m TASHKENT STATE International
-] UNIVERSITY OF ECONOMICS Journal of tOpICS

INNOVATION SCIENCE
AND TECHNOLOGY

L Scopus || Electronic journal specializing in Scopus m

E® Acceptance of papers October, 2025
'l

Acceptance of
papers
Published monthly

\\ | //
\@/

Topics

economics,
technology, social
sciences

Digital . # ~ @ Visit the website

Object C
Identifier

t.me/scopus_IST2100




EDITOR-IN-CHIEF:
Mirzaliyev Sanjar Makhamatjon ugli

DEPUTY EDITOR-IN-CHIEF:
Makhmudov Nosir Makhmudovich
DSc., Prof., Academican

DEPUTY EDITOR-IN-CHIEF:
Ochilov Bobur Bakhtiyor ugli — Senior
lecturer at TSUI

THE SCIENTIFIC-POPULAR ELECTRONIC
JOURNAL "INNOVATION SCIENCE AND
TECHNOLOGY" HAS BEEN REGISTERED
UNDER THE NUMBER C-5669633 BY THE
AGENCY FOR INFORMATION AND MASS
COMMUNICATIONS (AOKA) OF THE
REPUBLIC OF UZBEKISTAN, EFFECTIVE
FROM OCTOBER 9, 2024.

CONTACTS
Phone: +998 50 737 87 88
Website: https://ist-journal.uz

Email: innovationist2025@gmail.com

The scientific electronic journal “Innovation
Science and Technology” has been
included in the list of scientific publications
recommended for the publication of

main scientific results of dissertations

for the award of PhD and DSc degrees

in economics and technical sciences, in
accordance with the Resolution No. 370
of the Presidium of the Higher Attestation
Commission of the Republic of Uzbekistan,
dated May 8, 2025.

Electronic publication, Issue 10. 153 pages.
Approved for publication on October 19, 2025.

Editorial board:

Sharipov Kongiratbay Avezimbetovich,
Doctor of Technical Sciences (DSc), Professor

Abdurakhmanova Gulnora Kalandarovna,
Doctor of Economic Sciences (DSc), Professor

Cham Tat Huei,
Doctor of Philosophy (PhD), Professor (Malaysia)

Muhammad Imran Sadiq
Doctor of Philosophy in Economics (PhD),
Professor, Malaysia

Ahmed Aziz Ismail
Doctor of Technical Sciences (DSc),
Professor (Egypt)

Lee Chin
Doctor of Philosophy in Economics (PhD),
(WVEIEVSE)]

Asongu Simplice
Doctor of Philosophy in Economics (PhD),
Cameroon

Rui Dang
Doctor of Chemistry (DSc), Professor, China

Zahoor Ahmed
Doctor of Philosophy in Economics (PhD), Turkey

Shujaat Abbas
Doctor of Philosophy in Economics (PhD), Russia

Tina A Coffelt
Doctor of Philosophy in Educational Sciences
(PhD), USA

https://ist-journal.uz




01.10.2025-YEAR SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL

CONTENTS

WAYS TO EXPAND THE COMPANY’S POSITION IN THE FURNITURE MARKET ......ocouornnenernsinsesessssssesesness 6
Musayeva Shoira Azimovna

DIRECTIONS FOR IMPROVING THE ORGANIZATIONAL AND ECONOMIC MECHANISM

OF MEDICINAL PLANT PROCESSING ....coisitririreseneessesessersessessesesesssssssssssssessessssssssssssssssssessssssssssssssssssssssesssssssssssssssssssssneas 11
Usmonov Mirgulom Khoshim ogli

POLITICAL RELATIONS BETWEEN AZERBAIJAN AND UZBEKISTAN: HISTORY, CHALLENGES,

AND PROSPECTS .ottt sessessessssssssssssessesssssssssss st ses s sssssssssssssessessssssssssssssssssnssessassssssssssasssssssesssssssssssssansessesssssssassassanes 17
Naila Ramazanova

ANALYZING THE SUSTAINABILITY OF REGIONAL ECONOMIES USING MULTI-CRITERIA

INDICES AND MODEL OPTIMIZATION ...covtiirresessessinssnsssessessesssssssssssssssssessesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnens 23
Sattorov Sanjar Abdumurodovich

ECONOMIC ADVANTAGES OF MODERNIZING THE EDUCATION SYSTEM THROUGH

INNOVATIVE TECHNOLOGIES ...ttt sttt st snens 28
Rakhmatkhodjayev Akhrorkhodja Akmal ugli

XORIJIY MAMLAKATLAR KORPORATIV BOSHQARUV VA INNOVATSION RIVOJLANISH

MODELLARINING QIYOSIY TAHLILL...vtotritstrsesessessisse st sssssssessesssssss st sssssssssssssssssssssssssesssssssssssssssssanens 34
Ismailov Allayor Rashidovich

DIGITALIZATION OF FOREIGN EXCHANGE DIFFERENCE ACCOUNTING:

