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Abstract:

This article covers the issues of improving innovative methods of financing small business and
private entrepreneurship. Also, the opportunities for improving innovative methods of
financing small business and private entrepreneurship were analyzed. Following this, we
discuss the factors explaining the emergence of the new players and group them into supply-
and demand-side factors. The editorial gives researchers and practitioners orientation about
recent developments in entrepreneurial finance and provides avenues for relevant and fruitful
further research. Scientific proposals and practical recommendations on improving the system
of attracting foreign investments to the national economy have been formed.

Key words: small business and private entrepreneurship, foreign investments, financial
globalization, framework

1 Introduction

Globalization of world economic relations leads to diversification of forms and directions of
international competition, methods of struggle for possession and control of technological,
labor, intellectual, natural and investment resources. The formation of an optimal structure of
the economy with a predominance of the share of services, and high-tech products in it is
becoming increasingly important. In the context of globalization, countries that actively
participate in the international scientific, technical and information exchange, have a
developed infrastructure, highly qualified workforce win, which is ensured by the presence of
sufficient capital and its free movement in countries[1]. Financial globalization requires a
review of the existing system of theoretical and practical knowledge about the functioning of
the world economy from the point of view of the international movement of capital in the form
of investments. It is generally recognized that only high growth rates of the state economy and
per capita incomes can ensure the preservation of socio-political stability in the country. At
the same time, the growth of gross domestic product and per capita incomes can be achieved
by attracting foreign direct investment in the structural

adjustment of the country's economy|[2].

To increase the industrial and production potential of the republic, wide introduction of high
technologies in economic sectors, creation of new production capacities in the regions by
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expanding the attraction of foreign direct investments, development of exports, provision of
employment and reduction of poverty, as well as systematic planning of investments and
Investment projects in order to effectively manage[3]:

1. To adopt the investment program of the Republic of Uzbekistan for 2022-2026 (hereinafter
- the Program), formed by the Ministry of Investments and Foreign Trade, which provides for
the absorption of foreign investments in the amount of 70 billion US dollars in the next five
years.

The following[4]:

a) for 2022-2026:

the cumulative target indicators of the absorption of centralized and decentralized investments
are consistent;

the target indicators of investment and credit absorption in sectors and regions are consistent;
b) for 2022[5]:

-the collective address program for investment and credit utilization is appropriate;

-address list of large production facilities and capacities to be put into operation;

-the list of large production facilities and capacities requiring construction, reconstruction and
perfect repair of external infrastructure facilities;

Address list of investment projects implemented in the name of the Republic of Uzbekistan or
under the guarantee of the Republic of Uzbekistan with foreign loans;

-address list of investment projects to be implemented involving direct foreign investments
and loans;

-the list of new investment projects that are planned to attract state foreign debt is in
accordance;

-the list of investment projects requiring development, agreement and approval of pre-project
and project documents;

-the list of promising investment projects whose implementation possibilities are studied
should be approved accordingly.

2 Literature review

The structure of the investment climate in improving the mechanisms for attracting foreign
investment, the importance of increasing the efficiency of foreign investment, the
importance of government support have been studied in detail by local and foreign
economists. In particular, scientists of our country A.V.Vakhobov, Sh.Kh.Khajibakiyev,
N.G.Muminov, K.Djurayeva, N.G.Karimov, R.Khodjayev, N.Koziyeva, L.R.Shayusupova's
views were analyzed and recommendations for the consistency of reforms and investment
policy were developed[6,7,8,9,10].

In addition, as a result of research conducted by foreign scientists such as M.M.Novikov,
A.S.Neshitoy, O.S.Sukharev, K.V.Shvandar, A.V.Sisoyev, V.S.Shapran, L.V.Shkvarya,
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0.V.Xmiz, Y.E.Khalevinskaya, to improve the investment climate, to implement an effective
investment policy , serves as an important theoretical and methodological guide in
improving infrastructure in the regions and attracting foreign investment in industries. A
number of research studies within the framework of attracting foreign investments to the
national economy and forming ways of their effective use are of particular importance in the
scientific research of foreign economists C.Liesbeth, M.Miet, S.Jo. According to researchers,
the process of economic liberalization in transition countries is an important factor in
Improving the system of attracting foreign direct investments. The attraction of technologies
and knowledge to national enterprises through direct capital accumulation and technological
know-how ensures sustainable rates of economic growth. In the studies of P. Mihaela, A.
Vagar, H. Helian, the institutional mechanism of attracting foreign investments to the national
economy is studied. According to the results of the research, it is noted that changes in the
institutional quality of the country's economy have a positive effect on the system of attracting
foreign direct investments[11,12,13,14,15].

