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1. Overall Assessment 
 
Uzbekistan has embraced a gradual transition toward economic reform. The Uzbek government has 
sought to balance slow market-oriented change with stabilization of the country’s economic and 
political forces. This balance has been a precarious and questionable one and has not always been 
met with the approval of the Uzbek people. With popular uprisings resulting in recent regime 
changes in nearby Georgia and the Kyrgyz Republic, the Uzbek government has made clear its 
willingness to employ force if necessary to maintain order and power. The government’s 
indiscriminate use of force in reaction to demonstrations in the Northeastern Uzbek city of Andijan 
in May 2005 led to the deaths of somewhere between 160 and several hundred people. International 
organisations and foreign nations have responded by calling for an investigation into the causes 
behind the killings. The way Uzbekistan handles this volatile situation will markedly influence the 
transition process in the country and could significantly affect its economic and political relations 
with the rest of the world.  
 
The rule of law is not yet fully entrenched in Uzbekistan. Principal causes of this problem are that 
the constitutional system places substantial power in the hands of the largely unchecked executive 
branch, political freedoms are not yet fully recognised, and corruption is reportedly deep and 
pervasive. 
 
Multiple exchange rates on current transactions, severe trade restrictions, and the continuation of 
substantial government control over the economy have adversely affected the investment climate, 
limiting the scope for private sector expansion. Liberalising trade and exchange rate regimes on 
current transactions is crucial to the improvement of the investment climate and to greater market 
efficiency. The government has made some progress in reducing inflation and the budget deficit, 
but it is believed that government statistics understate both problems, while overstating economic 
growth.  
 
The main legal impediments to private sector investment in Uzbekistan remain as follows: (1) the 
absence of an efficient pledge registration and enforcement system, (2) complex and sometimes 
contradictory legal rules coupled with insufficient or weak implementation, (3) practical difficulties 
regarding conversion of local currency into foreign currency, and (4) a high level of discretion 
granted to government officials to interpret the economic legislative framework. In addition, there 
continue to be concerns about the readiness of Uzbek courts to enforce foreign arbitration awards in 
accordance with the country’s treaty obligations under the 1958 United Nations Convention on the 
Recognition and Enforcement of Foreign Arbitral Awards.   
 
In sum, Uzbekistan’s commercial laws remain generally limited in scope, open to conflicting 
interpretations, and generally do not conform with international best practices (Chart 1). Because of 
the interdependence of law, economics, and democracy, the three pillars of transition, Uzbekistan 
will achieve sustainable improvements in its investment climate only when its efforts to advance 
economically and politically are matched by a comparable commitment to legal reform.  Therefore, 
Uzbekistan will benefit from upgrading its commercial laws and regulations to comply with 
internationally accepted standards and making those laws fully effective, particularly through 
strengthening the court system, tackling corruption, and pursuing other related measures that 
develop respect for the rule of law.  
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Chart 1 – SNAPSHOT: Overview of Uzbekistan’s Commercial Laws 
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2. The Legal System  
 
2.1. Constitution and the Courts 
 
The Uzbek Constitution, ratified on 8 December 1992, provides for freedom of speech, 
representative government, and separation of powers among the executive, legislative, and judicial 
branches. In practice, President Islam Karimov and the centralised executive branch dominate 
political and societal life, with the president able to propose legislation, sponsor referenda, veto 
parliamentary acts, and dissolve the country’s national legislative body (the Oliy Majlis).   
 
Elected president by the Uzbekistan Supreme Soviet in March 1990, about a year and a half before 
Uzbekistan established its independence from the Soviet Union, President Karimov has since been 
re-elected twice, most recently in 2000 when he received 91.9% of the votes. Following a 
constitutional amendment, presidential terms were extended to seven years, with the current term 
running through 2007. 
 