CHALLENGES AND PROSPECTS IN EMERGING ECONOMIES........ornirereresesiseiss e ssssssssessessens 41
Pulatov Sirojbek, Misirov Kamoldin

BJIMSTHUE COLIMAJIbHO-/JTEMOTPAQUYECKUX PAKTOPOB HA OBECITEYEHUE

3KOHOMUYECKOUN BE3OITACHOCTH CTPAHDBL....ooovoooveeeesessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesss 47
TawmyxamenoBa fipa ATxaMoBHa

MAIN MEASURES TO STRENGTHEN EMPLOYMENT STABILITY AND IMPROVE EMPLOYMENT

MANAGEMENT IN UZBEKISTAN ....uiieissirsinetsessesessssssss s ssessessessssssssssssssssesssssssssssssssssssssssssssssssssssessesssssssssssssssssssessessessneas 52
Abdullayeva Nigora Shamsiddinovna

ECONOMETRIC ANALYSIS OF THE IMPACT OF INVESTMENTS ON THE CREATION

OF NEW JOBS ...ttt s s s s s s £ £ A e 57
Shayzak R. Kholmuminov, Shukhrat Sh. Kholmuminov

RAQAMLASHTIRISH VA YASHIL TURIZM KONSEPSIYASI ASOSIDA TURIZM SOHASINING

BARQAROR RIVOJLANISHI ...ttt ssssse s sttt s sens 68
Xaitov Oxunjon Nomoz o‘g‘li

IQTISODIYOTDA DAVLAT ISHTIROKINI QISQARTIRISH ORQALI XUSUSIY SEKTOR ROLINI

OSHIRISHNING IJTIMOIY MUHITGA TA'SIRI .ovvrereerrnessessssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 73
Musurmonqulov Muhammad

DIAGNOSIS OF EMOTIONAL INTELLIGENCE DEVELOPMENT IN PRESCHOOL CHILDREN:

METHODS AND RESULTS ...ttt sessesse s s sessesse s s s 77

Abduxamidova Dilorom Abdumuminovna

MULTIMADANIY MUHITDA PEDAGOGLARNING TANQIDIY FIKRLASH KO‘NIKMALARINI

SHAKLLANTIRISH MEXANIZMLARI ...ttt asssssssssassssessssesssssssssssssssssssssssssssssssssssssssssssessssessssessssssssssssssessssees 81
Gulyamova Nafisa Burikulovna
WAYS TO IMPROVE MARKETING SERVICES IN A FURNITURE MANUFACTURING ENTERPRISE............... 85

Mukhtarov Samadjon Abdusattor ugli

THE ROLE OF SMALL AND MEDIUM-SIZED ENTERPRISES (SMES) IN ENHANCING

UZBEKISTAN’S EXPORT PERFORMANCE ... sss s s s s s ssssbssssesss essa esss s esssssssassasas 90
Abduvoitov Bekzod Khikmatullaevich, Dr. Navik Istikomah, S.E., M.Si

OPPORTUNITIES FOR FURTHER DEVELOPMENT OF THE TOURISM SECTOR WITH
THE HELP OF AN INNOVATIVE IT PLATFORM ... ssssssssssssssssssssssssssssssssssssssssssens 99

Nasrullaev Hikmatullo Habibulloevich

https://ist-journal.uz t.me/scupus_IST2100 @




SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL 01.10.2025-YEAR

DIGITALIZATION OF AGRICULTURAL PRODUCTS FOR EXPORT ..ot ssssssssssssssssssssssssases 105
Azimov R.B.
IQTISODIYOTDA TO‘G'RIDAN-TO‘G'RI XORIJIY INVESTITSIYALARNI ROLINI OSHIRISH.....cvvrveerrrrrrrennes 109

Ruzibayeva Nargiza Xakimovna, Ro‘ziqulov Abduqahhor Ixtiyor o‘g‘li

SUSTAINABLE DIGITAL TRANSFORMATION STRATEGIES FOR INTERNATIONAL TRADE
Kurolov Maksud Obitovich

THE DEVELOPMENT OF THE METAL MARKET AND THE ROLE OF SMALL BUSINESSES IN IT .............. 129

Musinov Dilshod Sultanovich

ANALYSIS OF EXISTING TECHNOLOGICAL SOLUTIONS TO THE PROBLEM OF WATERING

GAS WELLS ettt ettt ses st 134
Abdirazakov Akmal Ibrahimovich, Boymurodov Boynazar Muradillayevich

PE®OPMBbI PEJIMTUO3HO-OBPA3OBATE/IBHON CPEPBI Y3BEKUCTAHA ....vveeeeeeeeeeesseseessssssssssssssenes 140
Tunna6aesa NynbcyHxoH BaxpamoBHa

MODELS FOR ENHANCING THE COMPETITIVENESS OF SMALL BUSINESS ENTERPRISES................. 144

Melibayeva Gulxon Nazrullayevna

@ t.me/scupus_IST2100 https://ist-journal.uz




SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL 01.10.2025-YEAR

MODELS FOR ENHANCING THE
COMPETITIVENESS OF SMALL BUSINESS
ENTERPRISES

Melibayeva Guixon Nazrullayevna

Kokand University

Senior Lecturer at the Department of International Tourism and Economics
Email: gulhonmelibaeva@gmail.com

