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Abstract: This article examines Environmental, Social, and Governance (ESG) management practices within the com-
mercial banking sector of Uzbekistan, a transition economy at an early but accelerating stage of sustainability integration.
Drawing on a multi-method research design that combines semi-structured expert interviews with banking practitioners,
systematic analysis of bank annual reports and regulatory documents, and a comparative review of empirical evidence
from Middle Eastern and international banking contexts, the study identifies the principal factors shaping ESG adoption
and benchmarks Uzbek bank performance against regional and global comparators. The findings reveal that Uzbekistan’s
banking sector exhibits a composite ESG score of approximately 14-19 out of 100 — substantially below the regional
Middle Eastern average of 44.3 and the global LSEG average of 52 — with the governance and environmental pillars rep-
resenting the most acute performance gaps. Six principal factor clusters determine ESG management trajectories: regula-
tory and institutional frameworks, bank-level governance, international cooperation, institutional capacity, macroeconomic
context, and market-based investor pressure. The regulatory environment, characterized by expanding but non-binding
policy frameworks and the absence of a national ESG taxonomy applicable to the full banking sector, is identified as the
most significant external constraint. The article develops a sequenced, evidence-based reform agenda, establishing gov-
ernance formalization as the highest-priority entry point for ESG investment based on cross-country evidence that gov-
ernance quality improvements generate measurable reductions in the cost of debt and equity in emerging market banks.
The article contributes to the sparse empirical literature on ESG management in post-Soviet transition economies and
provides actionable recommendations for banking practitioners and regulators in Uzbekistan.

Keywords: ESG management; commercial banks; Uzbekistan; green banking; sustainability; cost of capital; transition
economies; governance quality.

Annotatsiya: Ushbu maqolada O‘zbekiston tijorat banklari sektorida Environmental, Social, and Governance (ESG)
boshqaruvi amaliyotlari tahlil gilinadi. Tadgiqot barqaror rivojlanish tamoyillarini integratsiya qilishning dastlabki, biroq
jadallashib borayotgan bosqichida turgan o'tish igtisodiyoti sharoitida amalga oshirilgan. Tadqgiqot ko‘p usulli yondashuvga
asoslanib, bank sohasi mutaxassislari bilan yarim tuzilgan intervyular, banklarning yillik hisobotlari va normativ-huquqiy
hujjatlarining tizimli tahlili, shuningdek, Yaqin Sharq va xalgaro bank amaliyotlariga oid empirik ma’lumotlarning giyosiy
ko‘rib chigilishini oz ichiga oladi. Tadgiqotda ESG yondashuvlarini joriy etishga ta’sir giluvchi asosiy omillar aniglanib,
O'zbekiston banklari facliyati mintagaviy va global ko‘rsatkichlar bilan solishtirilgan.

Natijalar O‘zbekiston bank sektorining umumiy ESG ko‘rsatkichi taxminan 14—19 ballni tashkil etishini ko‘'rsatdi, bu esa
Yaqin Sharg mintagasi bo‘yicha o‘rtacha 44,3 ball va global LSEG o‘rtacha ko‘rsatkichi 52 balldan sezilarli darajada
pastdir. Eng katta tafovutlar korporativ boshgaruv va ekologik yo‘nalishlarda kuzatiimoqda. Tadgiqot ESG boshqaruvi
rivojlanishiga ta’sir giluvchi oltita asosiy omillar guruhini anigladi: normativ-institutsional muhit, bank darajasidagi korpo-
rativ boshgaruv, xalgaro hamkorlik, institutsional salohiyat, makroigtisodiy sharoit hamda investorlarning bozor bosimi.
Majburiy bo‘lmagan siyosiy mexanizmlar va butun bank sektorini gamrab oluvchi milliy ESG taksonomiyasining mavjud
emasligi bilan tavsiflanadigan tartibga solish muhiti eng muhim tashqi cheklov sifatida baholandi.

Magqgolada empirik dalillarga asoslangan bosgichma-bosgich islohotlar dasturi ishlab chigilgan bo‘lib, unda korporativ
boshqaruv mexanizmlarini rasmiylashtirish ESG investitsiyalari uchun eng ustuvor boshlang‘ich nuqgta sifatida belgil-
angan. Bu rivojlanayotgan mamlakatlar banklarida korporativ boshqaruv sifatining oshishi garz va aksiyadorlik kapitali
giymatini kamaytirishini ko‘rsatuvchi xalgaro tajriba bilan asoslangan. Mazkur maqola postsovet o'tish igtisodiyotlarida
ESG boshqaruvi bo‘yicha mavjud empirik adabiyotlarni boyitadi hamda O‘zbekiston bank amaliyotchilari va regulyatorlari
uchun amaliy tavsiyalar beradi.

