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Abstract

Small business plays a crucial role in fostering sustainable economic growth,
increasing employment, and diversifying the economy. In the context of
Uzbekistan, the sector has been gaining increasing attention from policymakers
and international institutions alike. This study aims to analyze the current state
of small business development in Uzbekistan and evaluate its contribution to the
national economy. The paper also explores the potential and strategic directions
for future growth. The research utilizes a mixed-method approach, incorporating
statistical data from national sources (e.g., the State Statistics Committee of
Uzbekistan) and analytical reviews of legislative and institutional reforms.
Comparative analysis with selected Central Asian countries is also presented.
Findings reveal that small businesses account for over 50% of Uzbekistan's GDP
and provide employment to a substantial portion of the labour force. However,
challenges such as limited access to finance, bureaucratic procedures, and
infrastructure gaps persist. Government-led initiatives, including tax incentives,
simplified registration processes, and entrepreneurship training programs, are
contributing positively to the sector’s growth. To enhance the effectiveness of
small businesses as a driver of economic development, Uzbekistan needs to
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strengthen regulatory frameworks, expand access to financial services, and
promote innovation and digitalization. A coherent strategy combining public-
private partnerships and regional development programs will be essential in
realizing this potential.

Keywords: Small business, Economic development, Uzbekistan,
Entrepreneurship, Employment, Private sector, Development strategy, Business
environment, Financial access, Institutional reforms.

1. Introduction

Small businesses are widely acknowledged as engines of economic growth,
playing a pivotal role in income generation, employment creation, innovation,
and poverty alleviation. In both developed and developing economies, they
represent more than 90% of all enterprises and account for over half of
employment worldwide [1]. The flexibility, low entry barriers, and capacity for
rapid adaptation to market conditions make small enterprises essential for
dynamic economic systems [2].

In emerging markets, the significance of small business development is even
more pronounced. These economies often face high unemployment rates,
informal labour markets, and regional disparities, where small enterprises serve
as a stabilizing force [3]. Global organizations, including the World Bank and
the OECD, have emphasized the role of small and medium enterprises (SMEs)
in achieving Sustainable Development Goals (SDGs) [4]. For instance, in
countries like India, Brazil, and Indonesia, SMEs contribute between 30% to
40% of GDP and provide a major share of non-agricultural employment [5].
Following its independence, Uzbekistan embarked on a path of gradual
economic liberalization. However, significant shifts have taken place, especially
since 2017, with the introduction of legal and institutional reforms aimed at
creating a favourable business environment. Measures such as simplifying
business registration, providing tax incentives, and establishing special
economic zones have led to a notable increase in the number of operating small
enterprises [6]. According to the State Statistics Committee, in 2023, SMEs
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accounted for approximately 55% of GDP and nearly 75% of employment in
Uzbekistan [7].

These reforms have been supported by international development programs,
such as UNDP’s Inclusive Business Models initiative and the European Bank
for Reconstruction and Development (EBRD) SME Finance Facility, which
have helped increase access to capital and capacity-building for entrepreneurs
[8]. The ongoing transformation from a centrally planned economy to a market-
oriented system presents both opportunities and challenges for small business
growth [9].

While there is substantial global literature on SME development, limited
academic work has focused specifically on Uzbekistan’s recent institutional
transformation and its effects on small business performance. Most existing
studies either lack updated empirical data or narrowly examine one sector, such
as agriculture or services [10].

This paper seeks to bridge that gap by providing a comprehensive analysis of
the current state of small business development in Uzbekistan, assessing their
contribution to economic indicators such as GDP, employment, and export
capacity. Furthermore, it identifies structural barriers and offers strategic
recommendations for unlocking the full potential of the SME sector in line with
Uzbekistan’s Vision 2030 development agenda [11].

2. Literature Review (Opftional but often included)

Small and medium-sized enterprise (SME) development has been studied
through various economic and entrepreneurial theories. Schumpeterian
innovation theory emphasizes the role of entrepreneurs in driving creative
destruction and market dynamism [12]. According to the endogenous growth
model, SMEs are key contributors to knowledge spillovers and innovation-led
growth, particularly in developing economies [13]. Moreover, institutional
economic theory underlines the importance of legal infrastructure, property
rights, and market access for SME prosperity [14].