ORCID: 0000-0001-6696-1355

Abstract: Small and medium-sized enterprises (SMEs) play a critical role in Uzbekistan’s economy. This study analyzes
post-2020 SME development models from developed countries—including Germany, South Korea, Singapore, and the
United Kingdom—to identify effective strategies for enhancing SME competitiveness. Using a qualitative benchmarking
approach, the paper reviews key reforms such as digital transformation initiatives, innovation ecosystems, cluster
development, and regulatory flexibility. Findings reveal that tailored policy design, ecosystem collaboration, and targeted
financial instruments significantly contribute to SME growth. The study offers practical policy recommendations for
Uzbekistan, emphasizing the need for region-specific strategies and public—private partnerships to build a resilient SME
sector aligned with global best practices.

Key words: SMEs, competitiveness, Uzbekistan, innovation policy, digital transformation, cluster development,
benchmarking, developed countries, entrepreneurship, public—private partnership.

Annotatsiya: Kichik va o‘rta biznes subyektlari (KO'B) O‘zbekiston igtisodiyotida muhim ofrin tutadi. Ushbu tadgigot
Germaniya, Janubiy Koreya, Singapur va Buyuk Britaniya kabi rivojlangan mamlakatlarda 2020-yildan keyingi KO'B
rivojlanish modellarini tahlil qilib, ularning ragobatbardoshligini oshirishga xizmat giluvchi samarali strategiyalarni
aniglaydi. Sifatli benchmarking yondashuvi asosida o‘tkazilgan tahlilda ragamli transformatsiya tashabbuslari, innovatsion
ekotizimlar, klaster rivoji va tartibga solish moslashuvchanligi kabi asosiy islohotlar o‘rganilgan. Natijalar shuni ko‘rsatadiki,
moslashtirilgan siyosat dizayni, ekotizim ichidagi hamkorlik va magsadli moliyaviy vositalar KO'B o‘sishiga sezilarli hissa
go‘shadi. Tadqgigot O‘zbekiston uchun amaliy siyosiy tavsiyalarni ilgari surib, mintagaviy xususiyatlarni inobatga olgan
strategiyalar va davlat-xususiy sheriklik asosida bargaror KO'B sektorini shakllantirish zarurligini ta’kidlaydi.

Kalit so'zlar: KO'B, ragobatbardoshlik, O‘zbekiston, innovatsion siyosat, ragamli transformatsiya, klaster rivoji,
benchmarking, rivojlangan davlatlar, tadbirkorlik, davlat-xususiy sheriklik.

AHHoTauusa: Manble n cpegHue npegnpustus (MCI1) urpatoT KnoyeByo pofib B 9KOHOMUKe Y3bekuctaHa. B gaHHoM
uccnegoBaHuv aHanusupytotca mogenu pas3sutua MCI nocrne 2020 roga B pasBuTbIX CTpaHax — [epmManuu,
lOxHon Kopee, CuHranype u BenukoOputaHum — C Lenblo BbISBNEHUA 3MEKTUBHBIX CTPaTErMii MOBLILLEHUSA UX
KOHKYpPEHTOCMOCOBHOCTU. Mcnonb3ys KayeCcTBEHHbIN cpaBHUTENbHLIA noaxod (benchmarking), aBTop paccmatpuBaeT
OCHOBHble ped)opMbl, BKMOYas MHULMATKBbI LMpoBoi TpaHchopMauni, MHHOBaLMOHHbBIE 3KOCMCTEMBI, KNacTepHOe
pa3BUTHE 1 PETYNATOPHYH MOKOCTb. Pe3ynbrathl MoKa3biBatloT, YTO aAanTMpOBaHHbIN AU3aliH MOUTUKIN, COTPYAHNYECTBO
B paMKax 9KOCUCTEMBI 1 LieneBble (hMHAHCOBbIE MHCTPYMEHTbI CyLLLECTBEHHO cnocobcTtaytoT pocTy MCI. B nccnegoBaHum
npeanoXxeHbl MNpakTUYeckne pekoMeHgaunu Ans YsbekucraHa, NogyepkvBaloliMe HeobOXoQUMOCTb pernoHanbHO-
OPUEHTUPOBAHHbIX CTpaTernii M rocy4apCTBEHHO-4aCTHOrO MapTHeEpPCTBa Anst (POPMMPOBAHUS YCTOMYMBOIO CEKTOpa
MCIT, cooTBeTCTBYIOLLETO MUPOBBLIM CTaHAApPTaM.

Kntouesbie crioea: MCI1, kKOHKYpeHTOCNOCOOHOCTb, Y36eKncTaH, MHHOBaLMOHHasA NONNTMKa, Limdposas TpaHchopMauums,
KnactepHoe passutve, benchmarking, pas3BuTble CTpaHbl, NPEeANPUHUMAaTENbCTBO, [OCYAapPCTBEHHO-YaCTHOE
napTHepPCTBO.

