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PROBLEMS ASSOCIATED WITH THE 
FINANCING OF INVESTMENT PROJECTS IN 
JOINT-STOCK COMPANIES AND THE WAYS OF 
OVERCOMING THEM
Jumaniyazova Feruza Rajabovna
PhD, Associate Professor, Independent Researcher
Tashkent State University of Economics
E-mail: feruza042820@gmail.com
ORCID: 0000-0002-1838-3746

Abstract: The article provides a systematic analysis of the problems associated with financing investment projects 
by joint-stock companies in Uzbekistan and substantiates ways of overcoming them. The problems are grouped into four 
categories — institutional, market, corporate governance and methodological — each supported by statistical evidence. A 
set of measures across four directions is proposed to address the identified problems.

Keywords: joint-stock company, investment project, financing problems, primary market, free float, corporate bond, 
information disclosure, institutional investors, dividend pressure, capital structure.

Annotatsiya: Maqolada O‘zbekistonda aksiyadorlik jamiyatlari tomonidan investitsiya loyihalarini moliyalashtirish bilan 
bog‘liq muammolar tizimli ravishda tahlil qilingan va ularni bartaraf etish yo‘llari asoslab berilgan. Aniqlangan muammolar 
to‘rt guruhga — institutsional, bozor, korporativ boshqaruv va metodologik muammolarga ajratilgan bo‘lib, ularning har biri 
statistik ma’lumotlar bilan asoslangan. Aniqlangan muammolarni hal etish uchun to‘rtta asosiy yo‘nalish bo‘yicha chora-
tadbirlar majmuasi taklif etilgan.

Kalit so‘zlar: aksiyadorlik jamiyati, investitsiya loyihasi, moliyalashtirish muammolari, birlamchi bozor, erkin 
muomaladagi aksiyalar, korporativ obligatsiya, axborotni oshkor qilish, institutsional investorlar, dividend bosimi, kapital 
tarkibi.

Аннотация: В статье представлен систематический анализ проблем, связанных с финансированием 
инвестиционных проектов акционерными обществами в Узбекистане, и обоснованы пути их преодоления. 
Выявленные проблемы сгруппированы по четырём категориям — институциональные, рыночные, корпоративного 
управления и методологические — каждая из которых подтверждена статистическими данными. Для решения 
выявленных проблем предложен комплекс мер по четырём основным направлениям.

Ключевые слова: акционерное общество, инвестиционный проект, проблемы финансирования, первичный 
рынок, свободно обращающиеся акции, корпоративная облигация, раскрытие информации, институциональные 
инвесторы, дивидендная нагрузка, структура капитала.

I N T R O D U C T I O N
In theory the joint-stock company is the most convenient organisational and legal form for financing 

investment projects: it makes it possible to attract long-term capital from an unlimited circle of investors, to 
distribute risk among a large number of shareholders and to implement large-scale projects. In practice, 
however, this theoretical advantage is not realised automatically — it depends on the depth of the capital 
market, on the transparency of issuers and on the confidence of investors.

In recent years extensive measures for the development of the capital market have been 
implemented in Uzbekistan. As a result, the activity of joint-stock companies in financing investment 
projects through the capital market is gradually expanding. This situation reflects the impact of a 
number of interrelated systemic factors. Analysing these factors not separately but as a single system 
makes it possible to determine the measures for further strengthening them in the correct sequence. 
The aim of the study is to systematically classify the factors associated with the financing of investment projects 
in joint-stock companies, to assess them on the basis of statistical data and to substantiate the ways of further 
strengthening them.
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R E V I E W  O F  L I T E R A T U R E  O N  T H E  S U B J E C T
The relationship between the depth of the capital market and the access of enterprises to external financing 

has been empirically demonstrated in the study by R. La Porta and co-authors: the degree of legal protection of 
investor rights is the principal determinant of market capitalisation, of the number of issuers and of the activity of 
primary placements [1]. A. Shleifer and R. Vishny have generalised the inverse relationship between the quality 
of corporate governance and the cost of capital [2].

A low share of free-float shares raises the liquidity premium and thereby increases the cost of equity — a 
relationship quantified by Y. Amihud [3]. S. Myers and N. Majluf have explained theoretically why issuance 
activity is low under conditions of information asymmetry [4], while M. Jensen and W. Meckling have formalised 
the agency costs generated by the separation of ownership and control [5].

