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Roles of institutionall pelicy.

Generate: efificient economic structures, ensurng:

eguitaible access to productive reseurces
the good fiunctiening of markets

an adeguate supply of public geods fiacllitating
ouUipUt and market exchange (law, courts; geoad
gOVErnance)



Agrculture reform: key: te overalll growth

I Ialbeur-surplus; econemies, fast grewth requires a rse: of
agicultural eutput and land preductivity tio:

creater a demestic market for Industial outpui
reduce the cost off Wage goeds: and idustrial Wwages
provide raw matenal to the infant industry

The experience: ofi China (1978-84), India (1970s), Viet Nam,
andl ether countres bears this out:

I 197 8-1988! agricultural referms Inf China triggereadia 6%
crease i oed output and GDPR

accompanied by fast falling peverty (- 200/ m. people)



Land tenure regimes and peverty

I land-scarce; labour-anundant econemies; ruieal
Istitttions can e ranked 1 ascending erder: off EffiCIENCY/-
equity:

Lauftindia

State famms

Cooperatives

Large: capitalist farmms

Sharecrepping

Land leases

Smalllhelders agriculture with all/mest property rnghits



The “inverse relation’ in labor surplus agriculture
(observed in many different countries and types of agriculture)

Labour productivity
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SMES anal peverty.

In developing ceuntres, SMES albserls moest oiff the |alnor
SUPRIV N Urvan/pen:-urean: areas With RIgh InCIdEnce ofi
POVENLY.

SMES hiave large: grewih/empleyment potential in; Sectors
WIth ne econemies of scale” as they have:

LLow: capitall cost per worker, high: preductivity per $
off capiial

Low Ialber proauctivity, put high total facter
productivity

Ample evidence ofi efficiency of suchi firms; especially:
where there s ‘soclal capital’



Einancial markets; anadl peverty.

‘Repressed financialmarkets::

Low: M2/GDPR (Iow! deposits;, financial intermediation)
Lending Is directed admin. te prvileged firms

At artificially’ low interest rates (ofiten negative)

Eew: banksi and limited competition

Many: firms and most SME unable to horrow:— or have
10 bermew from: Infermal fin markets: at nighrrates and

o) Short perieds



Labour markets and poverty

L2eUIF markets affiect peverty uniaveranly Whenever:

\Wage: distrilbution; scarcely: refiects the productivity,
of different greups of Workers

Market Is segmented (loy caste, region, Sex, Sector)
Minimum/lew Wages” are: alsent/net eniorced

Labouir market policies (tramingl, puklic: Werks)
facllitating l2eor reallecation are weak



Propesed inputs tor Uzbek PRS



ASsIign ‘grewih role” te agrculture

Consider agrculture as a second endine of grewin::

It 1S/ essential to, design efficient, rural, anti-poverty
policies since 70% of the poer are iniruial areas

IHOW! 10 de) SO: INMpreve: the terms of trade: off agrculture

Allecate more credit, public: investment (Infrastructure)
and’ expenditure  (rurall puklic. works), while reducing
Urlban prestige Investment (e.g. tennis staditum)



Speed up land referm

Enhance access! to the land by the peor:

Redistrbute shirkat land to alkout 1.5 ha. pel
dekhan

Introduce supponting measuress (cadastral system
and lecal markets fier et Inpuits and outputs)

REeVert the pelicy, off privatisation of shirkats) Inte
medium:-sized! farms of 20-50 ha. (fer
eguity/efficiency: ieasons)

Transterm the shirkats Intor Independent commercial
ProVIders: ofi Services (Inputs, tractor Services )



Exploit grewth potential off SMES

Make: the! labhoeur-intensive SVIE Sectol a thikd endine of
grewthr. Inf many advanced ceuntres, the smalltfirms?
CO-exiIst and cepperate Wit I filims?).

0 doi se, Intreduce: generall changes:
Improeve: business climate
Enlance: regulatery’ norms, CONcerning the Sector

Provide Incentives to ‘emerge’ (Including cuts In
Pay/Iell taxes)



More support measures

Expand’ on the mitial " reforms Introduced by the
government since 2000:

SImplify anal speed up: registration of SMES
IMpreve: thellf aceess) to) credit; fiorex, raw materails
iIntreduce a simplified tax system

provide incentives; te formalize’

furtner reduction In licensing-regulatory’ procedures



Financial sector reforms

Reduce: nanility. of hanking| system te allocate funds:

financial restramis’ (positive but Iow: real interest rates
e.g. 4-8 %),

moebllise: heUuseneld savings toe Increase hank lending te
enterprses With nigh’ prefitanility but imited! assets
end subsidized directed credits tor State enterprises

eliminate’ financiall  repressien” (limits; on  cash
Withdrawals, etc:)



Banking referms

Liberalise hanking sector aradually, and in; the: presence ofi
d streng| ehjective regulateny flrameweork

Prehibit shoert-term portielio flows in and out

Expected henefits: increase: in Vi2/GDPR,, savings account
andllending; Iower herewing cests and financial charges
fier firms



Strengthen labour market policies

Adjust minimum: (er lowest) wages to CPI

Increase: and refiecus the Public Works: Pregram on
WOKKENS! reserting e temperany. Work: In “mardikor
markets” or affected by seasenal tnemployment

Introduce anm employment; guarantee scheme: fior
People: relocating acress sectors. (Provide' lew-Wage
empleyment on' public works: within: 5-10° km. frem
residence of these enterng the pregram.)
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