From a policy perspective, the “enabling environment” model proposes that
removing bureaucratic and financial barriers fosters SME growth and improves
overall economic performance [15]. These frameworks collectively suggest that
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SME development depends not only on market forces but also on state support
and institutional stability.

Numerous empirical studies have investigated SME development in post-Soviet
and transition economies. For example, in Kazakhstan, SMEs have contributed
over 30% to GDP since 2018, primarily due to government-backed lending
programs and tax incentives [16]. A study in Georgia revealed that simplified
tax regimes and SME registries significantly increased formal sector
participation and reduced shadow economic activities [17].

In the case of Eastern Europe, countries such as Poland and Slovakia show that
early liberalization and SME-focused reforms resulted in stronger private sector
growth compared to more gradual reformers like Belarus [18]. However,
empirical findings also note that financial constraints, corruption, and lack of
skilled labour continue to limit SME competitiveness in many transition
economies [19].

Compared to its neighbours, Uzbekistan’s SME sector has undergone slower
institutional reform prior to 2017 but has shown strong growth momentum in
recent years. Kazakhstan’s SME sector enjoys better financial access due to
capital market maturity and international banking linkages [20]. Meanwhile,
Kyrgyzstan has adopted more liberal policies towards business registration and
taxation, though it faces significant issues in regulatory enforcement and
infrastructure [21].

Tajikistan lags behind in SME performance due to macroeconomic instability
and limited access to regional markets [22]. In contrast, Uzbekistan has
combined regulatory simplification with industrial clustering (e.g., free
economic zones), which presents a hybrid model of reform combining both
gradualism and state coordination [23].

Despite the growing literature on SMEs in transition economies, research on
Uzbekistan remains underdeveloped. Most existing studies either focus on
general economic trends or treat SME development as a marginal topic [24].
There is a lack of up-to-date quantitative analysis incorporating post-2017 policy
reforms, including Presidential Decree No. PF-4947 on the national
development strategy [25].
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Moreover, few studies examine the interaction between regional SME growth
patterns and national economic indicators such as employment elasticity, export
diversification, and sectoral productivity. There is also a research void
concerning the role of digitalization and green entrepreneurship in Uzbekistan’s
small business landscape [26].

This paper attempts to fill these gaps through a multidimensional analysis of
SME contribution, challenges, and policy implications in Uzbekistan.

3. Methodology

This study employs a descriptive-analytical design to evaluate the role and
development trajectory of small businesses in Uzbekistan. The analysis aims to
describe current patterns of SME performance while identifying key trends and
bottlenecks. Additionally, a comparative approach is used to benchmark
Uzbekistan’s SME sector against those of other Central Asian economies,
providing contextual insights into institutional and policy-level differences [27].
The research questions are exploratory in nature, focusing on:

. How have small businesses contributed to Uzbekistan’s GDP and
employment post-2017?

. What institutional reforms have been most impactful?

. What are the key constraints and opportunities for SME growth?

This design allows for both qualitative synthesis and quantitative interpretation
of national-level economic indicators.

The study relies on secondary data from multiple reputable national and
international sources:

. The State Statistics Committee of the Republic of Uzbekistan (UzStat) —
for macroeconomic and sectoral indicators on SME output, employment, and
regional distribution [7].

. World Bank and UNDP report — for global and regional benchmarking,
methodological guidance, and institutional performance reviews [1], [4].

. National policy documents and legal acts, such as the Presidential Decree
No. PF-4947 (2017), the Tax Code of Uzbekistan (2020), and SME development
programs by the Ministry of Economic Development and Poverty Reduction
[25], [28].
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All data have been cross-referenced and validated through official publications
and previous peer-reviewed research to ensure reliability and coherence.

The following tools and techniques were applied to process and interpret the
collected data:

. SWOT Analysis (Strengths, Weaknesses, Opportunities, Threats): to
assess internal and external factors affecting SME growth and sustainability in
Uzbekistan [29].