Kalit so‘zlar: ESG boshgaruvi, tijorat banklari, O‘zbekiston, yashil bankchilik, bargaror rivojlanish, kapital giymati, o‘tish
igtisodiyotlari, korporativ boshqaruv sifati.

AHHOTaumA: B gaHHON cTaTbe paccmaTpuBaloTCcs nNpakTuky ynpasnenus Environmental, Social, and Governance (ESG)
B CEKTOpe KOMMepYecknx GaHKoB Y3bekncraHa — CTpaHbl C MepexoaHON 3KOHOMUKOMW, Haxoasdlencs Ha paHHeM, HO
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yCKopsALweMca atane nHterpaunn npuHUUNnoB yCTOIﬁLWIBOFO passutus. VMiccnegoBaHme OCHOBaHO HA MHOFOMETOL4HOM
noaxone, BKoYawweM nonyCTPpyKTypupoBaHHble UHTEPBbIO C 0©aHKOBCKMMW crneumnanuctaMy, CUCTEMHBIN aHanus
rofoBbIX OTYETOB 6AHKOB U HOPMaTMBHO-NPaBOBbIX AOKYMEHTOB, a TakxXe CpaBHUTESbHbIN 063op SAMMNUPUYECKNX AaHHbIX
no GaHKOBCKMM cUCTEMaM cTpaH bnwxkHero Boctoka u Me>|<,u,yHapop,H0|71 npaktuke. B pa60Te onpenenarTca Kro4YeBble
dakTopbl, BNusowmMe Ha BHegpeHne ESG-noaxonoB, a Takke MNPOBOAUTCHA COMOCTaBEHME MoOKa3aTenen 6aHkoB
Y36ekncraHa ¢ pernoHarnibHbiIM1 U MUPOBbIMU aHarioramu.

PesynbTathl nccrneaoBaHusa MoKasbiBalOT, YTO GaHKOBCKUA CekTop Y3bekuctaHa AEeMOHCTPUPYET COBOKYMHbIN ESG-
PEVTUHT Ha ypoBHe npumMepHo 14—19 6annoB 13 100, Y4TO 3HaYMTENBHO HXXE CPEAHErO NokasaTerns no cTpaHam brivkHero
Boctoka (44,3) n rmobanbHoro cpepHero 3HaveHus LSEG (52). Hanbonee cyuiectBeHHble paspbiBbl HabmogakTcs
Nno HanpaBeHVSM KOPMOPaTUBHOIO YNPaBfiEHUS M 3KOJOrMYECKON YCTOMYMBOCTU. BbISBNEHO LIECTb KIHYeBbIX rpymnn
akTopoB, onpefenswwmnx Tpaektopuio passutus ESG-ynpaBneHus: HOPMaTUBHO-UHCTUTYLMOHaNbHasa cpeaa,
KOpropaTuMBHOE yrpaBrieHWe Ha ypoBHe GaHKOB, MEeXAyHapOoO4HOe COTPYAHUYECTBO, MHCTUTYLIMOHAmNbHbIA NoTeHuman,
MaKpPO3KOHOMMYECKUA KOHTEKCT M PbIHOYHOE [aBMEHWe CO CTOPOHbl MHBECTOPOB. Hanbonee 3Ha4vMMbIM BHELLUHUM
OrpaHMYeEHNEM MNpU3HaHa PpErynsaTopHas cpefa, XapakTepusylllascsd paclMpsoWMMUCH, HO Heobs3aTernbHbIMU
NONMUTUYECKUMW PaMKaMU 1 OTCYTCTBMEM HaLmoHanbHon ESG-TakcoHomMun, oxBaTbiBatoLLEN BECb HAHKOBCKMI CEKTOP.