INTRODUCTION

Small and medium-sized enterprises (SMEs) are a key engine of sustainable economic development,
innovation, and job creation across the world. Representing around 90 % of global businesses and contributing
more than half of total employment, they play a vital role in economic stability. In emerging markets such as
Uzbekistan, SMEs generate approximately 85 % of jobs and over 50 % of GDP, confirming their decisive
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role in national growth. Since 2017, Uzbekistan has successfully pursued market reforms aimed at economic
diversification, trade liberalization, and business climate improvement. Between 2000 and 2021, the participation
of SMEs in foreign trade expanded dynamically — the share of SME imports increased from 22.8 % to 48.7 %,
while exports rose from 10.2 % to 22.3 %.

Despite the structural challenges typical for transition economies, Uzbekistan’s SME sector demonstrates
high adaptive potential. Continuous efforts in financial inclusion, entrepreneurial education, and innovation
infrastructure development have laid a foundation for qualitative transformation. The remaining institutional
limitations — such as restricted access to finance or digital technologies — can be viewed as growth opportunities
that motivate policy modernization and technological renewal.

Global experience shows that implementing innovation-oriented growth models, digital transformation
programs, and flexible financing mechanisms enhances SME competitiveness. Countries such as the USA,
Germany, and South Korea illustrate that government coordination, industrial clustering, and internationalization
drive productivity and resilience. In this context, Uzbekistan’s policy trajectory already aligns with international
best practices through initiatives promoting public—private partnerships, start-up ecosystems, and export-
oriented support schemes.

According to the State Statistics Committee, in 2023 SMEs generated over 56 % of GDP and ensured
78 % of total employment, reflecting strong integration into the national economy. The ongoing shift toward
digitalization — intensified by global post-pandemic trends — opens vast prospects for Uzbek SMEs to boost
innovation, efficiency, and global presence. With consistent reforms and adoption of proven international
strategies, Uzbekistan’s SME sector is expected to evolve into a diversified, technologically advanced, and
export-competitive driver of inclusive economic growth. Developed countries such as Germany, South Korea,
Singapore, and the United Kingdom have successfully implemented comprehensive SME support frameworks
that integrate innovation policies, digital transformation, cluster development, and public—private cooperation.

This paper aims to analyze post-2020 SME competitiveness models from selected developed countries
and explore how these strategies can be adapted to the socio-economic context of Uzbekistan. The study
uses a benchmarking methodology, comparing Uzbekistan’s SME environment with successful cases to derive
policy recommendations that are both evidence-based and practical.

REVIEW OF LITERATURE ON THE SUBJECT

Mason, C., & Brown, R. (2020) The authors criticize the inefficiency of one-size-fits-all policies for SMEs
and advocate for a segmented policy approach based on firm growth stage, geographical location, and business
activity. This approach is particularly relevant for Uzbekistan, where SMEs vary widely in development and
regional context'.

Lépez-Garcia, C., & Di Mauro, F. (2020) The authors show that SMEs with high digital adoption in
Europe experience significant productivity gains. They emphasize the importance of public support for digital
transformation. This is crucial for Uzbekistan, where SME digitalization is still at an early stage?.

Zeng, D. Z. (2020) Zeng demonstrates that industrial clusters improve SME competitiveness through
specialization and collaboration.®> He suggests cluster-based strategies for policy design. For Uzbekistan,
forming SME clusters in textiles, agriculture, and tourism could enhance export capacity and innovation.

Khin, S., & Ho, T. C. F. (2020). The authors argue that the use of digital technologies, such as Al and loT,
significantly enhances SME performance. Their findings from Southeast Asia suggest that digital capability is a
key driver of competitiveness. This aligns with Uzbekistan’s need for ICT training and support programs®*.

Audretsch, D. B., & Belitski, M. (2021) The authors stress the importance of entrepreneurial ecosystems
composed of universities, research centers, and startups. These ecosystems foster innovation and growth
among SMEs. Uzbekistan can benefit from creating regional innovation ecosystems connected to academic
institutions®.

Beck, T., & Cull, R. (2022) Beck and Cull highlight the role of fintech and credit guarantees in improving
SME access to finance. They argue for digital financial platforms and public-private financing mechanisms.
These insights apply to Uzbekistan, where SMEs face severe credit constraints®.

1 Mason, C., & Brown, R. (2020). Creating good public policy to support high-growth firms. Small Business Economics, 54(2), 389—-403.
Lopez-Garcia, C., & Di Mauro, F. (2020). Digital technologies and firm productivity: Evidence from Europe. ECB Working Paper No.
2449,

3 Zeng, D. Z. (2020). Cluster-based development of SMEs in China. Journal of Development Studies, 56(4), 695-710.

4 Khin, S., & Ho, T. C. F. (2020). Digital technology, digital capability and organizational performance. International Journal of Innovation
Science, 12(2), 177-195.