The legislative branch consists of the Oliy Majlis, which is comprised of a Lower House 
(Legislative Chamber) and an Upper House (Senate) as a result of a 2002 referendum that changed 
the legislature from a unicameral to a bicameral body. There are 120 seats in the Lower House, 
where the representatives are elected by the people. The Upper House has 100 members, 84 of 
which receive their appointments by regional governing councils, with the remaining sixteen being 
appointed by the president. Officeholders in both houses serve five year terms, with the next 
parliamentary elections scheduled to be held in December 2009. According to the CIA World 
Factbook, every party represented in the legislature supports President Karimov.  
 
The nation’s three principal courts are the Constitutional Court, the Supreme Court, and the High 
Economic Court. The Oliy Majlis selects judges for these courts based on presidential 
recommendations. The Uzbek president appoints regional, district, and city court judges, who serve 
five year terms. 
 
2.2. Relationship between Legal Transition and Economic Progress 
 
Monopolisation of power within the executive branch, state dominance of the economy, and the 
failure to establish a functionally independent judiciary have hindered Uzbekistan’s transition 
process. Based on the EBRD’s findings that legal transition and economic progress are positively 
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correlated in transition countries (Chart 2), the future and ultimate success of Uzbekistan’s 
transition will be inextricably linked with the nation’s efforts to eradicate corruption and cultivate a 
strong and respected independent judiciary. 
 
 Chart 2 – Economic and Legal Transition Progress in the EBRD Countries of Operations  
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Sources:  EBRD and World Bank 

 
Note:  The vertical axis measures the performance of commercial and financial laws, with 0 being the lowest and 80 
the highest. The horizontal axis displays the EBRD transition index as an average of transition indicators between 
1997 and 2003, with 1 referring to very early transition stages, and 4 referring to an advanced transition level. 
 
2.3. Investment Climate 
 
Uzbekistan is the most populous country in Central Asia, with a population of over 26 million 
people. Although the country is one of only two doubly-landlocked nations in the world, it is rich 
with natural resources, such as oil and gold, and has long been a leading global producer of cotton. 
The nation’s arid landscape, however, necessitates large irrigation efforts to grow cash crops like 
cotton. During the Soviet period, irrigation was conducted without regard to its consequences, with 
the result being that the Aral Sea has shrunk to one-third of its original volume, contributing to a 
host of substantial health and environmental problems that plague the country.  
 
Legally, the difficulty of enforcing contracts in Uzbekistan is one facet of the broader challenge the 
country faces in establishing respect for the rule of law. Despite such structural problems, 
Uzbekistan’s investment climate improved between 1999 and 2002, most notably in the areas of 
corruption and infrastructure development (Chart 3). 
 

3 
 



 

Chart 3 – Assessment of Investment Climate by Dimension  
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Source:  EBRD/World Bank Business Environment and Enterprise Performance Survey 2002  

 
Note:  The seven axes indicated above represent the different dimensions of the investment climate. The values range 
from 1-4, with 1 indicating no obstacles to business growth and operation and 4 indicating major obstacles. A fuller 
circle indicates a more challenging business environment. 
 

3. Evaluation of Selected Commercial Laws 
 
The EBRD has developed and regularly updates a series of assessments on legal transition in its 
countries of operations, with a focus on the following areas related to investment activities: capital 
markets, concessions, corporate governance, insolvency, secured transactions, and 
telecommunications. The assessments examine both the quality of the laws on the books (also 
referred to as “extensiveness”) and the implementation of those laws (labelled as “effectiveness”). 
The following presents a summary of the results for Uzbekistan, accompanied by critical comments 
by the Bank’s legal experts who conducted the assessments. 
 
Note: Results of these assessments can be found at www.ebrd.com/law. 
 
3.1. Capital Markets 
 
The principal Uzbek laws related to capital markets are the Law on Securities and Stock Exchange 
of 1993, as amended in 1999 and 2002, and the Law on Joint Stock Companies and Protection of 
Shareholders of 1996, as amended in 1997, 1998, 2002, and 2003. Less influential in this sector, but 
still of importance, are the Law on Exchanges and Exchange Activities of 2001, the Law on 
Mechanism of Operation of Securities Markets of 1996, as amended in 2002, the Law on 
Depository Activities at Securities Markets of 1998, as amended in 2002, and the Law on 
Protection of Investors’ Rights at Securities Markets of 2001. 
 