B cratbe paspabotaHa noaTanHas, OCHOBAHHAs Ha SMMUPUYECKUX [OaHHbIX MporpaMma pedopM, B KOTOPOM
dopmanunsaumsa MexaHM3MOB KOPMOPAaTMBHONO YNpaBieHWs1 pacCMaTpuBaEeTCHA Kak NMpUOpuUTETHas OTMnpaBHasi Toyka
ana ESG-uHBectMumn. 310 06OCHOBAHO MeXAyHAPOAHbIM OMbITOM, MOKa3biBALWMUM, YTO MOBLILEHNE KavecTBa
KOpPNOpaTMBHOIO YMNpaBreHMsi CroCOOCTBYET CHUXKEHMIO CTOMMOCTM [OOMITOBOrO U aKUMOHEPHOro kanutana 6aHKoB
Ha pasBuBaOLIMXCA pbiHKax. CTaTbs BHOCUT BKNaA B OrPaHUYEHHY SMMUPUYECKYI0 nuTepaTtypy no Bonpocam ESG-
yrnpaBreHust B MOCTCOBETCKMX CTpaHax C MEepexo4HON 3KOHOMWKOW WM npeanaraeT npakTU4eckue pekoMeHgauuu ans
B©aHKOBCKMX CMeLManncToB 1 perynaTopoB Y3bekucraHa.

KnioueBble crnoBa: ESG-ynpaeneHne, komMmepyeckue 6aHku, Y30ekucTaH, 3eneHbli 6aHKWHI, YCTOMYMBOE pasBuUTUE,
CTOMMOCTb KanuTara, NepexofHble 3KOHOMUKM, Ka4eCTBO KOPMOPATUBHOTO YNpaBieHus.

INTRODUCTION

The integration of Environmental, Social, and Governance (ESG) considerations into banking strategy and
risk management has emerged as one of the defining governance challenges of the contemporary financial
sector. From its origins in the United Nations’ 2005 ‘Who Cares Wins' initiative, the ESG framework has evolved
from a voluntary disclosure concept into a multi-pillar regulatory and strategic imperative that shapes lending
decisions, capital allocation, investor relations, and supervisory expectations across jurisdictions worldwide
(Berg, Koélbel & Rigobon, 2022; ISSB, 2024).

For commercial banks in emerging and transition economies, this global shift presents both an urgent
challenge and a strategic opportunity. The challenge lies in bridging the institutional, regulatory, and capacity
gaps that separate emerging market banking systems from the advanced jurisdictions in which ESG
frameworks have been most comprehensively developed. The opportunity resides in the growing body of
empirical evidence suggesting that targeted ESG investments — particularly in governance quality — generate
measurable reductions in the cost of capital, even in markets where ESG is not yet systematically priced by
investors (Abdullaeva, Mirzaakbarova & Isakov, 2024).

Uzbekistan occupies a particularly instructive position within this landscape. As a post-Soviet transition
economy sustaining GDP growth rates above 5% since 2021, Uzbekistan has enacted a series of high-
level policy commitments to sustainable development — including Presidential Decree No. PF-60 (2022)
and the Central Bank of Uzbekistan’s (CBU) Green Banking Development Strategy (2024) — that signal an
unambiguous governmental orientation toward ESG alignment in the financial sector. At the same time, the
operational development of ESG management in Uzbek commercial banks reflects an evolving institutional
environment, gradual expansion of ESG integration practices, and growing capacity-building efforts that are
increasingly attracting attention in the academic literature.

This article addresses this gap directly. Its objectives are threefold: first, to identify and analyzes the
principal factors shaping ESG management in Uzbekistan’s commercial banking sector; second, to benchmark
Uzbek bank ESG performance against regional and global comparators using the evidence from related
empirical studies; and third, to develop a sequenced, evidence-based reform agenda grounded in the empirical
literature on ESG in Middle Eastern and international banking systems. The article thereby contributes to the
emerging scholarly literature on ESG governance in transition economies while offering actionable guidance
for banking practitioners and policymakers in Uzbekistan and comparable emerging market contexts.
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REVIEW OF LITERATURE ON THE SUBJECT

Three theoretical frameworks provide the principal conceptual architecture for ESG management in
financial institutions. Stakeholder Theory, as articulated by Freeman (1984) and refined by Donaldson and
Preston (1995), posits that sustained organizational success requires balancing the interests of all stakeholders
— not solely shareholders. For banks, this extends to clients, regulators, employees, local communities, and
environmental systems; research confirms that stakeholder-aligned ESG management generates enhanced
brand reputation, customer loyalty, and reduced reputational risk (Eccles, loannou & Serafeim, 2014).

