result of | FADO6s work or DVC

ideas for policy development might emerge from the FPPCs. Further information
sharing and policy work could facilitate this. Uzbekistan is offering today a more

conduc ive environment to partnership building and innovation , Which can provide
theground f or greater coll aboration and deeper | FADO®Ss
level.
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Environment and n atural resources management and adaptation to climate
change
177. As mentioned un der relevance, climate change and environmental
protection  w ere initially not well internalized in HSP, however the
attention to these issues is improving in the ongoing projects . Climate

change will further increase the already extremely high water demands of wheat
and cotton production. The diversification towards horticulture and more efficient
crop varieties , such as fruits and vegetables , and the use of improved water
managemen t techniques were expected in HSP to enhance the resilience of
agricultural producers. However, climate change adaptation was not directly
addressed in the design of the HSP, despite being a clear corporate priority under
IFAD 8 and IFAD 9, when HSP was de signed. Moreover, the likely impacts of
climate change in Uzbekistan were well understood prior to the design of the HSP
and environmental catastrophes such as extreme droughts have been a major
concern for the country for several decades due to the shrink ing of the Aral Sea.
Disaster preparedness or risk reduction were not considered in the design.

178. DVCDP reflected to some extent climate change issues, with discussion of the risks
of dairy production to greenhouse gas production. More consideration was giv enin
the COSOP and ADMP design. Strategic Objective 3 of the COSOP 2017 aims to
enhance the ability of small -scale producers to make environmentally sustainable
use of natural resources, and raise their proficiency in adapting to climate
variability and s  hocks affecting their economic activities. Within ADMP, a

component on climate  -resilient rural infrastructure addresses reliable irrigatior
water supply, the I|mtclky oif n twihb icths ctuha ei nvol vement o
commer ci al agriculture.
179. lrrigation and water supply support has been important , though small in
scale, and needs enhanced institutional support. Irrigation assists farmers to
withstand i n ¢ r e a svariabtg Irainfall, and thus contributes to resilience.
Conventional i rrigation rehabilitation in HSP has reduced water losses from 17.75
million m3 to 4.4 million m 3. Field visits found that inthe schemes visited,  the work
wasof good quality and farmers were satisfied to hav

wat er s uplgwkve e as. the irrigation schemes were finali zed so late due to

procurement problems  (December 2019) and covered only a small part of the

irrigated land, an estimate of their impact on water use is notpossible . T h e

i mprovements to the irrixmeadtoend nted worr kv iwke ea epi | ot
demonstration model for replication. However, the
demonstration mul tipl i erz edfimitedcattestionmagspaidtoot r eal i
system planning , payment for water services and training in water

manageme ntand operation and maintenance , which are vital to ensure

the sustainability of infrastructure . Payment for water services in Uzbekistan is

patchy 19 and does not support good operation and m aintenance , yet HSP did not

pay attention tot these issues and focused mainly on rehabilitating old channels. In

addition , water users were not train ed and the field visits found that the few

irrigation staff  that received training have moved out of the area . Finally , the

quality of works executed in some schemes was poor, and some recently

completed canals sections already require urgent maintenance to avoid further

deterioration.

180. The introduction of drip irrigation allow ed for more efficient use of water,
but more training is needed to improve water use efficiency. HSP introduced
dripirrigaton t o support s naddptlation to dimatescidange. . Drip
irrigation technologies were applied mainly in greenhouses, permitting more
efficient use of scarce water resources, and fertilizers i although uptake has been
lim ited .1% Further training is also important for applying conventional irrigation

102 Both in Uzbekistan as a whole, and specifically in the project area according to interviews
193 The PPE team did not see any drip irrigation technologies during the field visit.
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water at the best time of the day and in appropriate quantities. It was assumed

that training would be delivered to the farmers and dehkans in a range of topics to
support adapt ation strategies, but the HSP PPE could find no evidence of such

training having taken place. This issue is being addressed in the ADMP. There are
plans for training WCAs and others on the effective use of water, and management

and operation and maintenanc e of their irrigation systems in the future, once the
construction is completed. H  owever, there are some unresolved issues regarding

the location and ownership of the wells, currently constructed on private land.

181. Access to water supply has also been an is sue for DVCDP . For instance,
potable water is important especially for milk hygiene, but also for cows to drink,
and fodder production. While this was mentioned in the PDR, there were no  project
activities implemented to develop water supplies.

182. Environment al impact assessments are not a requirement for loan
issuance , and this can pose an environmental threat especially for dairy
production . In HSP the final design report stated that environmental impact
assessments for all investment proposals were needed .1%4 However, the PFIs have
reported that these assessments were not carried out for sub -loans. In practice,
while this was less problematic for HSP, for DVCDP the risks are greater  given that
the Uzbek Environment Agency only requires the environmental impact
assessments for larger infrastructure  , such as a milk processing facility , and not for
purchases of cows or machinery.