V.D. AndrianoV's scientific studies have studied the theoretical foundations of the investment
potential of the national economy, the concepts within the framework of the investment
potential have been theoretically summarized, and the expediency of using the system of
financial privileges to increase it has been emphasized. M. V. Charaeva's scientific studies
have studied the conceptual basis of financial management processes of real investments of
organizations. Features of strategic financial management of real investments in the conditions
of innovation-oriented economy are described[16,17].

3 Materials and Methods

Indicators in Uzbekistan on construction permits are unsatisfactory, and in 2019 it holds 134
positions. Although this figure has improved since 2016-2018, only 17 of the number of
procedures (16 in Europe and Central Asia) require 246 days for permission, which
necessitates government reforms in this area[18].

Looking at foreign experience, the tendency to hire private sector engineers or specialized
construction firms in the public service sector, which started in high-income countries such as
Australia, Japan and the UK, has been accelerating in low- and middle-income countries.
Modern construction systems are increasingly turning to private engineers or firms that are
certified or approved to perform the facility’s control function. In general, the role of the
private sector can range from a very limited scope to a much wider scope that controls the
design and construction process of the private sector[19]. According to the World Bank’s
Doing Business 2018 report, 93 out of 190 countries use some form of outsourced private
services to manage construction. Of the upper and middle income countries, 66.1% and 56.9%
use third-party services to regulate construction, while only 37.7% of low- and middle-income
countries use third-party services. In contrast, only 25 percent of low-income countries use
private third-party services to regulate construction[20].
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According to the participants, the involvement of the private sector in the area of construction
regulation and its connection with it will contribute to improving the quality of construction
and adherence to the construction rules[21].

First, the transfer of some of the regulatory functions from the state to the private sector must
be done in the public interest. (20, National agency for project management).

Second, cooperation between the public and the private sector in the field of regulation of
construction, as a key safeguard, will be successful if the government imposes significant
requirements on the qualifications and experience of private entities and develops effective
mechanisms of control and conflict of interest[22].

“Taxation” is also one of the indicators that improved in 2019 compared to 2016-2018. In
2019, Uzbekistan is ranked 64th. In particular, the annual number of faithful reports was 10,
and the preparation and submission of tax returns took 181 hours per year. The main reason
for these positive shifts is the reduction of taxes by the government. Starting January 1, 2019,
business entities will pay the following taxes[23]:

- Single tax payment. Depending on the type of activity, direction and type of business entity,
it is approved at the beginning of the reporting year in accordance with the Presidential Decree.
- customs payments;

- taxes and special payments for subsoil users;

- tax on water resources use - use of water resources for entrepreneurial activity;

- excise tax - when producing excisable goods;

- single social payment;

- the state duty;

- fee for receipt and (or) temporary import of vehicles. (21, UzA.uz).

According to the table, in 2019 Uzbekistan holds 62 positions on investor rights. Although this
figure has improved over the 2016-2018 year, it is 3 points on the 10-point scale of CEO
responsibility and 5 points on Uzbekistan’s 10-point scale of managerial growth, suggesting
that the investment attractiveness of the country is lower than in Europe and Central Asia[24].
The low level of responsibility for the management of enterprises and projects in Uzbekistan
and the imperfect structure of governance affect the financial behavior of foreign investors.
The methodological aspects of the accounting of innovative and labor potential in the socio-
economic potential of the regions and the complex development of the regions are justified,;
The study proposes a method for determining the value of regional investment attractiveness
(1) and calculating the factors affecting it, taking into account the existing risks. These
methods and formulas are the product of previous research and studies conducted by foreign
and local scientists in different periods, and to some extent, are an improved version of the
calculations used[25].