Created in 1994, the Tashkent Republican Stock Exchange’s opening followed the first stage of 
Uzbekistan’s efforts toward privatisation. Only licensed brokers have access to the system, and 
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these brokers can conduct transactions at 12 different branches of the exchange located throughout 
the country. In 2003, the turnover of equities in the securities market amounted to approximately 33 
million USD, with government bonds totalling approximately 56.4 million USD, and corporate 
bonds accounting for 19.1 million USD. In 2000, an electronic over the counter (OTC) system came 
into existence. Trading on the OTC is limited, and in 2002 the total volume of transactions just 
reached 575,000 USD. 
 
Notwithstanding major improvements in recent years, the Uzbek Securities Market is characterised 
by low liquidity, the absence of an effective system of information disclosure, and a low number of 
investment intermediaries and other investment institutions. It is regulated by the Centre for 
Coordination and Control of the Securities Markets, established in March 1996 by a presidential 
edict. 
 
In 2004, EBRD measured the Uzbek securities markets legislation against the “Objectives and 
Principles of Securities Regulation” published by the International Organization of Securities 
Commissions (IOSCO). The results indicate that Uzbekistan’s legislation is in “medium 
compliance” with IOSCO principles (Chart 4).   
 
Chart 4 – Quality of Securities Markets Legislation in the EBRD Countries of Operations 
 

Source:  Securities Markets Legislation Assessment 2004 

*

 
Note:  The various categories represent the level of compliance of a given country’s legislation (the laws on the books) 
with international standards. The asterisk indicates in which category Uzbekistan ranks. 
 
The EBRD’s Securities Markets Legislation Assessment revealed shortcomings in Uzbekistan’s 
legislative scheme with respect to investment service providers and with regard to the powers of the 
regulator to enforce disclosure requirements where change in corporate control occurs. Positively, 
provisions dealing with issues like collective investment schemes, accounting and auditing, and 
self-regulation compared well with international standards (Chart 5). 
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Chart 5 – Quality of Securities Markets Legislation – Uzbekistan (2004) 
 

Source: EBRD Securities Markets Legislation Assessment 2004 
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Note: The extremity of each axis represents an ideal score in line with international standards such as the IOSCO 
Principles. The fuller the ‘web,’ the more closely the country’s capital markets laws approximate these standards. 
 
3.2. Concessions 
 
The 1995 Law of the Republic of Uzbekistan on Concessions (the “Concession Law”) is the 
primary legislative enactment governing the concessions field. Several foreign investors have also 
undertaken natural resource projects under the rules of the 2001 Law on Production Sharing 
Agreements. 
 
A positive feature of the Concession Law is that a concession agreement may not be terminated 
unilaterally, except where the relevant authority discovers that the concessionaire provided false 
information at the time at which the agreement was entered into.  Another welcome rule of the 
concession regime is that it allows a concessionaire to dispose freely of its profit after payment of 
the fees and taxes mandated by Uzbek law.   
 
A written policy framework for improving the legal environment and promoting private sector 
participation (“PSP”) exists in the form of a resolution, issued in 1998 by the Commission on 
Perfection of the Public Utility Services in the Market Economy, that approves the strengthening of 
economic reforms in the public utility services sector. Some general provisions related to this 
resolution can also be found in the 1998 Law on Guarantees and Measures for the Protection of 
Foreign Investors’ Rights. 
 
The Government of Uzbekistan has the preemptive right to purchase products from the 
concessionaire. This right is a concern to foreign investors, who worry they may be forced to sell 
products at a lower than market price specified by the State. Moreover, according to the Concession 
Law, foreign investors are to keep accounts and financials in accordance with Uzbek law, which 
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does not correspond with international accounting standards (IAS). Another major drawback of the 
Concession Law is the standard provision that disputes between a concessionaire and the 
concession grantor fall under the exclusive jurisdiction of the economic courts of Uzbekistan. 
Therefore, parties to a concession agreement are not entitled to refer a dispute to international 
arbitration.  
 