183. There was an expectation inthe DVCDP PDR % of environmental supervision , Which
in practice never materialized . Both bank loan beneficia  ries and the PFIs reported
there was no requirement for environmental screening prior to loan issuance. There
could be potentially significant environmental impacts linked to dairy cattle, such
as contamination of water sources or irrigation canals, and od our. As most of the
funds in ADMP & DVCDP have been used to purchase heifers, this is a significant
threat . The Environmental and Social Management Plan , included in the design of
DVCDP to address the impact of dairy production intensification, has not been
developed, mainly because of the lack of specialized human resources ; the project
has no natural resources management or climate change specialist to assist.

184. Aso-c al |Peodsi6ti ve concl usiond of national environment
under oth er projects of UZAIFSA financed by IFIs - inthe h orticulture and livestock
value chain programmes financed by ADB and the World Bank . In the case of HSP,
contractors obtained the positive environmental conclusion for all the rehabilitated
canals, however this has not occurred for the DVCDP investments. Presumably this

is justified as  IFAD investments are for small numbers of livestock per farm
compared with the lar  ge individual herds  of other IFIs . Yet, many smaller herds can
pose similar environmental ri sks.

185. Greenhouse gas production was recognised at design stage as arisk of
ruminant production. Increasing the number of ruminants (DVCDP and ADMP)
was recogni zed to be a risk for greenhouse gas emission increases, however it was

argued that producing fewer, but better  -quality animals (with greater per capita
production) might balance the risk. In addition, it was planned to fund activities

such as improved fodder production and nutrition , manure management and biogas
production , yet this did not occur. The Ex-Ante Carbon Balance Tool (EX -ACT), an
innovative FAO -designed tool for carbon appraisal analysis , was applied at the

%] n HSP the Final Design Report (p.12) stated AAlIl HSP activit
Environmental Assessment and Government of Uzbekistan environmental legislation, i.e. environmental assessment of

all the investment proposals would have to be undertaken/approved by the State Environmental Expertise

(Glavgosecoexpertiza) of the State Committee on Natural Protection. The preparation of, or the review and approval (or

rejection) of developments on environmental grounds, is regulated by Decree of the Cabinet of Ministers No. 491
(31.12.2001): AiOn approval of the Rteiguud@ti on of the State Envi
195 The PDR outlined a process for preparation of Strategic Investment Plans that would include Environmental and

Social Impact Assessments. In addition, the DVCDP would formulate and Environmental and Social Management Plan

and train farmers to minimise environmental damage.
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design stage . This found that the project could provide a mitigation impact of

23,830 tons CO 2 on 10 years or 2,383 tons CO 2 per ye ar. However, as this was

dependent on improvements in nutrition, it is unclear whether this would have

been achieved or whether the dairy production would have increase d the

greenhouse gas production. The DVCDP logical framework included an indicator

i 6 , Mtdnne CO2 mitigation impact over 10 years (based on EX -ACT analysis)o
with the expectation that the Ex -ACT analysis would be repeated at mid term and

completion. However, this appears to have dropped out of logfram esin the

Supervision Missions  and there are no local experts with the skills to implement the

assessment, soitisun likely that it will take place.

186. Occupational health and safety are a slight risk , as noted during the CSPE
field visits. Given the lack of experience of smallholders and process ing plant staff
when dealing with chemicals and pesticides, it would be important for safe and
sustainable implementation to give training in safe handling and disposal, and
hygiene issues.

187. Opportunities for use of renewable energy and energy efficiency ha ve
been missed. For instance, within HSP, it was noted that solar energy could have
been used for power generation for greenhouses, instead of the polluting and
expensive fossil fuel options. In DVCDP, biogas plant construction at farm level was
proposed a s an investment at design stage but has not apparently happened ,
presumably this would require an information and promotion campaign with
farmers. In ADMP there is more focus on energy efficiency in the design, although
to date this has not been reported in supervision missions. 0%

188. In general, green investments offer a strategic opportunity moving
forward.  Uzbekistan is striving for carbon neutrality by 2050 and regional

dominance in renewable energy. The government sees the potent ial of green
economy as an engine of growth and to this end is collaborating with ADB, WB and

EBRD especially on solar power plants and renewable energy . IFAD has also been
in discussions regarding a new project in the Aral Sea area, which will have a

clim ate change adaptation focus.

189. Summary. The CSPE assesses scaling -up as moderately satisfactory (4)
and environment and natural resources management and climate change
as moderately satisfactory ( 4). On the positive side, IFAD has been the first IFI
to provi de loan financing to horticulture and dairy and its role in promoting
dehkans is noted by the Government and other financiers. Government policy has
recently begun to reflect these issues, via the Strategy for Agricultural
Development 202 0-2030 and Presidential decrees . The attention to environment
and climate change issues is improving.