The slow formation of the corporate bond market in developing economies is explained in the studies of the 
Bank for International Settlements by the narrowness of the institutional investor base, the underdevelopment 
of the credit rating infrastructure and the complexity of issuance procedures [6]. The OECD Principles of 
Corporate Governance identify the completeness and timeliness of information disclosure as the principal 
condition of investor confidence [7]. According to the survey conducted by J. Graham and C. Harvey, in practice 
the criterion of preserving financial flexibility outweighs the finer points of capital structure theory [8].

In the domestic literature, particular aspects of the capital market — the corporate bond market and the 
practice of listing companies with state participation — have been examined [9; 10]. At the same time, studies 
that divide the problems of financing into institutional, market, corporate governance and methodological groups 
and analyse their interconnection within a single system are rare. The present article is directed to this line of 
enquiry.

R E S E A R C H  M E T H O D O L O G Y
The study employs systemic analysis, the method of grouping and classifying problems, structural and 

dynamic analysis, comparative analysis and the identification of cause-and-effect relationships. In diagnosing 
the problems, the principle of matching at least one quantitative indicator to each problem was observed — this 
makes it possible not merely to describe the existence of a problem qualitatively, but to confirm it statistically.

The period 2021–2025 was selected for the analysis. The information base comprises the data of the 
Statistics Agency and of the Central Bank of the Republic of Uzbekistan, the annual exchange analyses of the 
Republican Stock Exchange “Toshkent”, the reports of issuers disclosed on the Unified Corporate Information 
Portal (openinfo.uz) and the normative legal acts in force.

The problems were divided into the following four groups: I — institutional problems (associated with 
the structure of the market and the composition of issuers); II — market problems (associated with financial 
intermediation and instruments); III — corporate governance problems (associated with disclosure and agency 
relations); IV — methodological problems (associated with the internal financial planning practice of companies). 
Such a classification makes it possible to distribute the measures for overcoming the problems by level of 
responsibility — that of state bodies, of the market infrastructure and of the company itself.

A N A LY S I S  A N D  R E S U LT S
The systemic map of the identified problems is presented in Figure 1 (Figure 1).
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Figure 1. Systemic map of the problems of financing investment projects in joint-stock companies1

The quantitative indicators corresponding to each of the problems are presented in Table 1 (Table 1).

Table 1. 
Classification of the financing problems and the indicators confirming them2

Group Problem Diagnostic indicator Value

I. Institutional Weakness of the primary 
market

Share of primary placements in the 
volume of exchange trading (2024) 0.2 %

Fall in the number of 
issuers

Number of issuers on the quotation list 
(2021 → 2024) 139 → 93

II. Market Narrowness of domestic 
financial intermediation

Share of bank credit in investment in 
fixed capital (2025) 1.9 %

Reliance on external 
sources

Share of external sources in total 
investment (2025) 71.4 %

Underdevelopment of the 
corporate bond market

Number of corporate bond issues 
admitted to the quotation list (2024) 7

III. Corporate 
governance

Uneven quality of 
information disclosure

Presence of issuers whose annual 
reports are incomplete or filed with 
zero values

identified

Household savings not 
drawn into the market

Share of household funds in total 
investment (2025) 6.3 %

IV. Methodological High dividend pressure
Share of dividend payments in free 
cash flow (example of a large issuer, 
2025)

88.2 %

Target capital structure not 
defined

Practice of companies with an 
approved target leverage corridor not widespread

Within the group of institutional problems, the most serious is the disproportion between the primary and 
the secondary segments of the market (Figure 2, panel a). The volume of exchange trading grew from 1.26 
trillion soums in 2021 to 21.95 trillion soums in 2024, that is by a factor of 17.4. This growth, however, occurred 
through the transfer of existing shares from hand to hand and brought no new capital to the issuers. Over the 
same period the number of issuers on the quotation list fell from 139 to 93, that is by one third (Figure 2).

1	  Source: author’s elaboration.
2	  Source: author’s elaboration.
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Figure 2. The disproportion between the primary and secondary market segments and the structure of financing 
sources3

The group of market development factors is clearly manifested in the structure of financing sources (Figure 
2, panel b). In 2025, 71.4 per cent of investment in fixed capital was financed from external sources — foreign 
investment and credits. The share of domestic financial intermediation demonstrates opportunities for further 
expansion: bank credit and other borrowed funds account for 1.9 per cent. The 6.3 per cent share of household 
funds also indicates that there is considerable potential for further mobilisation of savings. Taken together, 
these two figures lead to the following conclusion: for joint-stock companies both the debt capital channel and 
the equity capital channel have significant potential for further development on the domestic market, while 
cooperation directly with foreign investors provides an additional source of financing.