The recent EBRD Concessions Sector Assessment project, undertaken to evaluate concessions laws 
throughout the EBRD’s 27 countries of operations (the laws on the books only, rather than how 
they work in practice), revealed that the laws of Uzbekistan are in “low compliance” with 
internationally accepted standards (Chart 6). As demonstrated pictorially below (Chart 7), while 
rules covering the settlement of disputes in concessions-related arrangements, for instance, are 
regulated fairly extensively, most other areas, and in particular, the selection of a concessionaire 
and availability of financial instruments and state support, need to be dramatically improved in 
order to meet the requirements of a modern legal framework facilitating PSP. 
 
Chart 6 – Quality of Concessions Legislation in the EBRD Countries of Operations with a Specific Law(s) on 
Concessions 
 

Source:  EBRD Concessions Sector Assessment 2004 

*

 
Note:  The various categories represent the level of compliance of a given country’s legislation (the laws on the books) 
with international standards. 
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Chart 7 - Quality of Concessions Legislation – Uzbekistan (2004) 
 

Source:  EBRD Concessions Sector Assessment 2004 
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Note:  The extremity of each axis represents an ideal score in line with international standards such as the UNCITRAL 
Legislative Guide for Privately Financed Infrastructure Projects. The fuller the ‘web,’ the more closely the country’s 
concessions laws approximate these standards. 
 
As far as the selection procedure is concerned, the rules are very general, without, for instance, any 
reference to the pre-selection procedure or to the publication of concessions awards. Moreover, 
direct negotiations are not clearly provided for, and no reference is made to review procedures. 
Even though the Concession Law contains provisions regulating project agreements, these 
provisions are not flexible enough to encourage true negotiation of an agreement. Finally, the 
Concession Law is silent as far as government support, financial securities, and lenders’ rights are 
concerned.  
 
Overall, a major reform of concessions enabling legislation is necessary in order to create a clearer, 
more flexible, and investor-friendly legal environment that encourages PSP in Uzbekistan.  
 
3.3. Corporate Governance 
 
The Law on Joint Stock Companies and Protection of the Rights of Shareholders entered into force 
on 26 April 1996 and was amended in 1997, 1998, 2002, and 2003. The Law on Companies with 
Limited and Additional Liability, dated 6 December 2001, extended the application of the standards 
of the Law on Joint Stock Companies to limited liability companies. These laws, along with the 
decree of the Cabinet of Ministers “On Improvement of the State Registration System and Record 
Keeping of Subjects of Entrepreneurship,” dated 22 August 2001, and the Decree of the Cabinet of 
Ministers “On Substantial Improvement of the Registration Procedure System for Organization of 
Entrepreneurial Activity,” dated 20 August 2003, constitute the legal framework for corporate 
governance in Uzbekistan. 
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In 2003, the EBRD conducted an assessment on the extensiveness (the quality of the laws on the 
books) of Uzbek corporate governance legislation, which registered a score of “medium 
compliance” when measured against principles promulgated by the Organisation for Economic Co-
operation and Development (OECD) (Chart 8). When compared with similar legislation in other 
Early Transition Countries (ETC), the Uzbek laws provided a promising foundation for the 
development of sound corporate governance practices.   
 
Chart 8 - Quality of Corporate Governance Legislation in the EBRD Countries of Operations  
 

Source:  EBRD Corporate Governance Sector Assessment 2003 

*

 
Note:  The various categories represent the level of compliance of a given country’s legislation (the laws on the books) 
with international standards as set out in the OECD Principles of Corporate Governance. 
 
On the other hand, plenty of room for improvement remains. For example, the law should require 
that all shares be fully paid before they can be transferred. Companies should be required to prepare 
quarterly financial reports and group accounts on a consolidated basis, in line with internationally 
recognised accounting standards, and the law should set specific rules to guarantee auditors’ 
independence. 
 
