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APPROACHES TO ENHANCING THE
EFFECTIVENESS OF GOVERNMENT SUPPORT
FOR SMALL BUSINESSES IN THE REGION

Madraimova Marxamat Raximberganovna
Lecturer at the Department of Business and Management
Urgench State University named after Abu Rayhan Beruniy

Abstract: This article analyzes the ways to effectively organize and develop the mechanism of state support for small
businesses, economic development, and job creation in 2010-2025, measures aimed at ensuring real per capita incomes
and economic stability, using the example of Khorezm region.

Key words: entrepreneurship, gross domestic product, labor productivity, market economy, small business and private
entrepreneurship.

INTRODUCTION

Small business represents an important component of the economy and has a significant impact on
increasing employment and competitiveness. In developed countries, mechanisms for supporting small
businesses constitute one of the priority directions of economic policy. Global experience demonstrates that
a substantial share of gross domestic product in developed economies is generated by small and medium-
sized enterprises (SMEs). For instance, in the countries of the European Union, SMEs account for more than
99 percent of all enterprises and create millions of jobs. In Uzbekistan, support for small businesses has
also become a priority area of state policy in recent years. Tax incentives, credit programs, export promotion
measures, and the expansion of digital services contribute to improving business efficiency.

The economic environment created by the state is considered one of the key factors for the effective
functioning of small businesses. During a meeting with representatives of small and medium-sized enterprises
held on March 19, 2025, the President of the Republic of Uzbekistan, Sh.M. Mirziyoyev, emphasized that:
“Supporting entrepreneurship is our strategic path. The faster entrepreneurship develops, the stronger our
country becomes and the more prosperous our people will live.” In particular, the Ministry of Economy and
Finance of the Republic of Uzbekistan, along with other authorized institutions, is implementing comprehensive
measures aimed at developing entrepreneurship.

REVIEW OF LITERATURE ON THE SUBJECT

In recent years, this topic has been studied by a number of researchers, experts, and international
organizations in the fields of economics, political science, and regional development. Methods and literature
analysis: In the course of the research, legislative documents related to state support for entrepreneurial activity
and statistical data were analyzed.

In addition, a survey was conducted among business entities, in which 500 entrepreneurs participated.
Within the framework of the study, foreign experience in supporting entrepreneurial activity was also examined.
There are numerous scientific studies devoted to the issues of state support for entrepreneurship in Uzbekistan.
In particular, A. Abdullaev investigated the improvement of crediting mechanisms for entrepreneurial entities.
F. Egamberdiev examined the impact of tax incentives on entrepreneurial activity. N. Yoqubov analyzed certain
aspects of state policy in the field of small business and private entrepreneurship. Among foreign researchers,
D. Smallbone conducted a comparative analysis of different models of state support for entrepreneurship. A.
Lundstrém and L. Stevenson studied the role of the state in the formation of entrepreneurial ecosystems.

According to McKinsey research, companies that utilize digital ecosystems can reduce their costs by up
to 30 percent. E-commerce platforms facilitate the entry of small businesses into international markets. Export
promotion mechanisms such as assistance in certification processes, compensation of logistics costs, and
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consultations on foreign markets enhance the competitiveness of small enterprises. At the same time, in order
to improve support mechanisms, it is necessary to reduce bureaucratic procedures, increase the transparency
of information systems, and strengthen communication with the business community. International experience
shows that the effective implementation of these processes has been confirmed in numerous studies.

RESEARCH METHODOLOGY

The research is based on the analysis of secondary data obtained from official statistical reports, legislative
documents, and international studies, as well as primary data collected through a survey of 500 entrepreneurs.
The collected data were processed using comparative, trend, and descriptive statistical methods, enabling
the evaluation of regional differences, identification of patterns, and assessment of the effectiveness of state
support mechanisms.

ANALYSIS AND RESULTS

State support for small businesses plays a crucial role in promoting economic development and creating
employment opportunities. In order to effectively organize and improve these support mechanisms, several
approaches can be implemented, which include the following:

1. Tax incentives and grants. Providing tax incentives and grants is an important instrument for supporting
small businesses. Such measures help stimulate entrepreneurial activity and reduce the financial burden on
business entities. For instance, tax incentives allow small enterprises to reduce operational costs and allocate
more financial resources for business development and expansion.

2. Preferential credit programs. Preferential credit programs represent an important financial source for
small businesses. Concessional loans provided by the government enable entrepreneurs to expand their
activities and implement new business projects. The effective organization of these programs contributes to
improving the financial stability of small business entities.

3. Educational and consulting services. Educational and advisory services also play a significant role
in supporting small businesses. Training programs, workshops, and seminars organized by the state help
enhance entrepreneurial capacity. Through such initiatives, entrepreneurs can develop their knowledge and
skills, thereby increasing their competitiveness in the market.