Legitimacy Theory (Suchman, 1995) frames ESG adoption as an institutional response to evolving
societal norms and expectations — a mechanism for securing and sustaining public trust. Its principal caution
is the risk of ‘greenwashing’: where disclosures are symbolic rather than substantive, long-term legitimacy is
eroded rather than enhanced. The Resource-Based View (Barney, 1991) conceptualizes ESG capabilities as
strategic VRIN assets (Valuable, Rare, Inimitable, Non-substitutable): banks excelling in ESG management
gain competitive advantages through innovation in green financial products, lower risk profiles, and preferential
access to capital — particularly from ESG-mandated institutional investors.

The empirical relationship between ESG engagement and bank financial performance is methodologically
well-developed but contextually heterogeneous. Studies conducted on advanced European banking systems
report favorable associations between ESG and financial efficiency, including reductions in the overall cost of
capital (Buallay, 2019; Algeri, Brighi & Venturelli, 2025). These positive effects reflect institutional environments
where ESG disclosure is mandatory, investor ESG literacy is high, and sustainability credentials are rewarded
in capital pricing.

By contrast, the study of 54 banks across 11 Middle Eastern countries by Abdullaeva, Islam, Khattak and
Abduraupov (2025) demonstrates that ESG engagement is associated with reduced bank profitability across
all three ESG pillars. Using OLS and System GMM estimators satisfying AR(2) and Hansen validity tests, the
study finds that composite ESG scores, environmental sub-scores, social sub-scores, and governance sub-
scores all exhibit statistically significant negative associations with return on assets (ROA). On the cost of
capital dimension, ESG is found to increase the cost of equity, while improvements in the governance pillar are
associated with statistically significant reductions in the cost of debt — a finding with direct strategic implications
for early-stage ESG adopters.

The cross-country governance study by Abdullaeva, Mirzaakbarova and Isakov (2024), examining 699
ESG-scored banks from 49 countries using System GMM, establishes that governance quality improvements
are particularly strongly associated with reductions in the cost of equity in emerging market contexts —
precisely where firm-level governance carries greater signaling value in the absence of strong institutional
and legal substitutes. This finding is corroborated by Pasiouras and Samet (2025), who confirm that banks
in environments with higher ethical business behavior scores benefit from significantly lower equity financing
costs.

For emerging markets specifically, Azmi et al. (2021), examining 251 banks across 44 emerging economies,
demonstrate that only low levels of ESG engagement positively influence bank value, with diminishing
and eventually negative returns at higher adoption intensities. This non-linearity has direct implications for
Uzbekistan, suggesting that early, targeted ESG investments are more likely to generate positive financial
returns than broad, compliance-driven adoption.

RESEARCH METHODOLOGY

This study employs a multi-method research design calibrated to the institutional context of Uzbekistan’s
banking sector, where the absence of standardized external ESG ratings for the majority of domestic banks
renders purely quantitative approaches insufficient. The methodology integrates three complementary
approaches.

First, semi-structured expert interviews were conducted with senior practitioners across the Uzbek
banking sector, covering six thematic blocks: ESG governance and board-level oversight; environmental risk
management and green finance practices; social responsibility and financial inclusion; ESG disclosure and
transparency; the ESG-financial performance relationship; and ESG maturity assessment and perceived
barriers to implementation. Interview responses were coded using a predefined scheme comprising binary
indicators (0/1) for the presence or absence of specific policies, ordinal scales (0-3) reflecting integration depth,
and percentage ranges for quantifiable metrics such as green loan portfolio share.

Second, secondary data analysis was conducted on bank annual reports, sustainability disclosures,
bank strategy documents, and regulatory guidance issued by the CBU (2024). This triangulation cross-
verifies interview responses and reduces social desirability bias. Third, the empirical evidence from related
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quantitative studies examining the financial implications of ESG adoption in Middle Eastern and global banking
contexts (Abdullaeva et al., 2025; Abdullaeva et al., 2024) is systematically applied to benchmark Uzbek ESG
performance and derive the financial implications of proposed reforms.

The coding architecture from the interview protocol enables the construction of pillar-level composite
indicators — an Environmental Index, Social Index, and Governance Index — facilitating structured cross-
institution comparison and allowing estimated ESG scores to be benchmarked against the LSEG-derived
scores used in the comparative empirical literature.

ANALYSIS AND RESULTS

The benchmarking of Uzbek commercial bank ESG performance against regional and global comparators
reveals three structurally significant observations, summarized in Table 1 below (Table 1).