Additionally, information on the compensation of board members and key executives should be 
determined by the shareholders, and the board’s responsibilities should include monitoring the 
effectiveness of the governance practices in place. Boards should include a certain number of non-
executive and independent directors and separate committees for dealing with financial reporting.  
Finally, as highlighted in Chart 9, laws addressing disclosure of corporate information should be 
improved, as should legislation on insider trading. 
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Chart 9 - Quality of Corporate Governance Legislation – Uzbekistan 
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Source:  EBRD Corporate Governance Sector Assessment 2003 

 
Note:  The extremity of each axis represents an ideal score in line with international standards such as the OECD 
Principles of Corporate Governance. The fuller the ‘web,’ the more closely the country’s corporate governance laws 
approximate these standards. 
 
3.4. Insolvency 
 
The 2003 Law on Bankruptcy of the Republic of Uzbekistan (as amended, the “Insolvency Law”) 
governs insolvency issues in Uzbekistan. This law scored “low compliance” when compared with 
international standards in the EBRD’s 2004 Insolvency Sector Assessment (Chart 10).   
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Chart 10 – Quality of Insolvency Legislation in the EBRD’s Countries of Operations 
 

Source:  EBRD Insolvency Sector Assessment 2004 

*

 
Note:  The various categories indicate the level of compliance of each country’s legislation (the laws on the books) 
with international standards, such as the World Bank’s Principles and Guidelines for Effective Insolvency and Creditor 
Rights Systems, the UNCITRAL Working Group on Legislative Guidelines for Insolvency Law, and others. 
 
As Chart 11 reveals, this law is deficient in many key areas. Specifically, the Insolvency Law does 
not provide for a ‘balance sheet’ test for insolvency, nor does it provide expedited time limits 
within which insolvency cases must be heard by the courts. The law’s provisions on the avoidance 
of suspicious pre-bankruptcy transactions are extremely vague and do not provide the necessary 
detail to create a predictable avoidance regime.   
 
As is common in insolvency legislation in the ETC, the Insolvency Law is particularly deficient in 
addressing the issue of reorganisation. At present, the reorganisation provisions provide for 
virtually no supervision of the debtor company and prescribe inadequate requirements for the 
qualification of insolvency administrators, who are vital to the reorganisation process. In addition, 
under the current scheme there is virtually no opportunity to obtain ongoing financing during 
restructuring. All of these issues must be addressed. Finally, it would be worthwhile for the law to 
address the matter of cross-border insolvency proceedings (although, admittedly, this is not as 
pressing an issue as the other deficiencies discussed herein). 
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Chart 11 – Quality of Insolvency Legislation – Uzbekistan 
 

Source:  EBRD Insolvency Sector Assessment 2004 
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Note:  The extremity of each axis represents an ideal score in line with international standards, such as the World 
Bank’s Principles and Guidelines for Effective Insolvency and Creditor Rights Systems, the UNCITRAL Working 
Group on Legislative Guidelines for Insolvency Law, and others. The fuller the ‘web,’ the more closely the country’s 
insolvency laws approximate these standards. 
 
Although the Insolvency Law does contain some positive elements, such as the requirement that 
adequate notice be given to creditors when proceedings are commenced, there is some doubt as to 
whether these encouraging attributes will be properly implemented. The results of the EBRD 2004 
Legal Indicator Survey on Insolvency, which examined the effectiveness (or how the laws work in 
practice) of insolvency regimes in both creditor-initiated insolvencies and debtor-initiated 
insolvencies, showed that the practical application of the insolvency law with respect to creditors is 
likely to be unduly expensive and overly complex (Chart 12). In addition, the results of the survey 
showed that the quality of insolvency administrators, in both creditor and debtor-initiated cases, is 
extremely unreliable. 
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Chart 12 - Effectiveness of Uzbekistan’s Insolvency Regime 
 
Creditor initiated insolvencies    Debtor initiated insolvencies 

  

Source:  EBRD 2004 Legal Indicator Survey on Insolvency  
 

Note:  The results have been derived from stakeholder responses to questions about the practical functioning of the 
insolvency regime. The fuller the “web,” the more effective the country’s insolvency regime is. 
 