4. Elimination of administrative barriers. The removal of administrative barriers is essential for the
development of small businesses. Government reforms should aim to simplify administrative procedures and
facilitate entrepreneurial activity. Such measures create a more favorable business environment and positively
influence the growth of small enterprises.

5. Implementation of innovative programs and technologies. The introduction of innovative programs and
modern technologies is another important direction in supporting small businesses. The government should
assist entrepreneurs in adopting innovative solutions and advanced technologies. This, in turn, increases
productivity, improves operational efficiency, and strengthens the competitiveness of small businesses.

As a result of state support measures, the total income and, accordingly, the real income levels in
our region, particularly in the Khorezm region, have been steadily increasing in recent years. This can be
considered a positive outcome, as the growth of these indicators demonstrates the effective functioning of the
support mechanisms mentioned above. Table 1 below presents the total income of all regions of the Republic
of Uzbekistan for the period 2010-2025 (Table 1).

Table 1. Total Income of the Republic of Uzbekistan in the Period 2010-2025
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Table 1 presents the total income of the Republic of Uzbekistan for the period 2010-2025. The figures
shown in the table reflect the overall economic growth of the country. From 2010 to 2025, the total income of
the Republic of Uzbekistan increased from 2,192.8 million UZS to 25,892.2 million UZS, which indicates the
stability and sustainability of economic growth. In the Khorezm region, total income increased from 2,105.3
million UZS in 2010 to 24,259.8 million UZS by 2025. This demonstrates that the region’s economic indicators
grew approximately 11.5 times during this period.

In general, the economic indicators of Uzbekistan and its regions have shown steady growth over the
years. The Khorezm region has also strengthened its position in this process and plays an important role in the
country’s economic development. The continuity and stability of economic growth are closely related to state
policies and economic reforms, which is clearly confirmed by the data presented in the table.

Figure 1 below presents the real income per capita of the population in the Khorezm region (Figure 1).
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Figure 1. Real Income per Capita of the Population in the Khorezm Region

According to the data presented in Figure 1, the economic indicators of the Khorezm region are reflected
over the years. The growth rate, which was 121.2% in 2010, declined to 104.1% in 2015. This indicates that
certain periods of economic slowdown were observed during these years.

Beginning in 2016, economic growth rates started to increase again, reaching 118.4% in 2017. However,
in 2018 and 2019 the growth rates declined to 109.1% and 102.8% respectively, suggesting the existence of
certain challenges in maintaining economic stability. In 2020, the economic growth rate fell to 97.3%, which can
largely be explained by the impact of the COVID-19 pandemic and global economic difficulties. In 2021, growth
increased to 116.1%, although it slightly decreased again to 111% in 2022. In 2023, the indicator declined to
92.7%. Nevertheless, the increase to 104.7% in 2024 and 106.5% in 2025 demonstrates ongoing efforts aimed
at restoring economic stability in the region.

In recent years, particularly during 2024—-2025, priority attention has been given to state support for
entrepreneurial entities in the region. The State Fund for Supporting Entrepreneurial Activity under the Ministry
of Economic Development and Poverty Reduction has provided financial assistance exceeding 15 trillion UZS
to more than 46,000 entrepreneurial projects.

During the period 2010-2014, the employment rate remained relatively stable, increasing from 63.2%
to 65%. The growth of economic activity and the creation of new jobs during this period contributed to the
improvement of employment indicators. In 2020, the employment rate decreased to 63.7%, which was largely
influenced by the pandemic and related economic challenges. In 2021, employment increased again to 64%,
while in 2024 the employment rate reached 66.2%, and in 2025 it further increased to 66.8%. Changes in
employment levels are closely associated with the dynamics of economic activity and job creation. The creation
of new jobs and the implementation of economic reforms play an important role in improving employment levels.

CONCLUSIONS AND SUGGESTIONS

From a theoretical perspective, state support for small business and private entrepreneurship (SBPE)
entities represents one of the instruments through which the government regulates market relations. In our view,
several important aspects should be taken into consideration when implementing this process. In particular, the
main objective of support mechanisms should be aimed at increasing marginal social benefits at the societal
level, enhancing the competitiveness of business entities, ensuring innovative development, achieving Pareto
efficiency in the use of resources, and continuously improving the welfare of the population. Based on these
objectives, the following directions can be proposed:

- First, the economic support provided to business entities should be implemented within limits where
marginal social benefit exceeds marginal social cost (MSC). This ensures that state intervention contributes to
overall social welfare and promotes efficient resource allocation;

- Second, the lower boundary of state support for business entities should be short-term, targeted, and
provided at an optimal level. In our view, excessive state intervention in business activities may contradict market
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mechanisms, negatively affect the competitiveness of enterprises, and hinder their innovative development.
Therefore, government support for business entities should be implemented selectively and primarily during
the start-up stage of enterprises, when businesses are most vulnerable and require initial support to enter the
market successfully.
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