Table 1. ESG Pillar Score Comparison: Global, Middle Eastern, and Uzbek Commercial Banks!

Indicator / Bank Group ENV Score (0-100) | SOC Score (0-100) | GOV Score (0-100) Composite
ESG
Global Average (LSEG ~38 ~53 ~58 ~52

universe)
Middle Eastern Banks 33.2 42.6 54.8 44 .3
(Abdullaeva et al., 2025)
Uzbekistan — Leading Banks ~12 ~22 ~24 ~19
(estimated)
Uzbekistan — State-Owned ~8 ~18 ~15 ~14
Banks (estimated)

First, the environmental pillar represents the ESG dimension with the greatest development potential across
all comparator groups. Middle Eastern banks average 33.2 on the 0-100 LSEG scale; Uzbek leading banks
are estimated at approximately 12, reflecting the ongoing formation of green lending portfolios, the gradual
introduction of systematic carbon footprint measurement, and the expanding integration of environmental
risk considerations into credit assessment processes. Second, the governance pillar — while consistently
the strongest ESG dimension in regional peers (Middle East mean: 54.8) — continues to demonstrate
significant opportunities for advancement in Uzbek banks, where the progressive establishment of board-
level ESG structures, the strengthening of management remuneration linkages to ESG performance, and
the further development of transparency mechanisms are expected to support governance scores toward an
estimated 15-24. Third, the overall ESG performance gap between Uzbek banks and Middle Eastern peers —
approximately 25-30 composite score points — indicates substantial potential for institutional ESG development
in Uzbekistan’s banking sector, with regional emerging market experiences providing valuable benchmarks
and practical guidance for future progress.

Six interconnected factor clusters determine ESG management trajectories in Uzbek commercial banks.
Their significance, the ESG pillars most affected, and priority policy responses are presented in Table 2 (Table
2).

Table 2. Principal Factors Shaping ESG Management: Significance and Priority Responses?

Factor Category Significance | ESG Pillars Primary Evidence Priority Response
Most
Affected
Regulatory & Institutional | %% %% Very E, G CBU Green Banking Introducing binding ESG
High Strategy (2024); disclosure standards; develop
Presidential Decree PF-60 national ESG taxonomy
Bank-Level Internal * %k %% High G, S Expert interviews; bank Establish board ESG
Factors sustainability reports committees; integrate ESG
into risk management KPIs
Socio-Cultural & Capacity * % %% High S,G Expert interviews; Invest in ESG professional
qualitative coding training; develop domestic
certification programs

1 Source: Compiled by the author based on Abdullaeva et al. (2025); LSEG Refinitiv (2023); expert interview coding.
2 Source: Compiled by the author based on expert interviews, secondary data analysis, and academic literature.
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International Cooperation * % %% High E, G ADB (2023); EBRD; IFC Deepen IFC/ADB/EBRD
technical assistance; align
with IFC Performance
Standards
Macroeconomic & * %k E,S OECD (2023); World Reform state-owned bank
Developmental Moderate Bank; CBU FSR governance; deepen
domestic capital market
Market & Investor Pressure kK G, E UNDP (2022); ADB (2023) Develop green bond
Moderate market; expand ESG-linked
credit lines; pursue NZBA
membership

Regulatory and institutional factors are rated as the most significant external constraint by expert
respondents, with particular emphasis on the absence of binding ESG disclosure mandates for the majority of
commercial banks and the lack of a comprehensive national ESG taxonomy. The National Green Taxonomy
adopted in October 2023 (Cabinet Resolution No. 561) covers green bonds and loans but does not yet establish
a sector-wide ESG classification applicable to all banking activities — a gap that produces highly heterogeneous
and non-comparable ESG disclosures across institutions. The CBU’s Green Banking Development Strategy
(2024) provides a meaningful roadmap.

Bank-level internal factors — particularly governance quality, board composition, and the presence or
absence of ESG-linked management incentives — are identified as the most decisive internal determinants
of ESG performance. Expert respondents confirm that only a minority of commercial banks have dedicated
ESG governance structures at the board level, and none of the state-owned banks surveyed reported ESG-
linked executive compensation systems. This finding is consistent with the broader empirical literature, which
establishes board-level ESG commitment and incentive alignment as among the strongest predictors of
substantive ESG integration depth (Eccles et al., 2014).

