
Ukrainian Policymaker, Volume 9, 202178

Problems of Countering Corruption in Banking  
and Finance Sectors of Uzbekistan:  

Legal Analysis

Nilufar Nodirkhonova1 

Head of a Department, Development Strategy Center (Tashkent, Uzbekistan)
E-mail: nilufar_israilova@yahoo.com
https://orcid.org/0000-0001-7494-6120

Nodirkhonova, Nilufar (2021) Problems of Countering Corruption in Banking and Finance 
Sectors of Uzbekistan: Legal Analysis. Ukrainian Policymaker, Volume 9, 78-85. https://doi.
org/10.29202/up/9/7

This work examines various problems of countering corruption in Uzbekistan’s banking and finance 
sectors and analyses the legal aspects of their solution. The author’s comprehensive study allows the 
formulation of relevant conclusions for further improving the work on tackling corruption in Uzbekistan’s 
banking and finance sectors.

Keywords: corruption, transparency, Central Bank, implementation of international standards, 
UNCAC, OECD, compliance control

Received: 9 September 2021 / Accepted: 10 October 2021 / Published: 1 December 2021

Introduction

The relevance of combating corruption in the banking and finance sector is determined 
by the requirements of the time. According to sociological studies, banks are among the most 
corrupt structures in Uzbekistan. This is stated in a survey conducted by the Center for the 
Study of Public Opinion “Ijtimoiy Fikr”. According to sociologists, 21.4% of respondents 
reported corruption, bribery, and extortion in the banking sector (Corruption, 2018).

Methodology. The methodological basis of the research is formed by general scientific 
and unique methods of knowledge of the subject: system analysis; structural, legal, dialectical, 
historical approaches; the process of logical deduction and induction; and the practice of 
comparative jurisprudence.
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Results of the analysis

1. Institutional problems
According to the Decree of the President of the Republic of Uzbekistan, “On additional 

measures to increase the availability of banking services” dated March 23, 2018, at the present 
stage, there are several problems and shortcomings in terms of observing the rights and 
legitimate interests of consumers of banking services and expanding financial accessibility, 
especially in the regions, as well as further improving the culture of service and trust in the 
banking system. In particular (Resolution, 2018):

1. The excessive centralization of powers in decision-making on the issuance of 
loans prevents a clear delineation of responsibility between parent banks and their 
branches.

2. Complicated mechanisms for considering loan applications limit the possibility of 
promptly obtaining loans.

3. The lack of the possibility of issuing microloans by commercial banks does not 
ensure an increase in the level of availability of microloans, and high-interest 
rates on the services of microcredit organizations and pawnshops often lead to a 
deterioration in the financial condition of consumers.

4. The low level of development of the retail banking market and the lack of modern 
approaches to building partnerships with clients create the basis for excessive 
bureaucracy and red tape.

5. The absence of a state processing organization for non-cash payments based on bank 
cards affects the level of security, uninterrupted and reliable functioning of retail 
payment systems and prevents the promotion of modern technological solutions in 
the implementation of innovative projects available to the general public.

6. Charging a commission for the consideration and issuance of loans (microloans), as 
well as other payments, leads to an increase in the actual cost of borrowing.

7. The inclusion in contracts of conditions providing for a unilateral right to change 
tariffs for services, interest on loans issued and attracted deposits, as well as the 
provision of one service with the imposition of an additional purchase, violate the 
rights of consumers of banking services.

8. The presence of restrictions on the withdrawal of foreign currency from payment 
bank cards and insufficient ATMs do not provide the proper level of service in 
foreign exchange transactions.

2. State policy and efforts on tackling corruption in banking and finance sectors
Uzbekistan takes an active part in international efforts to combat corruption, including 

banking and financial spheres. At the same time, one of the most critical priorities of state 
policy in this area is:

a) the formation of an effective national legal regulation system that meets international 
standards in the field of timely detection, suppression of corruption offenses, 
elimination of their consequences, causes, and conditions that contribute to them in 
the banking and financial sector;

b) harmonization of national and international law in the field of monetary, financial, 
credit, banking relations;
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c) participation in international mechanisms, deepening bilateral, multilateral ties in 
the fight against corruption in the financial and banking spheres.

In 2008, Uzbekistan joined the United Nations Convention against Corruption (New York, 
October 31, 2003). So, according to this document, ratified by the Republic of Uzbekistan on 
August 28, 2008, the country undertakes to take the following anti-corruption measures in the 
financial sector:

a) promoting the adoption and strengthening of measures aimed at preventing and 
combating corruption more effectively and efficiently;

b) encouraging, facilitating, and supporting international cooperation and technical 
assistance in preventing and combating corruption, including the adoption of asset 
recovery measures;

c) promotion of honesty and integrity, responsibility, and the proper management of 
public affairs and public property.

