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INTRODUCTION 

This final project report summarizes the activities and accomplishments of the Deloitte & Toucheproject team resident in Uzbekistan from July 7, 1994 until February 7, 1995, and is intended tosatisfy reporting requirement 5c in the project work plan. The first section of the report containsbrief descriptions of the individual accomplishments of the project team, related to the deliverables as required by the work plan. The second section contains an appraisal of the performance along
with specific lessons to be drawn from the experience. 

CORE ACTIVITIES AND ACCOMPLISHMENTS 

Truck Auctions. The first open auction devoted to the sale of state-owned trucks in
Uzbekistan took place in Tashkent city in December. The project team helped secure theprovision of trucks for auction by various branches of the Uzbek State Corporation
Automobile Transport (UzAvtoTrans), 

for 
and worked with the State Property Committee (GKI)

and the Republican Real Estate Exchange to organize auction itselfthe The resultingframework can and will be applied nationally. A second successful auction was subsequently
held in Tashkent region, and others are planned for Samarkand and other regions. 

Although the first auction required a significant investment in consulting effort, it ended in success despite a failed first session plagued by high starting prices. The initial failure,however, led to the achievement of an important precedent, as the consultants were able toconvince the GKI to initiate a fundamental change in reserve and start pricing. This changewill affect chances for privatization throughout the whole sector positively, by increasing
public interest in truck auctions and allowing market forces a greater role in pricedetermination. The continued help toteam to and educate the Republican Real Estate 
Exchange until the end of the project. 

Because there is a shortage of essential trucking consumables in all state-owned autobases,and because the national truck fleet and labor force is twice as large as necessary, there is adawning realization amongst operators that the sale of surplus vehicles will bring cash for spares, tires and for some new vehicles. This realization is already opening the doors
replication, or "roll-out" 

to 
of the auction process we initiated in Tashkent, as UzAvtoTrans hasbegun ".o initiate new truck auctions in conjunction with the Real Estate Exchange in other 

areas of the country. 

One must exercise caution when projecting the long-ranging effect of this truck auction
framework, however. Selection of trucks for auction remains a divisive political issue. There
is dissatisfaction in many regions at the sharing of auction proceeds between autobases, the 



GKI and Regional Governments. Individual havebases little control over proceeds theyreceive, and neithtr the bases nor the regional governments see justification for large chunksof revenue being funnelled to the central GKI, which actually plays a very peripheral role inthe auction process. Furthermore, there is a tendency to continue the display of trucks "onthe books" long after they have been dismantled for spares. In reality these factors reduce the
number of trucks available for auction. 

A written deliverable on our pilot truck auctions was submitted to USAID, entitled "TruckAuction Developments and Policy Initiatives" in which the essence of the above lessons was 
communicated. 

Valuation aid Share Sale Methodology. At the request of the GKI, the project teamdeveloped a method for revaluing the assets of joint-stock companies, in particular as regardsvehicles, which constitute over 75% of asset-value. Our technical transport specialists devisedcharts assigning broad-based values, based on age and average physical condition, to everymajor model of truck and trailer employed by Uzbek autobases. The valuation exercisebecame the basis for our proposed method of the staged sale via the stock exchange of allGKI's current 51% holding in trucking joint-stock companies. The GKI seemed ready tointroduce the methodology as the project closed, applying it to over 80 trucking bases whichhave already registered their share prospectus with the Ministry of Finance. 

A written deliverable on our share sale pilot project and guidelines for national extension wassubmitted to USAID in both English and Russian, entitled, "Recommended Method for Assetand Share Valuation to Enable the Public Sale of Joint-Stock Company Shares in Uzbekistan." 

Local Staff Training. The project team has hired and trained a staff of 5 local consultants,including generalists, accounting specialists, and technical transport specialists. It isunfortunate that there was no way in which the team could be kept together after the close of 
the project. 

Policy Initiatives. The opportunity to pursue policy initiatives increased as the projectcontinued, despite Uzbek resistance to outside expertise and advice. The project team met
with high-ranking officials in relevant government c:ganizations, including the GKI, the State
Corporation for Automobile Transport (the former Ministry of Transport) and its regionaltransport associations, Regional Governments (Khokimiyats), the Republican Real EstateExchange, the State Share Depository, and the former Ministry of Trade. These meetingsregularly included a presentation and discussion of the team's proposed policy initiatives in thetrucking and wholesaling sectors, based on four tenets: private ownership, competition, useof real money (as opposed to intragovernmental credit), and improved service provision.Furthermore, the team undertook detailed study of the legal framework surroundingprivatization in Uzbekistan, and succeeded in achieving a change in policy in the ofcase 
auction procedures. 