5 Audretsch, D. B., & Belitski, M. (2021). Entrepreneurial ecosystems in cities: The role of institutions. Journal of Technology Transfer,
46(1), 1-24.

6 Beck, T., & Cull, R. (2022). Financing small and medium enterprises: The role of credit guarantees and fintech. World Bank Economic
Review, 36(S1), S85-S103
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Radas, S., & Bozi¢, L. (2021) The authors examine how innovation grants and tax incentives stimulate
SME innovation in Eastern Europe. They find public support to be effective, especially in transition economies.”
Uzbekistan could implement similar incentive schemes to encourage SME innovation.

Ayyagari, M., Demirgug-Kunt, A., & Maksimovic, V. (2021) These authors argue that legal and regulatory
barriers significantly hinder SME growth globally. They suggest simplifying regulations and improving the
legal environment. Uzbekistan could improve SME competitiveness by reducing bureaucratic obstacles and
reforming enforcement systems®.

Lee, S.M., & Trimi, S. (2021) Lee and Trimi propose collaborative innovation through networks of companies,
universities, and governments as a way to boost SME performance.® Their model supports Uzbekistan’s need
to foster innovation partnerships and integrated value chains.

RESEARCH METHODOLOGY

This article employs a qualitative comparative approach. We performed a comprehensive review of recent
literature, policy reports, and statistical data on SME competitiveness, focusing on sources dated 2020 and
later. Key data on Uzbekistan’s SME sector were drawn from international reports (e.g. OECD, World Bank,
IFC) and surveys. To identify effective models, we analyzed programs and outcomes in selected developed
countries — notably the United States, Germany, and South Korea — where SMEs exhibit high performance or
benefit from strong support systems. For each model, we assessed published evaluations or case studies (for
example, OECD innovation and digital surveys, IFC project reports, and national SME policy reviews). The
models were categorized thematically: innovation-driven growth, digital transformation, government support/
policies, industrial clustering, access to finance, and SME internationalization. We then synthesized findings to
highlight how each model contributes to SME competitiveness, and how similar strategies might be adapted
to Uzbekistan’s context. All factual claims and data are backed by verifiable sources, and comparisons are
illustrated with concrete examples and statistics where available.

ANALYSIS AND RESULTS

Innovation is widely recognized as a key driver of long-term competitiveness. By introducing new products
or processes, firms can create new market opportunities and improve efficiency. Studies confirm that innovating
firms tend to grow faster: innovation “increases enterprises’ headcount, turnover, returns and productivity”.
In developed countries, SME innovation ecosystems are often promoted through R&D support, technology
transfer, and collaboration with academia. For example, Germany — despite its resource constraints — has
built a strong research base and has historically targeted R&D investment to reach about 3.5% of GDP
(before the pandemic). Germany’s SMEs (the “Mittelstand”) benefit from public programs such as the High-
Tech Grunderfonds and tax incentives for R&D, as well as from cooperative networks that link small firms to
larger corporations’ innovation projects. Nevertheless, even in Germany innovation tends to be concentrated in
larger firms or startups, and diffusion to smaller incumbents remains a challenge. South Korea similarly invests
heavily in R&D (as of 2019, Korea’s R&D spending was twice the OECD average) and operates agencies like
the Korea Institute for Advancement of Technology (KIAT) that fund SME innovation. However, OECD reviews
note persistent disparities between Korea’s global tech champions and its smaller manufacturers, prompting
policy emphasis on broadening technology diffusion and supporting SMEs in new sectors.

For Uzbekistan, fostering innovation requires building on nascent capabilities. The government’s Science,
Technology and Innovation Plan (2019-2021) and the establishment of IT-Parks have aimed to develop
human capital and R&D funding. An OECD review notes that Uzbek SMEs currently cluster in low-productivity
sectors, limiting their innovativeness. Experts recommend “greater support... for universities where critical
R&D research and ideation take place,” including technology mapping and R&D infrastructure like 3-D printing
labs. This suggests that encouraging applied research and linkages between academia and SME clusters (for
example in textiles or agribusiness, where Uzbekistan has strength) could generate more “opportunity-driven”
entrepreneurial innovation. Such innovation-driven strategies — including grants for product development,
subsidized certification of new processes, and facilitated partnerships — have proven effective in countries like
Germany and Korea for raising SME competitiveness. Overall, an innovation-driven growth model would help
Uzbek SMEs upgrade product lines, improve efficiency, and move into higher value-added market segments.

7 Radas, S., & Bozi¢, L. (2021). The impact of public support on SME innovation and growth in transition economies. Small Business
Economics, 56(3), 789-804.

8 Ayyagari, M., Demirglg-Kunt, A., & Maksimovic, V. (2021). SME finance: Evidence across countries. Journal of Financial Economics,
140(2), 319-340.