190. However, the institutional support and training in O&M of irrigation infrastructure
and water use was scarce . The absence of consideration by PFIs of environmental
threats when issuing loans is a risk f or sustainability . More efforts are needed to
improve cows 6nutrition and manage manure, in order to consid er dairy a
sustainable activity

1% For instance, the project design refers to energy efficient greenhouse construction, energy savings via optimised

operation of pumps, and solar-p o wer ed met eor ol ogical stations. To date, there |
efficiency in the supervision mission reports, although the construction of the pipe wells and solar powered

meteorological stations has been noted.
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Key points

1 IFAD responded to important shifts in government policies in the agriculture and rural
sectors by pioneering support via loans to horticulture and dairy sectors and targeting the
dekhan farmers and more recently women and youth. The focus on the value chain
approach to agribusiness development combined with the provisio n of rural finance,
capacity building and pro -poor focus, was appropriate. However, many innovative
aspects, targeting and the value chain focus , were lost in the Feasibility Studies

1 Both external and internal coherence have been weak . | FADOGs positioairtg & the ¢
country was not guided by a strategic vision, neither intended nor formalized in the
COSOP, to build on the complementarity between the lending and non -lending
programme and steer partnership and policy dialogue . An action plan was not developed
to guide knowledge management. As a result, an M&E system at the project level was
not developed, results were not formally documented or disseminated and the potential
for partnerships, including with the private sector, remains untapped . Grants remained
detached from | FADO6s pr cguntgmme i n the

11 FAD6s introduced some key innovations and it
provided has enhanced agricultural skills through trainings and study tours, contributed
to enhance access to rur al finance services and this was greatly appreciated by the
beneficiaries and national authorities. Yet, owing to the absence of an adequate
monitoring system and poverty data, it is challenging to verify whether the poorest
dehkans have actually been reac hed. The value chain approach emphasi zed at design
stage has not been evident in implementation of HSP and DVCDP. In practice, the projects
focused on production and on the provision of rural finance without clearly linking the
various elements of the valu e chains.

1 Efficiency has been negatively affected by significant delays, procurement issues, a
currency devaluation, and inadequate, synchroni zed capacity building to support
implementation. However, the benefits to beneficiaries are likely to be positive for those

receiving support

1 HSP impact survey methodology was not robust, but it is presumed that there were

positive impacts on food security and nutrition, as well as incomes and assets . There has
not been any effort to work with social capital via dev elopment of cooperatives or WUASs,
partly due to layers of distrust.

1 Gender and youth were not addressed initially other th an via quotas and in particular the
cultural constraints on women make it difficult to involve them in t rainings and project
activitie s. Both gender and youth related issues are getting more attention in recent
times, with recruitment of gender staff, preparation of GAPs and changes in Government
policy.

9 There are some results in scaling -up, although much more can be achieved with an
appropriate knowledge management plan and policy dialogue. The introduction of
irrigation technology is likely to be sustainable and will contribute to climate change
adaptation on a small s  cale. Moving forward, increased attention is needed to support
environment and natural resources management and climate change adaptation and
increasing the institutional support and training in O&M of irrigation infrastructure and
water use.
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V. Performance of partners

191. Thissection first assesses | FADbds responsibility for
design , to managing and responding to emerging changes in context, to help
solving problems and implementation bottlenecks. For the Government, th e CSPE
assesses the degree of ownership and responsibility for implementation of
operations, policy guidance, and mobilization  of human and material resources,

implementation management, and responsiveness to supervision recommendations
and fiduciary aspec ts.

A. IFAD

192. The framework for | FADO&s strategic engagement with
Uzbekistan was not defined prior to starting implementation of projects .
According to IFAD Operational Procedures and Guidelines for Country Strategies ,107
a Country Strategy Note can be prepared instead of a COSOP under exceptional
circumstances, such as when, il FAD has insufficien
because of | imited or no engagement in the country
Uzbekistan. The Country Strategy and Concept Note was prepared in 2011 to
outline an initial strategy for | FAD6s gener al sup
concept for the first  investment . This Note, however, does not include strategic
objectives, expected results or risk management analysis. The Country Strategy
Note is typically a provisional document that should evolve into a COSOP through
an accurate analysis of | FADOGs performance, includ
Note period.

193. As noted earlier, the policy environment was not conducive to good
project planning in 2011. Poverty (a key focus for IFAD) was not recogni zed

officially by the Government, and the only financial providers were commercial
banks (mainly state -owned). The country was transitioning from a centrally -
planned to a market -economy, but the Government maintained strong control of

planning. Other development partners  faced similar problems - particularly with the
Feasibility Studies. During the HSP planning, IFAD did not clearly appreciate the

time this would take, nor the fact that the feasibility studies  would change the

design considerably and did not insiston key design features to be maintained  until
too late.