Also, country:
a) establishes a comprehensive internal regulatory and supervisory regime for banks 

and non-bank financial institutions, including individuals or legal entities that 
provide formal or informal services in connection with the transfer of funds or values, 
as well as, where appropriate, other bodies that are especially vulnerable from the 
point of view of money laundering, within the limits of their competence, to prevent 
and identify all forms of money laundering. Such a regime is based primarily on the 
requirements for determining the identity of the customer and, where appropriate, 
the beneficial owner, reporting and reporting suspicious transactions;

b) ensures that the administrative, regulatory, law enforcement and other bodies 
fighting money laundering (including, when it is consistent with domestic law 
and the judiciary) can cooperate and exchange information at the national and 
international levels on the terms established by its domestic law, and for this 
purpose is considering the establishment of a financial intelligence unit that will act 
as a national center for the collection, analysis, and dissemination of information 
regarding possible cases of money laundering (United Nations Convention, 2003).

In 2010, Uzbekistan joined the Istanbul Action Plan of the Anti-Corruption Network of 
the Organization for Economic Cooperation and Development. In addition, Uzbekistan is a 
participant or observer in international organizations engaged in combating corruption and 
money laundering, such as the Eurasian Group for Combating Money Laundering and the 
Financing of Terrorism (EAG), etc.

Since 2004, the Law of the Republic of Uzbekistan “On Counteracting the Legalization 
of Proceeds from Crime and the Financing of Terrorism” dated August 26, 2004, No. 660-II 
has been in effect. Within the framework of this law, collective work of government bodies, 
financial organizations, non-financial institutions, and representatives of the private sector is 
carried out, aimed at combating corruption in the financial industry and financial support for 
terrorist activities (Law, 2004).

In pursuance of the country’s international obligations and to unify the legal policy in 
the anti-corruption sphere, in January 2017, the Law of the Republic of Uzbekistan, “On 
Combating Corruption,” came into force (Law, 2017).
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The main goal of the development of the law is the comprehensive regulation of legal 
relations to prevent and combat corruption. The main directions are to increase the effectiveness 
of anti-corruption measures of state bodies, organizations, and civil society institutions, to 
prevent corruption in all spheres of public life, to create an atmosphere of intolerance in 
society towards all manifestations of crime by increasing the legal awareness and legal culture 
of citizens.

The law enshrines the basic principles and directions of state policy on combating 
corruption, provides a system of authorized bodies, defines mechanisms, and discloses 
citizens’ participation in citizens’ self-government bodies, civil society institutions, the media, 
and citizens’ international cooperation in this area.

During this period, several legislative acts were adopted, including the Laws “On 
Administrative Procedures,” “On Public Control,” “On Public Procurements,” “On 
Dissemination of Legal Information and Ensuring Access to It,” and “On the Protection of 
Victims, Witnesses and Other Participants in Criminal process.”

Legislative procedures have been improved by introducing intelligent regulatory tools 
and increased protection of legislation against corruption. The anti-corruption expertise of 
regulatory legal acts and their drafts is conducted within the general legal knowledge of 
regulatory acts carried out by the justice authorities. The regulation on the procedure for 
conducting anti-corruption expertise of regulatory legal acts and their drafts has been approved 
(Order, 2021). The public will be widely involved in the anti-corruption expertise of draft acts. 
In this respect, citizens may express their opinion and position on draft legislative acts on the 
regulation.gov.uz portal. Anti-corruption expertise of existing regulatory legal acts will be 
carried out within an established legal monitoring system.

In 2020, the Presidential Decree “On additional measures to improve the anti-corruption 
system in the Republic of Uzbekistan” was adopted (President’s Decree, 2020). This decree 
established a new anti-corruption body – the Anti-Corruption Agency of the Republic of 
Uzbekistan (hereinafter referred to as the Agency) by Articles 6 and 36 of the United Nations 
Convention against Corruption (UNCAC). By this decree, the Republican Interdepartmental 
Anti-Corruption Commission was transformed into the National Anti-Corruption Council 
(hereinafter – the National Council), headed by the Chairperson of the Senate of the Oliy 
Majlis of the Republic of Uzbekistan. As a result, the National Council received a higher 
status compared to the Republican Interdepartmental Anti-Corruption Commission, and the 
functions of the working body of the National Council are entrusted to the Agency. 

The new anti-corruption initiative proposed by the President in 2020 – “The Integrity 
Vaccine” provides for the introduction of anti-corruption compliance control systems in the 
public sector. With the support of UNDP, in five ministries, four khokimiyats (municipalities), 
two agencies, and two joint-stock companies with state participation, anti-corruption control 
mechanisms are being implemented to monitor compliance with requirements based on the 
relevant standards of the International Organization for Standardization (ISO), the OECD 
integrity principles and appropriate preventive measures against corruption are being 
introduced. 