All of these factors, together with the law’s deficiencies, militate against the insolvency regime’s 
functioning properly as a ‘stick’ to induce debtors to act in good faith and as a ‘carrot’ to induce 
insolvency debtors, with regard to businesses that are fundamentally viable, to pursue the rescue of 
such businesses. A comprehensive package of reforms, legislative and institutional in nature, is 
required to improve the insolvency system. 
 
3.5. Secured Transactions 
 
The legal regime covering security rights over movable and immovable assets is defined in the 
Civil Code of 1 March 1997 and the Pledge Law of 1 May 1998.  
 
Multiple options exist for structuring security over movable, tangible assets. First, possession of the 
collateral can be transferred to the creditor or a third party. Second, the assets can be marked or 
locked and then sealed, thus remaining in the possession of the borrower. Finally, the parties can 
agree that security will be created without formalities, which is an option of particular interest for 
commodities in circulation. 
 
Notarisation of the agreement is not compulsory, but it is recommended, as it constitutes a 
“receiving order” that allows the lender to begin enforcement upon default without needing to 
obtain a court judgement. No general system of registration of charges over movable property 
exists, and the question of priority and enforcement of charges remains highly uncertain. 
Registration is required only when the charged assets themselves are subject to registration, such as 
with intellectual property rights and vehicles. 
 
With security over immovable assets (including the enterprise), perfection of the mortgage requires 
notarisation of the mortgage agreement and registration in the Land Registry. 
 
Uzbek law is quite rigid with respect to what the parties can agree. A general description of the 
collateral is allowable only for security over commodities in circulation and processing. Otherwise, 
specific identification of charged property is required. Although the charging of future property is 
explicitly envisaged, it seems notaries will not notarise agreements for security over future assets.   
Also, specific identification of the secured debt is generally required. The agreement must include 
details of the essence and maturity date of the secured debt.  
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Another serious impediment is found in the creditor’s priority. Tax arrears and certain debt for 
which creditors have previously obtained a court order may take priority over the secured creditor, 
including outside of bankruptcy. In bankruptcy, secured claims are preceded by unpaid wages, 
taxes, and social security claims. 
 
A 2004 EBRD Regional Survey of Secured Transactions Legislation on the books shows that 
Uzbekistan is a country of “deficient reform” in the area of secured transactions, one of five such 
countries in the EBRD’s sphere of operations (Chart 13). 
 
Chart 13 – Level of Legal Reform in the Field of Secured Transactions 
 

 Source:  EBRD Regional Survey of Secured Transactions Legislation 2004 

*

 
Note:  The level of reform referred to in the legend above is assessed in relation to the EBRD’s Model Law on Secured 
Transactions and the “Ten Core Principles of Secured Transactions Law.” 
 
As Chart 14 illustrates, enforcement of security and the effect of security on third parties are some 
of the most pressing areas for legislative reform in the Uzbek secured transactions system. 
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Chart 14 – Legal Regime’s Capacity for Taking Security over Movable and Intangible Property – Uzbekistan 
 

Source:  EBRD Regional Survey of Secured Transactions Legislation 2004 
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Note:  Scoring is done on a scale of 1 to 100, with 100 representing the most advanced legal regime. The fuller the 
‘web,’ the more advanced the country’s secured transactions legal system is. 
 
As in other transition countries, enforcement of legislation remains slow and unpredictable. A 
survey conducted by the EBRD in 2003 on enforcement of charges revealed that in Uzbekistan, the 
process of enforcement is slow and complex, and the proceeds are limited as to what the lender can 
expect to receive upon realisation of the assets (Chart 15). This undesirable situation is due to the 
many opportunities available to a debtor to obstruct and delay the enforcement process. For 
example, the sale of charged property can be postponed by up to one year upon the debtor's request.  
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Chart 15 – Effectiveness of the Charge Enforcement Process – Uzbekistan (2003) 
 

Source:  EBRD New Legal Indicator Survey 2003 
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Note:  The chart shows how much a secured creditor can expect to recover (amount), how quickly (time), and how 
simply (simplicity). The higher the bar, the more efficient and creditor-friendly the system is. 
 