9 Lee, S. M., & Trimi, S. (2021). Innovation for creating a smart future. Journal of Innovation & Knowledge, 6(1), 1-8.
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Digitalization is another critical lever for competitiveness. By adopting digital tools and processes, SMEs can
access wider markets and improve their operations. OECD analysis underscores that “digitalisation can unlock
SME competitiveness, by helping SMEs access new markets and improve the efficiency of their operations”.
Examples abound: from e-commerce platforms connecting artisans to global customers, to software systems
that streamline production. During the COVID-19 pandemic, SMEs with greater digital maturity were better able
to pivot to remote work and online sales. Developed countries have launched multiple initiatives to boost SME
digital uptake. For instance, many European governments offer vouchers or tax breaks for SMEs to invest in
IT, Germany’s “Mittelstand-Digital” program provides free digital guidance, and the US SBA encourages small
businesses to use online tools and cloud services. South Korea has aggressively promoted its “Digital New
Deal,” extending broadband and supporting digital services startups.

In Uzbekistan, the recent “Digital Uzbekistan 2030” strategy signals commitment to expanding digital
infrastructure (e.g. broadband and e-government). Only a fraction of Uzbek SMEs have fully digitized their
operations, partly due to limited resources and regulatory hurdles. Nevertheless, progress is visible: for example,
as of late 2024 Uzbekistan’s first fully digital SME banking platform was launched, enabling entrepreneurs to
open accounts and get unsecured loans online (a move expected to ease financing significantly). To capitalize
on digital transformation, Uzbekistan can emulate models from advanced economies: adopt training programs
to build digital skills, subsidize adoption of e-commerce and fintech solutions, and include SMEs in national
Industry 4.0 initiatives.' International evidence shows that public-private partnerships with tech firms (like
OECD’s D4SME initiatives) can accelerate SME digital uptake. In summary, promoting digital transformation
among Uzbek SMEs — through infrastructure upgrades, education, and incentives — would enhance productivity
and market reach, aligning with global competitiveness trends (Table 1).

Table 1. Key SME Support Strategies and Their Impact in Developed Countries

Country Key Strategy Impact on SMEs
Germany Industry 4.0 training Productivity +15%
South Korea Tech-based clusters Export growth +20%
Singapore Smart Nation digital tools Digital adoption +25%
United Kingdom R&D tax incentives Innovation rate +18%

Targeted government policies are central to SME competitiveness. Governments can alleviate market
failures (e.g. financing gaps, information asymmetries) and create an enabling environment. Common policy
tools include credit guarantee schemes, subsidized loans, tax incentives, business training, and regulatory
reforms. For example, in the United States the Small Business Administration (SBA) provides loan guarantees,
management training, and support for export-oriented SMEs. In Germany, the state-owned KfW bank offers low-
interest loans for innovation and green investment, and tax credits encourage R&D. South Korea coordinates
multi-agency support: the Ministry of SMEs and Startups launched joint funding plans in 2023 to back innovative
start-ups and expand venture financing (2023 VC flows in Korea reached ~USD 7.7 trillion won, nearly on par
with pre-2020 levels). Such efforts demonstrate how aligning fiscal measures and institutional support boosts
SME competitiveness.

In Uzbekistan, various support measures have been introduced. The government reimburses fees for
business registration and provides some tax breaks for small enterprises. Policy reforms have aimed at reducing
bureaucracy and attracting investment into priority sectors. International financial institutions have thus been
involved; for example, IFC partnered with Hamkorbank in 2022 to extend USD 15 million in loans to SMEs (with
special facilities for women entrepreneurs). Yet Uzbek SMEs remain underserved: the MSME financing gap is
roughly USD 11.8 billion (about 18% of GDP).

Applying models from developed countries suggests several policy lessons. A robust credit guarantee
scheme — as used in many OECD countries — could encourage banks to lend more to SMEs. Simplified
tax incentives for SME R&D and investment (like accelerated depreciation or lower VAT rates) could spur
upgrading. Creating one-stop “competitiveness centers” (similar to Germany’s Industrie 4.0 hubs or Korea'’s
Innovation Centers) could consolidate training, advisory, and certification services in key regions. At the same
time, regulatory reforms (e.g. easing licensing or enhancing property rights) are needed to level the playing
field. As the OECD SME mapping notes, government support policies often span multiple areas (finance,
internationalization, innovation, etc.). Uzbekistan’s policies could be better tailored by integrating these

10  World Bank. (2023). SME Competitiveness in Uzbekistan: Reforming for Productivity and Inclusion. https://www.worldbank.org
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dimensions — for example, linking export training programs with digital platforms or combining vocational training
with local cluster development (see below). In sum, a holistic SME support framework — including financial
incentives, capacity-building, and smart regulation — is a proven model for competitiveness that Uzbekistan
should strengthen.

Industrial or business clusters — geographic concentrations of interconnected companies and institutions
— can amplify SME competitiveness. UNIDO defines clusters as firms that produce related or complementary
products in proximity. Clusters foster productivity by enabling firms to achieve economies of scale, share
specialized suppliers, and benefit from pooled talent and knowledge. When SMEs cooperate within a cluster,
they can undertake larger projects together, share costs on machinery or marketing, and exchange best
practices. Empirical studies in Asia-Pacific find that dedicated cluster policies (such as in Thailand’s industry
superclusters or German regional clusters) yield “additional positive effects” on MSME development beyond
general SME support. For example, Europe’s innovation cluster programs provide R&D grants and networking
for SMEs in biotech or manufacturing parks.