International cooperation — through IFC, ADB, and EBRD credit lines and technical assistance programs
— currently constitutes the primary vehicle through which internationally recognized ESG standards enter the
Uzbek banking sector. Banks maintaining multilateral financing relationships (Uzpromstroybank, Hamkorbank,
Agrobank) demonstrate consistently higher ESG disclosure quality and green lending portfolio development
than institutions operating without such relationships. However, this externally driven adoption pattern carries a
structural risk: ESG practices adopted primarily in response to financing conditions tend to be project-specific
and compliance-oriented, rather than embedded in institutional governance — a pattern documented in the
broader transition economy ESG literature (Peker, Vural-Yavas & Vural, 2023).

Socio-cultural and institutional capacity constraints — including low ESG awareness among senior
management, the absence of domestic ESG education and professional certification programs, and a
systemic shortage of trained ESG specialists — represent the most pronounced human capital barriers. Expert
respondents consistently ranked ESG awareness deficits among the three most significant implementation
barriers, noting that the concept is frequently conflated with philanthropy or regulatory compliance rather than
understood as an integrated dimension of risk management and strategic value creation.

The empirical evidence reviewed establishes a consistent and actionable hierarchy of ESG investment
priorities for Uzbekistan. The governance pillar offers the most accessible and financially rewarding entry
point for ESG reform in contexts comparable to Uzbekistan’s banking sector, on the basis of three convergent
empirical findings.

First, the 2024 cross-country governance study finds that higher governance quality is associated with a
statistically significant reduction in the cost of equity, with the effect strongest in emerging market banks — where
firm-level governance carries greater signaling value in the absence of strong institutional alternatives. Banks
operating in environments with LSEG governance scores above 60 face a mean cost of equity approximately
380 basis points lower than those with scores below 40, in the study’s emerging market subsample. Second,
the Middle East banking study establishes that improvements in the governance pillar are uniquely associated
with reductions in the cost of debt — providing partial financial justification for governance investment even
where equity markets have not yet incorporated ESG signals. Third, the governance pillar involves the lowest
capital expenditure requirement of the three ESG pillars, relying primarily on structural governance changes —
board committee formation, KPI framework revision, and disclosure practice improvement — that are within the
operational capabilities of even resource-constrained domestic banks.

The application of these findings to Uzbekistan is direct. Closing the estimated governance ESG gap
— from approximately 15-24 to a Middle Eastern average of 54.8 — would, on the basis of the cross-country
evidence, generate measurable reductions in debt financing costs for Uzbek banks and progressively improve
equity market credibility as governance improvements are disclosed and independently verified. These capital
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cost reductions provide a compelling financial incentive for governance investment that is independent of, and
complementary to, the regulatory compliance rationale.

Drawing on the factor analysis, benchmarking findings, and empirical evidence reviewed, this article
proposes a sequenced, evidence-based reform agenda organized around the principle that governance
formalization constitutes the highest-priority entry point for ESG investment in Uzbekistan’s banking sector.
Table 3 summarizes six priority actions, their evidence base, implementation horizon, and expected financial
outcomes (Table 3).

Table 3. Sequenced ESG Reform Agenda for Uzbekistan’s Commercial Banking Sector?

# Priority Action Evidence Base Horizon Expected Financial Outcome
1 Establish board ESG committees; Abdullaeva et al. Year 1-2 GOV score 1 — Cost of debt |;
link management KPIs to ESG (2024); Pasiouras & improved lender confidence
targets Samet (2025)
2 | Publish GRI-aligned standalone ESG Abdullaeva et al. Year 1-2 Disclosure quality 1 — reduced
disclosures (2024); Igbal et al. information asymmetry — cost
(2025) of equity |
3 Integrate ESG/environmental Abdullaeva et al. Year 2-3 Asset quality 1; reduced NPL
screening into loan origination (2025); Baek & Kang concentration in high-carbon
procedures (2025) sectors
4 Develop financial inclusion and Nizam et al. (2019); Year 2-3 Social score 1; improved
social lending programs with Sendi et al. (2024) stakeholder trust; possible ROE
quantified KPls gains
5 Expand green loan portfolios via Abdullaeva et al. Year 2—-4 ENV score 1; access to
ADB/IFC/EBRD credit lines (2025); CBU Strategy concessional financing; WACC
(2024) | over time
6 Implement NGFS climate scenario ECB Guide (2020); Year 3-5 Climate risk visibility 1;
analysis and stress testing BCBS (2022) supervisory confidence 7;
capital buffer optimization

The sequencing of this agenda — governance first, social second, environmental third — is grounded in
the empirical evidence reviewed. Years 1-2 should be devoted to governance formalization: establishing
board-level ESG sub-committees, introducing ESG performance metrics in senior management remuneration
frameworks, and publishing GRI-aligned standalone ESG disclosures. These steps require neither large capital
investment nor sophisticated data infrastructure but generate the governance-credibility foundation upon which
more capital-intensive environmental and social investments can subsequently be justified to investors and
supervisors.