The following conclusions were made within the framework of this research[26]:
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- Investment attractiveness of the country, along with legal and political factors, depends on
the level of development of management in the country and the responsibility of managers for
the project and the company, which is reflected in the World Bank’s rating;

- There is no methodological basis for ensuring the participation of Uzbekistan in such key
indexes of the investment climate of the country as widely used in the world practice, such as
Genuine saving (GS), The Global Competitiveness Index (GCI). Uzbekistan’s participation in
these indices allows investors to identify the country’s ability to achieve sustainable economic
growth, to assess technology, government institutions and macroeconomic status[27].

- In international practice, the assessment of the potential of regions is determined by integral
indicators - the arithmetic mean and the sum of the derivatives. When evaluating the potential
of regions in Uzbekistan using these methods, it is advisable to use integrated indicators, which
include the following steps[28]:

1) justification of selected indicators;

2) assessment of the sustainability of the region for each indicator;

3) calculating economic, social and environmental sustainability through multivariate
comparative analysis;

4) formation of integral index;

5) Determining the results with the highest (regions with the financial and intellectual
resources: development potential, diversified and favorable environmental environment) and
the lowest sustainability.

Results and Discussion

In January-September 2022, 62.6 trillion soums of investments in fixed assets, or 32.9% of
their total volume, were disbursed at the expense of the own funds of enterprises and
organizations. At the expense of the population, 19.1 trillion soums, or 10.1%, were disbursed.
23.7 trillion soums were disbursed through foreign direct investment, which, compared with
the corresponding period of 2021, is less by 0.8 percentage points, or 12.5% of their total
volume[29]. At the same time, due to bank loans and other borrowed funds, 18.5 trillion soums
were disbursed (9.8% of the total investment in fixed assets and this indicator, compared with
the corresponding period of 2021, increased by 1.9 percentage points), foreign loans under the
guarantee of the Republic of Uzbekistan[30], amounting to 8.3 trillion soums (4.4% decreased
by 4.9 percentage points), non—guaranteed and other foreign investments and loans — 40.0
trillion soums (21.0% decreased by 2.0 percentage points), the Reconstruction and
Development Fund - 0.9 trillion soums (0.5% decreased by 0.7 percentage points), the
Republican Budget — 14.9 trillion soums (7.8% decreased by 0.8 percentage points), the Fund
for the Development of Water Supply and Sewerage Systems — 1.9 trillion soums (1.0%
increased by 0.1 percentage points) of their total volume[31].

Table 1
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Structural composition of investments directed to the economy of Uzbekistan in 2020

Centralized investments | Total investments in | Decentralized
39310.2 billion soums | fixed capital amount to | investments 162,689.9
202,000.1 billion soums | billion soums

Foreign loans under the | Foreign investments and | Foreign direct
guarantee of the | loans allocated to fixed | investment and loans
Republic of Uzbekistan | capital amount  to | 64,179.9 billion soums

amount to 22,467.1 | 86,647.0 billion soums
billion soums

In January-September 2022, 190.0 trillion soums of investments in fixed assets were disbursed
and, compared to the corresponding period in 2021, amounted to 105.0%. 57.0% or 108.3
trillion soums of investments in fixed assets were financed from borrowed funds, 43.0%, or
81.7 trillion soums, from the own funds of enterprises, organizations and the population. Also,
their volume, disbursed from centralized sources of financing, amounted to 26.1 trillion soums,
the remaining 163.9 trillion soums were disbursed from noncentralized sources of financing
(Figure 1.) According to research, creation a favorable investment climate in Uzbekistan
needs[32]:

- create economic prerequisites, such as the provision of benefits for taxation of profits,
property and infrastructure to increase the flow of investment in the economy;

- ensure the same legal regime for all investors;

- ensure transparency of business entities;

- every year to allocate lists of priority industries that require investment at the state and
regional levels;

- establish priority areas for the flow of foreign investment in enterprises of those industries in
which the importer has absolute advantages.