. Trend Analysis: macroeconomic indicators related to SME performance
(GDP share, employment rate, number of enterprises) were analyzed over 10
years (2013-2023) to identify structural shifts and policy impacts [7].

. Comparative Benchmarking: Uzbekistan’s SME sector was compared
with that of Kazakhstan, Kyrgyzstan, and Tajikistan using a set of indicators
such as ease of doing business, financial access, and regulatory quality [20],
[21], [22].

. (Optional) Linear Regression Analysis: In cases where data allowed,
regression techniques were used to examine the correlation between policy
changes (independent variable) and SME contribution to employment or GDP
(dependent variable) [30].

These combined approaches ensure both qualitative depth and quantitative
accuracy in evaluating the SME environment.

The study covers the period 2013 to 2023, capturing both pre- and post-reform
phases in Uzbekistan's SME policy environment. The 2017 presidential reforms
serve as a major turning point for analytical segmentation.

However, certain limitations should be acknowledged:

. Access to disaggregated microdata was limited, especially regarding
regional and sectoral SME performance.
. Some indicators from international sources (e.g., UNDP indices) are

updated biennially, creating temporal gaps.

. Regression analysis was limited due to data availability and the lack of
consistent SME-specific datasets over the full period.

Despite these constraints, the study maintains robustness by triangulating
multiple data sources and applying validated analytical frameworks.
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4. Results

According to the State Statistics Committee of Uzbekistan, small and medium-
sized enterprises (SMEs) accounted for approximately 55.2% of the country's
GDP in 2023, compared to 48.6% in 2015, indicating a steady rise in their
economic contribution [7]. In terms of employment, SMEs provided jobs for
more than 74% of the active labour force, particularly in sectors such as trade,
services, and light manufacturing [7], [28].

Table 1: SME Performance Indicators in Uzbekistan (2015-2023)

Year SME Share of SME Share of SME Export Total Registered
GDP (%) Employment (%) Share (%) SMEs
2015 48.6 67 3.2 350000
2016 49.2 68.4 3.8 370000
2017 50.1 69.5 4 390000
2018 515 70.8 4.5 410000
2019 52.3 72 5.1 440000
2020 53.9 73.1 6 470000
2021 54.6 73.6 7.3 510000
2022 55 73.9 8.5 550000
2023 55.2 74.1 9.8 580000
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Figure 1: Trend of SME Contribution to GDP in Uzbekistan (2015-2023)
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This growth trajectory can be attributed to structural reforms post-2017, which
aimed to liberalize private enterprise, reduce state monopoly, and support
entrepreneurship through legal and fiscal incentives [25]. The SME sector has
become a backbone of the non-state economy, especially as large-scale
privatization initiatives expanded private ownership across various industries
[31].

Table 2: Regional SME Metrics and Infrastructure Index (2023)

Region Registered SMEs SME Export Infrastructure Index
(2023) Share (%) (1-10)

Tashkent City 134000 22.1 8.9
Tashkent 92000 17.3 7.6
Region

Andijan 67000 9.8 6.4
Fergana 72000 10.2 6.8
Samarkand 81000 115 7.2
Jizzakh 23000 2.8 4.5
Surkhandarya 19000 2.3 3.9
Karakalpakstan 17000 2 3.4

Despite overall national progress, SME growth in Uzbekistan remains regionally
imbalanced. The Tashkent city region and Tashkent province dominate in terms
of SME density and financial turnover, while remote regions such as
Karakalpakstan and Surkhandarya lag due to infrastructure limitations and weak
access to markets [7], [22].

For instance, in 2022, Tashkent alone accounted for 23.4% of newly registered
SMESs, whereas the share in Jizzakh was below 3% [7]. These disparities suggest
that state policy measures have not been uniformly effective, necessitating more
region-specific development strategies and decentralization of SME support
programs [29].
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Figure 2: Number of Registered SMEs by Region in 2023

The adoption of Presidential Decree No. PF-4947 in 2017 catalyzed a range of
reforms aimed at improving the business climate. Key policy outcomes include:
« Reduction in the number of required business licenses by over 35% [25];

« Simplification of tax reporting and transition to an online tax declaration
system,;

« Establishment of Entrepreneurship Support Funds providing subsidized credit
and guarantees.