Amount, time, and simplicity, however, do not provide a complete perspective on the process and 
scope of how a country’s secured transaction regime works, and thus, the EBRD also considers 
twelve “qualifiers” that can influence the above “raw” results. This evaluation shows that 
Uzbekistan faces “major problems or limitations” for seven of the twelve factors, including with 
respect to preferential creditors and corruption (Chart 16). 
 
Chart 16 - Obstacles to Charge Enforcement Process - Uzbekistan (2003)  
 
 Scope Factors Process Factors 
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Source:  EBRD Legal Indicator Survey 2003 
 

Note: “Process” factors measure the impact that specific obstacles would have on the enforcement proceedings. 
“Scope” factors give an indication of how effective enforcement would be when conducted on various types of 
collateral and in the context of debtor insolvency. The fuller the coloured area, the more serious the problems are. 
 



 

3.6. Telecommunications 
 
The telecom sector is currently governed by the Law on Communications of 1999 (the “Telecom 
Law”) and regulated by the Uzbek Agency for Communications and Information (UzACI). The 
Telecom Law is supplemented by a myriad of presidential decrees, cabinet resolutions, and 
regulations.  
 
UzACI is the successor to the Ministry of Communications, has the rank of a ministry, and provides 
strategic policymaking and regulatory implementation functions. The Director-General of UzACI 
holds the post of Deputy Prime Minister, making UzACI a de facto ministry. UzACI oversees a 
wide breadth of activities, including regulation, management/supervision of commercial and quasi-
commercial entities, an educational institution, services for maintaining telecom network integrity, 
operations in emergency situations, and funding of telecom and informatics development. 
Additionally, the Director-General of UzACI is the Chairman of the Board of Supervisors of 
UzbekTelekom (UT), the majority state-owned incumbent operator.  
 
Fixed-line services are provided mainly by UT, owner of the fixed-line network. UT currently holds 
a monopoly on international voice services and Voice over Internet Protocol (VoIP), which, unless 
extended, will expire in 2007. The government has been trying to privatise UT since 1999, but has 
been unsuccessful, in part, due to governmental actions that have counteracted this goal.   
 
Tariffs are regulated for UT and other operators providing universal services. The State Committee 
of De-monopolisation and Competition Development (CDC) sets tariffs for universal services in 
accordance with the Law on Natural Monopolies. Little progress appears to have been made with 
respect to the implementation of tariff policy or tariff setting mechanisms. While a programme of 
tariff increases for local telephony is understood to be in place, there appears to be no serious 
attempt to rebalance tariffs and little movement to decrease the high international call rates.    
 
The licensing framework is somewhat burdensome, requiring licences for design, construction, 
operation, and provision of telecom services. While there are obligations as to interconnection in 
the Telecom Law and licences, they fail to provide the necessary framework for implementation of 
a modern interconnection regime. Interconnection appears to be based solely on commercial 
agreements, and given UT’s overwhelming market position, this method leads to a significant 
imbalance in bargaining power for alternative operators.  
 
While the Telecom Law covers certain fundamental aspects of telecom regulation, it is vague and 
too imprecise to present a clear picture of rights and obligations. The law would, thus, benefit from 
revision, consolidation, and rationalisation. Similarly, government policy would greatly be 
enhanced by clarification, restatement, and publication. On the institutional side, while the state’s 
shareholding in UT has been formally transferred to the State Property Committee (GKI) in 
anticipation of privatisation, the continuing influence of UzACI in the management and operations 
of UT (through representation on UT’s supervisory board) seriously undercuts the company’s 
independence and impartiality and has the potential to create significant conflicts of interest within 
the sector. While the current situation is understood to be partly transitory, delays in separation of 
regulatory and non-regulatory functions and in making the regulatory authority truly independent of 
operator interests will continue to affect investor confidence and hamper development of the sector.  
Additionally, lack of detailed implementing regulations and mechanisms for interconnection, 
tariffs, and universal service will likely slow sector development. 
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