Uzbekistan has some nascent clusters (e.g. textile hubs in Fergana Valley, agro-processing in Namangan
or Bukhara) but without a deliberate cluster strategy. The OECD report notes that 2022 saw new Uzbek SMEs
emerging in higher-productivity sectors (trade and industry accounted for ~56% of new registrations), suggesting
potential clusters. To use the cluster model, Uzbekistan could identify priority sectors and regions and facilitate
linkages. This might involve creating special economic zones or technoparks targeting groups of SMEs, and
encouraging partnership with universities and large firms. For instance, adopting a “cluster facilitator” role,
as many OECD countries do, could strengthen supply chains and market integration for SMEs. Cooperation
platforms (cluster associations) can help SMEs jointly pursue exports or certifications. Following the UNIDO
toolkit, Uzbek policy-makers might support clusters by improving infrastructure in designated areas, and by
fostering common services (shared testing labs, design centers). In summary, clustering strategies — organizing
SMEs into synergy zones — can boost their competitiveness through collective economies of scale and learning,
a model validated in developed economies that Uzbekistan could adapt to its key sectors.

Adequate financing is a perennial constraint for SMEs. Globally, SMEs tend to rely heavily on internal funds
and often face higher borrowing costs or collateral requirements than larger firms. In Uzbekistan specifically,
only about 8-11% of GDP is outstanding in formal SME loans (versus ~17% in neighboring Kazakhstan). The
IFC reports that Uzbek SMEs face an $11.8 billion financing gap, equivalent to 18% of GDP. This is despite
MSMEs constituting over 90% of all firms and 75% of employment.

Developed-country models offer several solutions. Credit guarantee schemes (CGSs) are widely used;
for example, the European Investment Bank and national development banks backstop a portion of SME
loans, reducing lenders’ risk. Germany’s state-owned KfW routinely provides subsidized credit lines and
equity funding for SMEs (including micro-business “Microcredit Program”). The USA employs Small Business
Lending Funds and SBA-guaranteed loans for small enterprises. South Korea has specialized programs (like
KODIT’s credit guarantees and targeted funds for startups). Additionally, alternative finance is promoted: peer-
to-peer lending, factoring, and microfinance institutions supplement bank loans in many OECD countries. For
Uzbekistan, enhancing SME finance could build on existing initiatives. The IFIT report specifically recommends
establishing an angel investor network to channel equity to tech startups. Likewise, expanding Uzbekistan’s
credit guarantee fund and encouraging Islamic finance (recently regulated) can widen funding. Digital finance
platforms are emerging too (e.g. mobile banking for SMEs). Ultimately, bridging the finance gap is critical;
lessons from peers show that a combination of credit guarantees, capacity-building in financial literacy, and
innovative fintech solutions can significantly raise SME investment and competitiveness.

International markets offer growth opportunities that can greatly enhance SME competitiveness. Developed
countries often assist SMEs to export through trade promotion agencies, market information, and export credit
insurance. The OECD notes “trade and internationalisation” as a key policy area for SME scaling. For example,
the U.S. Commercial Service and Germany’s Trade and Invest agency help small exporters find overseas
partners. Clusters in advanced economies frequently focus on exports (e.g. Japanese keiretsu, German
automotive clusters). In practice, export-oriented SMEs invest in product certification, attend global fairs, and
form alliances with multinationals.

Uzbek SMEs have demonstrated consistent progress in expanding their export activities and gradually
strengthening their presence in international markets. The share of SME exports reached 22.3 % by 2021,
reflecting their growing integration into foreign trade. Although many enterprises currently focus on domestic
and regional markets, this stage provides a solid platform for further expansion and diversification. The OECD
report indicates that Uzbek SMEs are concentrated in developing sectors, which, with proper technological
and managerial improvements, hold strong potential for productivity growth and global competitiveness.
Government initiatives — including SME participation in national trade missions — continue to create favorable
conditions for international engagement. Enhancing export knowledge and streamlining customs processes
are ongoing tasks that will further strengthen SME capacity.
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The growing international cooperation, supported by successful global practices, offers Uzbekistan
valuable opportunities to deepen SME export development. Expanding export promotion programs — such
as advisory services, simplified export finance, and modern logistics — will accelerate integration into global
markets. Broader adoption of ICT tools, especially e-commerce platforms, can enable SMEs to reach new
consumers worldwide. Policy analyses also suggest that engaging the Uzbek diaspora as trade facilitators
will open new channels for export expansion. Examples from other countries — such as export vouchers and
business matchmaking with foreign buyers — demonstrate effective mechanisms that could be adapted to
Uzbekistan’s context. Furthermore, mutual recognition of standards with key trading partners would simplify
market entry for local enterprises.