Years 2-3 should focus on social program institutionalization and environmental risk integration: developing
financial inclusion lending quotas with quantified KPlIs; adapting Islamic finance community contribution models
to the secular regulatory context (given Uzbekistan’s predominantly Muslim-majority society); and integrating
environmental and social risk screening into loan origination procedures, initially through alignment with the
IFC Performance Standards conditions embedded in existing multilateral credit lines.

Years 3-5 should address the environmental dimension more comprehensively: expanding green loan
portfolios through ADB and IFC green finance facilities; developing internal carbon footprint measurement
capabilities; and implementing NGFS climate scenario analysis to quantify physical and transition risk
exposures. Throughout all phases, deepening technical assistance partnerships with international development
finance institutions — extending their ESG obligations from project-level to institutional-level requirements —
represents the most cost-efficient mechanism for simultaneously elevating ESG standards sector-wide.

At the regulatory level, the CBU should prioritize three actions to create the institutional scaffolding
necessary for this reform agenda: introducing binding non-financial disclosure requirements for all commercial
banks (analogous to the EU’s CSRD obligations, calibrated to Uzbekistan’s institutional context); extending
the National Green Taxonomy to provide a comprehensive ESG classification applicable across all banking
activities; and embedding ESG-linked supervisory expectations into its ongoing prudential review framework —
shifting from the current encouragement-based approach to structured supervisory accountability.

3 Source: Compiled by the author based on Abdullaeva et al. (2025); Abdullaeva, Mirzaakbarova & Isakov (2024); Sendi et al.
(2024); CBU (2024).
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CONCLUSIONS AND SUGGESTIONS

This article has examined ESG management practices in the commercial banking sector of Uzbekistan
through a multi-method research design combining expert interviews, secondary data analysis, and systematic
engagement with the empirical literature on ESG in Middle Eastern and international banking contexts. Three
overarching conclusions emerge.

First, Uzbekistan’s banking sector exhibits a pronounced and multi-dimensional ESG performance deficit
relative to regional and global comparators — an estimated composite ESG score of 14-19 against a Middle
Eastern average of 44.3 and a global average of 52. This deficit is most acute in the environmental and
governance pillars, reflecting the absence of systematic green lending infrastructure and the underdevelopment
of board-level ESG governance structures across the majority of domestic institutions.

Second, the factors shaping this deficit are multi-layered and interacting. The regulatory environment —
characterized by expanding but non-binding policy frameworks and the absence of a comprehensive national
ESG taxonomy — constitutes the most significant external constraint, while bank-level governance deficiencies
and institutional capacity limitations represent the most decisive internal barriers. International development
partnerships, while currently the primary vehicle for ESG standard introduction, carry the risk of producing
compliance-oriented rather than strategically embedded practices if not reinforced by domestic regulatory
mandates.

Third, the empirical evidence reviewed establishes a clear and financially justified sequencing for ESG
reform in Uzbekistan: governance improvements first (generating near-term reductions in debt financing
costs and gradually improving equity market credibility), social program institutionalization second, and
comprehensive environmental integration third. This sequence is grounded in consistent cross-country
evidence that governance quality improvements carry the most direct and proximate financial benefits in
emerging market banking contexts — a finding that provides a compelling investment rationale for bank boards
and regulators alike.

The article contributes to the sparse empirical literature on ESG governance in post-Soviet transition
economies and provides a methodological template — combining semi-structured expert interviews with
secondary disclosure analysis and comparative empirical benchmarking — that may be usefully adapted for
ESG research in comparable emerging market banking systems. Future research should track the financial
performance implications of ESG investments in Uzbek banks as standardized external ESG data become
available, enabling the application of the econometric frameworks established in the referenced comparative
studies to the domestic banking sector directly.
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