194. The lack of a strategic framework developed jointly with the government
has not allowed IFAD to agree on a common development vision before the
start of operations and to inform their implementation. The 2017 COSOP was not
built on an accurate analysis of main issues and lessons from HSP experience, and,
more importantly, does not include workable solutions to the ch allenges already
faced and which continued to affect DVCDP. Divergences and/or lack of
understanding between IFAD and the government about targeting and
disbursement priorities, have indeed appeared after projects started being
implemented, leading to low outreach and major implementation delays.

195. Lessons from HSP have partly informed the ongoing projects . Project
designs show an improvement over time in terms of i) increased attention to value
chains and rural entrepreneurship, ii) increased support to rur al youth and gender

mainstreaming, a nd iii) climate change. Yet, as explored earlier, the absence of a
sound partnership and development strategy makes consolidation of results
challenging.

Supervision and implementation support

196. Project supervision has imp roved since HSP, which had just four supervision
missions carried out rather than six. There were no missions to the project
between 2013 (entry into force) and mid -2015 when the first supervision mission

107 Available at https://www.ifad.org/en/-/document/quidelines-for-preparation-and-implementation-of-a-results-based-
country-strategic-opportunities-programme.

58


https://www.ifad.org/en/-/document/guidelines-for-preparation-and-implementation-of-a-results-based-country-strategic-opportunities-programme
https://www.ifad.org/en/-/document/guidelines-for-preparation-and-implementation-of-a-results-based-country-strategic-opportunities-programme

Appendix Il EB 2022/137/R. 19

took place , which was a critical gap considering th e need for guidance and

relationship building during the early work . On the other hand, DVCDP has been

regularly supervised with one mission per year until now, and one implementation

support mission. Foll owi ng | FADGSS, IFADs misgioese t o t he
planned for 2020 and 2021 were conducted remotely; while the DVCDP has

benefitted from at least two missions in person until now, the ADMP, which entered

into force in January 2019, has not yet received an in -country mission and has

been only remo tely supervised.

197. In August 2020, the RB  -COSOP was reviewed by a remote mission as part of the
design process of a new COSOP, reflecting the Uzbek Development Strategy for
2017 -2021 and the new Strategy for Agricultural Development 2020 -2030. The
main less ons learned through the COSOP review include the need to provide
greater implementation support to new clients to ensure that core IFAD goals with
regard to targeting, gender, climate adaptation, youth and nutrition, are prioritised
also under go vernment p olicy formulation.

198. The government appreciates IFAD supervision support and development
partners underlined the good interactions during the supervision missions
While there is no doubt that IFAD is investing time and effort to ensure projects are
supervis ed, the quality of supervision is overall moderately satisfactory, as the
support and guidance provided to project teams on M&E, knowledge management
gender mainstreaming, and procurement needs more attention moving forward.

199. However, the high turnover in CPMs and limited interactions with
government authorities and other development partners during the
evaluation period constrained | F ADémgagement atthe country level .
Since 2013, seven IFAD staff members (including the curr ent) have served as
Country Programme Managers (CPM)/Country Directors for Uzbekistan, being
based in Rome HQ or in the Sub -Regional Hub of Istanbul as IFAD does not have a
resident representation in Tashkent. The high turnover in the CPM position and the
sporadic (and often ad hoc during supervision missions) liaison with in -country
stakeholders have  not allowed for continuity in interacting with the government,
hindered institutional memory and any effective engagement of IFAD in policy
dialogue and knowl edge management

200. | FADG6s performance i s r atsatdfacory mé)Xder at el y

B. Government
Project management

201. Overall, project management tends to diverge from the PDRs by
overlooking the primary target groups (smallholder dehkan households)
and interpreting the IFAD projects more as credit operations than value
chain development programmes. This situation is mainly due to the lack of
integration of IFAD approaches and key targets in the Feasibility Study guiding
project implementation, combined with weak cap acities at the project level , which
caused severe disbursement and implementation delays that affected the
entire strategy . IFAD instruments to finance pre -implementation preparation
work and capacity -building (Project Pre  -financing Facility; and Non  -reimbursable
Technical Assistance for Project Start -up Facility), could be useful to the next
generation of projects.

202. Recentcha nges in Government policy improved the coherence between
Government and IFAD aims. In particular, CSPE interviews noted that the
Government now appreciates the importance of providing supportto  dehkans, as
important actors in food security and agricultura | production. Issues such as
climate change, gender and youth are also gaining more support from the
Government, reflected in targeted bank loans and activities, as well as in policies.
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