Crucially, strengthening SME productivity through innovation, digitalization, and clustering will serve as
the backbone of successful internationalization. With these systemic improvements, Uzbekistan’s SMEs are
poised to integrate more deeply into global value chains and expand their market reach, transforming into
dynamic and competitive participants in the international economy (Figure 1).

s Figure 1: Key Barriers to SME Competitiveness in Uzbekistan
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Figure 1. Key Barriers to SME Competitiveness in Uzbekistan

CONCLUSIONS AND SUGGESTIONS

The preceding analysis shows that multiple complementary models can enhance SME competitiveness. In
Uzbekistan’s context, these models address distinct but interconnected challenges. First, promoting innovation
will help SMEs move up the value chain. The data suggest Uzbek SMEs currently innovate mostly “by doing,”
but lack institutional support. Policies could create incentives for product and process innovation (e.g. matching
grants for technology adoption, innovation vouchers), while building R&D linkages (for instance, university-
industry consortia). Lessons from Germany’s Mittelstand underscore the importance of incremental innovation
and long-term investment; localizing similar practices — such as lean production or design innovation in textile
and agro firms — could yield gains.

Second, digital transformation strategies must be scaled. The OECD survey emphasizes bridging the
“digital skills” gap. In practice, Uzbekistan can implement widespread digital literacy programs, subsidize cloud
and software adoption for SMEs, and strengthen e-government (which reduces red tape for businesses). Public-
private partnerships with technology companies (following the OECD D4SME approach) could bring cutting-
edge tools (like Al-driven analytics) to SMEs. The launch of Uzbekistan’s first fully digital SME banking service
illustrates the potential: as fintech grows, SMEs can obtain capital and operate more efficiently. Embedding
digitalization into other models also matters; for example, cluster networks can share digital platforms for
procurement, and innovation policies can fund loT pilots.
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Third, government support must be more coordinated and accessible. The OECD mapping of SME
policies highlights five focus areas, including finance and internationalization, which align with our categories.
Streamlining support — for example, creating an “SME Competitiveness Fund” that integrates grants, loans,
and advisory services — could help. Ensuring that policies reach all regions (urban and rural) is also key,
given the survey evidence of disparities. Furthermore, learning from South Korea and Germany, Uzbekistan
might establish a centralized SME agency to coordinate innovation, export, and financing programs under one
umbrella.

Fourth, clustering should be used deliberately. Uzbekistan’s geography and sectoral strengths suggest
cluster potential (e.g. silk textiles around Bukhara, cotton processing near Namangan, agrofoods in
Surkhandarya). Policymakers could designate special economic zones or technology parks that function as
clusters, drawing on UNIDO’s guidance on sectoral focus and shared services. These clusters would benefit
from government investment in infrastructure (roads, broadband) and in training programs targeted to the local
industry’s needs. Success depends on engaging firms: cluster initiatives must encourage SMEs to cooperate
(for example, co-investment in a quality-testing lab for agricultural exports). Over time, well-designed clusters
can attract foreign direct investment that integrates local SMEs into global value chains.

Fifth, expanding access to finance represents one of the most promising directions for strengthening SME
growth in Uzbekistan. While current credit penetration levels remain modest compared to regional benchmarks,
this also signals significant untapped potential for financial inclusion. Addressing this area calls for a balanced
approach encompassing both supply and demand measures. On the supply side, the expansion of credit
guarantee mechanisms — with potential partnerships involving ADB or EBRD — can effectively mitigate lending
risks and stimulate banks’ willingness to finance SMEs. On the demand side, enhancing SME creditworthiness
through targeted financial literacy programs and simplified accounting practices will enable entrepreneurs to
present stronger business cases for lending. Furthermore, the diversification of financing instruments holds
great promise: promoting venture capital through favorable tax policies and developing emerging crowdfunding
platforms can inject innovation into SME funding. The IFC—Hamkorbank initiative in 2022, which provided
women-focused SME loans, stands as a successful model that can be replicated across the banking sector.
Simultaneously, integrating microfinance institutions and online SME lending platforms will help reach smaller
enterprises and expand financial access nationwide.

Finally, advancing SME internationalization serves as a unifying component that connects all development
models. Innovative, digitalized, and financially supported SMEs are best positioned to enter global markets.
The Uzbek government continues to create favorable trade conditions through standard harmonization and
streamlined customs procedures, supporting export-oriented growth. Promoting success stories of local SMEs
entering Eurasian and other markets through improved quality and branding can motivate broader participation
in global trade. Leveraging diaspora networks as strategic partners — similar to successful practices in Russia
and China — will further enhance international connections. Ongoing structural reforms, including privatization
and land market liberalization, are gradually leveling the playing field and unlocking additional capital for private
sector expansion. Altogether, the coordinated implementation of innovation, digitalization, targeted support,
clustering, finance, and export development forms a comprehensive competitiveness framework. Uzbekistan’s
recent reforms have laid a strong institutional and economic foundation, and their consistent realization will lead
to a more dynamic SME sector that drives employment, productivity, and long-term sustainable growth.
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