Within the group of corporate governance problems, the quality of information disclosure requires particular 
attention. The analysis of the annual reports on the Unified Corporate Information Portal has shown that in 
certain issuers the sections on the balance sheet and financial results are incomplete or are presented with 
zero values. Such a situation not only restricts the capacity of external investors to make an assessment, but 
also prevents companies from conducting comparative analysis among themselves. Low-quality disclosure, in 
turn, raises the rate of return demanded by investors and thereby increases the cost of equity.

The group of methodological development factors is associated with the internal financial planning 
practice of companies. Calculations carried out on the example of large issuers have shown that the share 
of dividend payments in free cash flow may exceed 88 per cent. Such a high level of dividend payments 
provides opportunities for companies to maintain stable shareholder returns while supporting the investment 
programme. In addition, in many companies the target capital structure and the target leverage corridor provide 
opportunities for further formalisation, and financing decisions can be further aligned with strategic financial 
planning.

The interconnection of the four groups of problems consists in the fact that they reinforce one another: a low 
share of free-float shares reduces liquidity, low liquidity raises the cost of capital, and expensive capital makes 
issuance economically unjustified for the company and leads to a further contraction in the number of issuers. 
For this reason the measures for overcoming them must also be implemented as a complex, simultaneously in 
four directions (Table 2).

Table 2. 
Ways of overcoming the problems and the expected results4

Direction Proposed measure Expected result Level of 
responsibility

I. Institutional
Gradual establishment of a minimum 
free-float share for large companies 
with state participation

Increase in liquidity, reduction 
in the cost of equity State bodies

Planning of primary placements on 
the basis of an annual programme

Stabilisation of the number of 
issuers State bodies

3	  Source: author’s elaboration.
4	  Source: author’s elaboration.
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Direction Proposed measure Expected result Level of 
responsibility

II. Market

Simplification of the procedure 
for issuing corporate bonds and 
development of a national credit 
rating institution

Formation of a debt source 
alternative to bank credit Regulator

Expansion of the participation of 
pension and insurance funds in the 
capital market

Widening of the institutional 
demand base Regulator

Improvement of financial literacy and 
development of collective investment 
institutions

Increase in the share of 
household savings Market infrastructure

III. Corporate 
governance

Introduction of a rating system 
assessing the quality of information 
disclosure and its use in determining 
the listing category

Improvement of the quality of 
disclosure, reduction in the 
cost of capital

Exchange and 
regulator

Increase in the share of 
independent directors and practical 
implementation of the corporate 
governance code

Reduction of agency costs Company 
(supervisory board)

IV. Methodological
Fixing the target capital structure 
and the leverage corridor in the 
financial policy document

Justification of financing 
decisions

Company 
(supervisory board)

Transition to a flexible dividend 
formula linked to free cash flow

Capacity to expand the 
investment programme

Company (general 
meeting)

The sequence in which the measures are implemented is also of importance. Priority should be given 
to the measures concerning information disclosure and the share of free-float shares, since these create the 
preconditions for results in the other directions: without ensuring transparency and liquidity, the stimulation of 
primary placements will not produce the expected effect.

C O N C L U S I O N S  A N D  S U G G E S T I O N S
1. The problems of financing investment projects in joint-stock companies form four interrelated groups — 

institutional, market, corporate governance and methodological. An attempt to resolve each of them separately 
will not produce the expected result, because the problems form a chain in which each reinforces the others.

2. The most serious problem is the disproportion between the primary and the secondary segments of the 
market: in 2021–2024 the volume of exchange trading grew 17.4 times, while the number of issuers on the 
quotation list fell from 139 to 93, and primary placements remained at the level of 0.2 per cent of the trading 
volume.

3. The narrowness of domestic financial intermediation is clearly manifested in the structure of financing: in 
2025 the share of bank credit amounted to 1.9 per cent and that of household funds to 6.3 per cent, while the 
share of external sources reached 71.4 per cent.

4. Problems at the methodological level — the absence of a defined target capital structure and the high 
level of dividend pressure (more than 88 per cent of free cash flow) — directly limit the capacity of companies 
to expand their investment programmes.

In order to overcome the problems, a set of measures in four directions is proposed: at the institutional 
level — establishing a minimum share of free-float shares and planning primary placements on a programme 
basis; at the market level — simplifying the issuance of corporate bonds, developing a national credit rating 
institution and widening the base of institutional investors; at the level of corporate governance — introducing a 
rating system for assessing the quality of information disclosure and strengthening the institution of independent 
directors; at the methodological level — fixing the target capital structure and the leverage corridor in a formal 
document and linking dividend policy to free cash flow. In implementing these measures it is expedient to give 
first priority to the directions concerning transparency and liquidity.
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