It took half of the project to develop andthe necessary knowledge of local conditionspersonalities to permit the team to exploit inconsistencies in the practices of the government.The introduction ofjoint-stock companies in a defensive move as a barrier against real private 
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ownership and as a means of preserving the center was bound to be flawed. By persistentprodding and an insistence on professional and technical issues, the project, at its conclusion,could look with some confidence at the first piece of genuine privatization in U7bekistan, withthe valuation and sale of autobase shares. Broad-based privatization may still occur if theUzbek Government has really decided that the domestic trucking sector's state apparatus isnot worth saving. Certainly this initiative is worth passing to the World Bank or other agencyconcerned with taking up USAID's role in mass privatization. There should be considerableinterest on the part of international donors in the fact that the valuation and share sale 
initiative seemed to originate with GKI. 

A written deliverable describing our policy initiatives and their presentation was presented to
USAID, entitled "Policy Initiatives in the Trucking Sector in Uzbekistan." 

Wholesaling. Although the team was denied meaningful access to Uzbeksavdo (the formerMinistry of Trade), it continued to push for information and discussion at all levels.Eventually the Cabinet's privatization head disclosed that the Uzbek Government wasdissatisfied with privatization methods and effects in wholesaling and was ordering it"redone." It was discovered that a minimum size of enterprise was stipulated for JSCformation (a capital value of 500,000 Uzbek Sum or more). This meant that wholesale basesand whole chains of shops were "privatized" en bloc and nothing changed in operational oradministrative control. The door is still open here for major mass privatization. 

* Technical Analysis. In order to understand the nature, size and significance of trucking, andto provide hard data, the team carried out an Origin and Destination Survey of freight andtruck movements. This was done using mainly locally-trained consultants who just did one orseveral survey segments. The survey achieved wide sampling in all but two regions ofUzbekistan. It is very good raw data for economists, consultants and businessman.Additionally, a number of professional studies were undertaken which analyzed the truckingsector and the framework for privatization in the sector. These became the basis for our
broad policy initiatives and our pilot projects. 

Several written deliverables reflecting our technical research and analysis were submitted toUSAID, including: "Financial and Operational Overview of the Trucking Sector inUzbekistan," "Approximate Costs and Revenues for Private Truck Base ina Uzbekistan,""Legal Implications, Obstacles, Measuresand Affectina the Privatization of Joint-StockCompanies in the Trucking Industry in Uzbekistan," "Origin and Destination Survey of GoodsTransported in Uzbekistan," and "Understanding the Uzbek Joint-Stock Company:
Derivation of the Ustavny Fund." 

ASSESSMENT AND LESSONS LEARNED 

The results described above generally correspond with the objectives and deliverables as stated inthe original work plan. However, this project was hampered from the beginning by the lack ofprior knowledge and/or agreement to the terms of reference by the GKI. When the team arrived on the ground, we found that the work plan had not been agreed to by the current GKI leadership,and that our designated liaison was on vacation, apparently unaware of our arrival or proposed 
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activities. In the months that followed, this lack of consensus, combined with significantresistance to job-threatening privatization at nearly all levels of the Uzbek Government, forced theteam to seek compromises that would be acceptable to the Government and yet still achieve thebasic goals of demonopolization and ownership transfer set out by USAID. This explains whythere have been deviations from the exact letter of the work plan.
package of seven Even though our original
pilot project proposals was virtually ignored by the GKI, we were able toreplace them with the truck auctions and share valuation projects described above, both of whichwere designed to be rolled-out nationally along with all necessary accompanying documentation, 
as stated in the work plan. 

The basic goais of USAID in Uzbekistan in any case may require revision in the light of the outputwhich this project provides. It is possible that new ways of providing and orienting technicalassistance in Uzbekistan may now be found based on an agreed professional platform. Onenegative conclusion is beyond challenge -- The Uzbek Government will not accept the directreorientation of its economy or of any component industry in imitation of any othercountry's experience. singleFor example, the team met strong resistance within the government to theidea of applying the Nizhny Novgorod truck auction model. Furthermore, President Karimov hasrepeatedly stated that Uzbekistan must avoid the problems and displacements caused by fastpaced privatization in other former Soviet republics. 

Herein lies a lesson for both USAID and its contractors when considering the design orimplementation of technical assistance in Uzbekistan, and any other non-Russian republic of theformer USSR. After over three years of independence, the framework for privatization in eachrepublic has matured to the point at which fundamental changes in it will be very difficult toachieve without broad political consensus. Furthermore, each individual republic has followed apath divergent from that of its neighbors in terms of timing and substance. Therefore, programsmust be developed and implemented 
country: 

with a discerning eye to the individual peculiarities of eachits laws, its economic situation, its political climate regarding privatization and economicreform, etc. Of course, many central elements of privatization can and should be retained fromcountry to country, and similarities between the republics in terms of their shared politicaleconomic histories over the last several decades should be exploited. However, taking the time totailor the specifics of each task order will result in a higher degree of cooperation by the hostgovernment, with less investment in consulting time devoted to reaching a base-point of 
consensus.
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