In 2020, the implementation of these systems in the Ministry of Justice, the Agency for 
Public Services, the Intellectual Property Agency was completed, and they received the 
certificate of the international standard ISO 37001: 2016 “Anti-Bribery Management System.” 
The adoption of relevant regulatory legal acts related to reducing the shadow economy and 
increasing the efficiency of tax authorities, simplifying licensing and permitting procedures 
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contributed to the institutionalization of anti-corruption mechanisms for greater transparency 
and accountability.

In 2019, the Ministry of Finance, together with the Ministry for the Development of 
Information Technologies and Communications of the Republic of Uzbekistan, launched an 
information portal “Open Budget” (https://openbudget.uz/), which provides for public control 
over the targeting of budget expenditures by placing on it projects of the State budget and 
other important documents related to public finances, measures proposed for financing from 
additional sources of budgets of districts (cities) to form public opinion. The portal provides 
citizens in an accessible and understandable form with information about public finances, 
sources of formation, and directions of spending the State budget funds for each year.

In this respect, ensuring the openness of the budgetary process and responsibility for 
its violation has been established. Amendments and additions were made to the Code of 
Administrative Responsibility, and liability was set for violation of the procedure for ensuring 
the openness of the budget process. Distributors of budgetary funds, state trust funds, the Fund 
for Reconstruction and Development must post information on the distribution of budgetary 
funds in the context of the relevant fiscal organizations on their websites every quarter, as 
well as periodic financial statements; implementation of projects carried out at the expense of 
capital investments. 

To participate in electronic auctions for public procurement, a particular information portal 
on public procurement (www.xarid.uz) has been created and is functioning. Furthermore, on a 
special information portal on public procurement, a special trading system www.milliydokon.
uzex.uz and www.emilliydokon.uzex.uz have been launched, allowing public procurement in 
the context of regions with the participation of local entrepreneurs.

The World Bank (WB) regularly conducts a Public Financial Management Performance 
Assessment (PEFA). The second assessment of Uzbekistan was carried out in September-
October 2018 with consultants from the WB and the European Union. Achievements were 
highlighted, including budget credibility/realism (actual results reflect planned results), 
availability of most essential and supporting information (7 out of 12 items), and effective debt 
management and budget preparation process. The government is currently taking measures 
to improve further fiscal transparency and public finance management compliance with 
international standards. 

Mass media, social networks are gradually becoming a key element of an effective anti-
corruption and public oversight system. Several TV channels and web resources, social 
networks have become the most popular among the population due to anti-corruption content. 
Publications about corruption at the national and local levels influenced the activities of state 
bodies. As a result, they formed a tendency for an immediate response from the authorities.

Various international ratings also emphasize the importance for Uzbekistan of strengthening 
the fight against corruption. Improving the position of Uzbekistan in global priority ratings is 
of great importance in ensuring the well-being of the population, which determines the extent 
of adjusting the activities of state bodies based on the requirements and criteria for evaluating 
these indices.

In several ministries and departments of Uzbekistan, specialized structural units for 
combating corruption have been created. In addition, communication has been established 
with such rating organizations as the World Bank, the World Economic Forum, international 
rating agencies, and others. Work is underway based on action plans to improve further the 
position of the Republic of Uzbekistan in the global priority ratings and anti-corruption indices. 
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3. International recognition 
Uzbekistan shows small but steady improvements in international rankings and anti-

corruption indices such as the World Bank Governance Indicators, the World Justice Project 
Rule of Law Index, and Transparency International’s Corruption Perceptions Index.  

Thus, according to the Corruption Perception Index of organization Transparency 
International, Uzbekistan, starting in 2010, improved its position each year. In 2020, Uzbekistan 
took 146th place out of 180, gaining 26 points, while in 2010, it occupied 172nd place with 16 
points.

According to the Global Corruption Barometer of Transparency International for 2016, 
only 18% of respondents in Uzbekistan have reported that they had paid bribes. Only 23% of 
respondents have included corruption among the three most severe problems in the country. 
According to the polls of the respondents, the most corrupt were the traffic police (17% of the 
respondents admitted that they gave them bribes) and the workers of education and medicine 
(16% of the respondents) industries. Answering what prevents the respondents from reporting 
corruption, 39% responded that they did not know the answer to this question. The second 
most common answer, with 17%, sounded like: “for fear of negative consequences.”

The Enterprise Survey of World Bank (2018) assessed a situation where firms were asked 
to pay bribes in six different transactions, including paying taxes, obtaining permits or licenses, 
and connecting to utilities. According to the results of this study, the situation in Uzbekistan is 
more favorable than the average in the world and in the region of Europe and Central Asia. For 
example, in Uzbekistan, only 6% of all surveyed firms stated that they faced a demand to pay 
a bribe in their practice. In the world, this figure is 17%, in Europe and Central Asia – 11%.