Statistical data indicate a 16% increase in SME exports between 2020 and 2023,
especially in textile and agro-processing sectors [28]. Additionally, the number
of registered business entities grew from 350,000 in 2016 to over 580,000 by
late 2023, reflecting enhanced entrepreneurial activity [7].

However, implementation gaps persist. According to the UNDP, 41% of
surveyed SME owners in 2022 expressed dissatisfaction with bureaucratic
delays in land allocation and permit issuance [26].

Despite reforms, SMEs face several persistent barriers:
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. Access to finance remains limited. Only 18% of SMEs reported obtaining
loans from formal banks, largely due to high collateral requirements and short
repayment terms [19], [20].

. Infrastructure constraints in rural areas (e.g., unreliable electricity, and
poor logistics) hinder business scalability and competitiveness [22].
. Bureaucratic complexity remains an issue, especially in land acquisition

and customs clearance, where overlapping mandates of local and national
agencies cause delays [26].

A World Bank report also highlighted the regulatory burden SMEs face in
compliance with safety and labour inspections, suggesting a need for risk-based
regulatory reforms [1].

The development of Uzbekistan’s SME ecosystem involves multiple
stakeholders:

. The private sector has increased participation in sectors such as IT,
renewable energy, and food processing, especially through family-owned and
youth-led businesses [31].

. Financial institutions, including local banks like Asaka Bank and
Agrobank, have expanded SME loan portfolios, though primarily in urban areas.
Several microfinance institutions are emerging to fill gaps in rural credit access
[20], [32].

. International donors such as UNDP, EBRD, and the Asian Development
Bank (ADB) support SMEs via training, grants, and infrastructure development.
Notably, the EBRD’s SME Finance Facility funded over $90 million in credit
lines from 2020-2023 [9], [23].

Stakeholder collaboration has led to the emergence of business incubators and
regional SME development centres, though their coverage remains limited
outside of major urban hubs.

5. Discussion

The results reveal that small and medium-sized enterprises (SMEs) constitute a
fundamental pillar of Uzbekistan’s economy, contributing over 55% to GDP and
74% to employment as of 2023 [7]. These figures highlight not only the
economic weight of the SME sector but also its potential as a catalyst for
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inclusive growth. However, the identified regional disparities suggest that
economic liberalization alone is not sufficient; targeted development policies are
required to ensure balanced growth across all regions [22].

Moreover, despite the increase in the number of registered SMEs and their
growing export share, challenges such as limited access to finance, infrastructure
bottlenecks, and bureaucratic hurdles continue to undermine efficiency and
scalability [19], [26]. This implies that structural reforms, while necessary, must
be supported by long-term capacity-building and regulatory simplification.

The findings of this study are consistent with global research emphasizing the
significance of SMEs in developing economies. Similar to trends observed in
India, Indonesia, and Turkey, Uzbekistan’s SMEs serve as employment
generators and play a key role in economic diversification [5], [17]. However,
unlike countries with more advanced SME ecosystems, Uzbekistan still
struggles with regulatory enforcement, access to digital infrastructure, and
regional economic inequality [14], [20].

The study also supports institutional economic theory, which argues that the
effectiveness of entrepreneurship policies depends largely on institutional
quality and policy coherence [13], [15]. For example, while tax incentives and
business registration reforms have been introduced in Uzbekistan, their uneven
implementation across regions echoes patterns seen in other post-Soviet
economies like Georgia and Moldova [18], [23].

Based on the research findings, the following strategic actions are
recommended:

. Expand access to finance by encouraging microfinance institutions and
establishing credit guarantee schemes for SMEs, particularly in rural and
underserved regions [32].

. Strengthen regional support infrastructure, such as transport, broadband
internet, and industrial parks, to reduce urban-rural SME growth gaps [22].

. Streamline bureaucratic processes through digitalization and regulatory
harmonization, especially for land access and business permits [26].
. Support entrepreneurial education and training through national

programs, vocational institutions, and business incubators [28].
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. Promote green and digital entrepreneurship, aligning SME growth with
global sustainability and innovation trends [4], [26].