Due to the fact that Uzbekistan is a treasury of natural resources, the bulk of investments is
focused on investors' access to raw materials, while investments attracted by technological
advantages or at least low production costs in Uzbekistan occupy a small part. Investments are
also being developed aimed at ensuring investors' access to domestic markets, however, in this
case, it is often a matter of creating industries that allow foreign companies to overcome
customs barriers[33].
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Figure 1. Investments in fixed assets

In the technological structure of investments in fixed capital in the Republic of Uzbekistan,
86.1 trillion soums were allocated for the purchase of machinery, equipment and inventory,
which amounted to 45.3% of their total volume, investments for construction and installation
works reached 89.0 trillion soums (share in the total volume of 46.9%), for other costs - 14.8
trillion soums (7.8%). The highest share of construction and installation works in the total
volume of investments in fixed assets was observed in Surkhandarya region - 61.8%, or 5.3
trillion soums. The lowest level of this indicator was noted in Syrdarya region - 26.1%, or 2.2
trillion soums. In the same region, the highest share of costs for the purchase of machinery,
equipment and inventory was recorded - 66.1%, or 5.6 trillion soums (Figure 2.) [34].

Other directions

17.6
Expansion,
reconstruction New
and construction
modernization 53.8
28.6

Figure 2. Reproductive structure of investments in fixed assets, % of the total
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Share
12,5 %

Investments in fixed assets
financed by foreign direct
investment amounted to 23.7
trillion soums and 98.2%
compared to the same period
in 2021

Share
4,4 %

Investments in fixed assets
financed by foreign loans
guaranteed by the Republic

of Uzbekistan amounted to 8.3
trillion soums and 49.4%
compared to the same period in

Share 2021
21,0 %

Figure 3. Foreign investments and loans in fixed assests
The large-scale attraction of foreign investment in the national economy is directly related to
the existing investment climate and economic reforms in the country[35]:
1. Stability of the investment climate in the country;
2. Implementation of economic measures to regulate the exchange rate;
3. Establishment of legal and material norms for improving the tax mechanism of the country;
4. Development of decisions and laws in the tax legislation, regulating the activities of foreign
investment and aimed at creating the necessary conditions;
5. Existence of favorable market conditions;
6. The growing number of enterprises successfully operating with the participation of foreign
investment in leading sectors and industries of the economy.

Conclusion

One of the maingoals of socio-economic reforms in our country is to increase the
welfare of the population, improve their quality of life and achieve sustainable
development of social sectors. Attracting foreign investment is creating new jobs,
equipping enterprises with modern equipment and technologies, increasing production
efficiency and having a positive impact on exports.Among the problems related to the
improvement of mechanisms for attracting foreign investment are:

-Insufficient development of investment infrastructure in attracting foreign investment in
the regions with potential investment potential;

-Insufficient effectiveness of measures to create new jobs in the regions, increase
incomes and additional funding to the local budget;

-Lack of consulting, marketing and legal services in the regions;

-creation of artificial barriers to the use of benefits and incentives to attract foreign investors.
To address the above shortcomings, we would like to include the following in our list
of suggestions:
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-1t is advisable to encourage the activities of investment funds, insurance and leasing
companies and their effective participation in the implementation of investment projects;
-Although the country has a wide range of opportunities for foreign investment, due to the lack
of effective organization of activities such as creating new jobs in the regions, increasing
incomes and additional funding to the local budget, consulting, marketing and it will be
necessary to establish and develop legal service centers;

-Encouraging the rural population to do business through the development of the service
sector in rural areas, to address the problems of infrastructure in the regions for foreign
investors;

-Strict control over the absence of artificial barriers in the use of benefits and incentives
to attract foreign investors, which, in turn, will increase the effectiveness of economic reforms
by addressing the issue of increasing production by attracting foreign investment in the regions
creates the possibility of implementation. In general, in order to increase foreign investment
in the economy, it is necessary to bring the investment climate to the level of
international standards.

At the same time, it is importantto identify the factors that hinder the flow of investment,
and to find ways to eliminate them. As a result, foreign investment has become an important
source of external financing for our country, which has a huge economic impact in
terms of attracting high innovative technologies and the implementation of effective
governance
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