Uzbekistan ranked 108th out of 178 in the 2021 Index of Economic Freedom, getting up 
six positions. The Heritage Foundation annually compiles the ranking in conjunction with The 
Wall Street Journal. The level of economic freedom in Uzbekistan was 58.3 points out of 100.

Discussion and Conclusion

Despite several measures taken to prevent corruption in recent years, including reducing 
licensing and permits in the business sector and a radical simplification of the lending system, 
the banking system remains one of the most corrupt.

The main factors causing corruption in banks include – individual determination of interest 
rates on loans to each client; different assessment of collateral; concessional lending and its 
limitations; provision of loans to newly formed and previously unpaid business entities at 
the discretion of the bank’s management; the composition of the Lending Committee, which 
includes only employees of the bank’s branch; as well as a drastic reduction in reviews of bank 
lending policies.

In particular, banks provide loans at 20-24% per annum to business entities. At the same 
time, within the framework of the state programs “Every family is an entrepreneur,” “Youth 
is our future,” 7% preferential loans are allocated. This gives rise to the basis for corruption 
crimes among bank employees.

Also, according to the Decree of the President of the Republic of Uzbekistan, “On measures 
to radically improve the activities of the Central Bank of the Republic of Uzbekistan” dated 
January 9, 2018, today, in practice, not all the potential of monetary policy and banking 
regulation, the underdevelopment of transmission mechanisms that ensure proper operation 
and efficiency of monetary – credit instruments, complicates the achievement of the set goals.
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The imperfection of the existing mechanisms of influence of the Central Bank of the 
Republic of Uzbekistan on the quality of management and risk management of commercial 
banks, the continuing practice of administrative interference in banking activities, especially 
the method of creating various industrial enterprises by commercial banks, which is unusual 
for the nature of banking activities, as well as burdening banking institutions with non-core 
functions, make it difficult banking supervision.

An example of ineffective use of the potential of domestic banks is their weak participation 
in financing projects under the program of industrial and innovative development. The study 
shows banks themselves are reluctant to finance these projects since officials make significant 
investment decisions. The issues of competitiveness and quick return on investment are not a 
priority (Umaraliyev, 2017).

Even though in the Decree of the President of Uzbekistan dated January 9, 2018, “On 
measures to radically improve the activities of the Central Bank of the Republic of Uzbekistan,” 
the Central Bank was instructed by September 1, 2018, to develop a law of the Republic of 
Uzbekistan “On the Central Bank of the Republic of Uzbekistan” in the new edition, based 
on a deep study of advanced foreign experience, generally recognized norms and standards, 
expert opinions of specialized international financial institutions, this order was not fully 
implemented. The law still has some shortcomings.

Like the previous law on the Central Bank, its new version reads: “The legal status, tasks, 
functions, powers, principles of organization and activities of the Central Bank are determined 
by the Constitution of the Republic of Uzbekistan...”. However, the Constitution of the 
Republic of Uzbekistan mentions the Central Bank in only three articles. Art. 80 establishes 
the exclusive competence of the Senate of the Oliy Majlis of the Republic of Uzbekistan 
“to appoint and dismiss the Chairman of the Board of the Central Bank of the Republic of 
Uzbekistan”; Art. 93 (point 13) established the authority of the President of Uzbekistan “to 
propose a candidacy for the position of Chairman of Board of Central Bank to the Senate,” 
and, finally, in Art. 124, it is stated that “the banking system of the Republic of Uzbekistan is 
headed by the Central Bank of the Republic of Uzbekistan.”

Since the Republic of Uzbekistan Constitution has an independent Chapter XXV, “Finance 
and Credit,” it would be advisable to clearly define in it (Art. 124) the main tasks and functions 
of the Central Bank. This would significantly strengthen the constitutional status of the Central 
Bank, which performs one of the essential functions of state regulation in the field of ensuring 
the stability of the national currency, the formation and implementation of monetary policy 
and policy in the area of currency regulation, and the organization of banking activities. In 
addition, this would help improve the Central Bank’s efficiency in pursuing anti-corruption 
policies in the banking and financial sector.

In general, it can be stated that ensuring the unconditional implementation in the country’s 
banking system of the requirements of the Law of the Republic of Uzbekistan “On Combating 
Corruption,” as well as the tasks set out in the State Program on Combating corruption for 2017-
2018, approved by the decree of the President of the Republic of Uzbekistan dated February 
2, 2017 PD-2752 “On measures to implement the provisions of the Law of the Republic of 
Uzbekistan on Combating Corruption” is still an urgent task. At the same time, the ratings 
still place Uzbekistan among the countries most vulnerable to corruption, which indicates that 
Uzbekistan still has a long way to go in the fight against corruption.
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