These interventions should be embedded within Uzbekistan’s broader Vision
2030 strategy, ensuring cross-sectoral policy coherence and alignment with the
Sustainable Development Goals (SDGs).

Three hypothetical growth scenarios were explored based on projected trends
and policy outcomes:

. Baseline Scenario: If current trends continue without major intervention,
SME contribution to GDP may stagnate at around 56% by 2030, with urban
concentration increasing and rural disparities widening.

. Optimistic Scenario: With full implementation of strategic reforms, SME
GDP share could rise to 65%, and employment to 80%, driven by rural
entrepreneurship and increased export activity.

. Pessimistic Scenario: In the absence of fiscal or regulatory follow-
through, growth may decelerate due to credit constraints, rising informal sector
activity, and declining investor confidence [30], [31].

This scenario analysis reinforces the importance of proactive, inclusive, and
coordinated SME policy planning at both national and regional levels.

This study has several limitations. First, it relied primarily on secondary data,
which may not fully capture informal sector dynamics and micro-enterprise
behaviour. Second, firm-level disaggregation by ownership type, sector, and
innovation intensity was not possible due to limited data access. Third, the post-
COVID-19 impacts on SMEs, especially in service sectors, require deeper
longitudinal study.

Future research should focus on:

. Micro-level qualitative studies on SME experiences in border regions;

. Gender-specific challenges in female entrepreneurship;

. The role of ICT and digital platforms in scaling rural SMEs;

. Impact evaluations of specific policies (e.g., tax holidays, subsidized
loans) on firm survival and profitability.
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6. Conclusion

This study demonstrates that small and medium-sized enterprises (SMEs) are a
cornerstone of Uzbekistan’s economic structure, accounting for over 55% of
GDP and more than 74% of employment. The research identified significant
growth in SME activity following the 2017 institutional reforms, particularly in
terms of business registration, export capacity, and regional diversification
efforts.

However, challenges remain. Access to finance, infrastructure quality, and
administrative barriers continue to hinder the sector’s potential, particularly in
remote regions such as Karakalpakstan and Surkhandarya. Despite increased
government support and international cooperation, the effectiveness of policy
implementation varies considerably across geographic and administrative levels.
The findings call for a more holistic and region-sensitive policy approach.
Policymakers should:

. Deepen reforms that support financial inclusion, particularly through
SME credit guarantee schemes and expansion of microfinance institutions;

. Focus on infrastructure investment in lagging regions to enable equitable
SME growth;

. Advance digital transformation and e-governance tools to minimize
bureaucratic delays and enhance transparency;

. Foster entrepreneurial ecosystems via public-private partnerships,

incubators, and vocational education initiatives.

Business leaders, in turn, are encouraged to embrace innovation, pursue
formalization, and explore export opportunities, especially in agro-processing
textiles, and information technology sectors. Collaboration with government
agencies and development organizations will be key to unlocking investment
and capacity-building resources.

SMEs are not only economic drivers but also vehicles for achieving national
development goals. In the context of “Vision 2030” and the UN Sustainable
Development Goals (SDGs), SMEs contribute to:

. SDG 8 (Decent Work and Economic Growth) through employment
generation;

325|Page



Modern American Journal of Business,

Economics, and Entrepreneurship
MODERN ISSN (E): 3067-7203
.~ Volume 01, Issue 02, May, 2025

USA
Website: usajournals.org
This work is Licensed under CC BY 4.0 a Creative Commons
Attribution 4.0 International License.

* k kK Kk

. SDG 9 (Industry, Innovation, and Infrastructure) via local production and
value chain development;

. SDG 10 (Reduced Inequalities) by stimulating rural and women-led
entrepreneurship.

To harness this potential, Uzbekistan must integrate SME development into
broader strategic planning, ensuring cross-sectoral coordination and sustained
institutional support. This includes monitoring SME performance indicators,
supporting green and digital entrepreneurship, and expanding access to global
markets through trade facilitation and technology transfer.

In conclusion, SMEs will remain central to Uzbekistan’s path toward inclusive,
innovative, and sustainable growth, provided that reforms are deepened and
implementation is effectively managed across all regions and economic sectors.
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