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Increasing the financial capacity of the country and its regions and making sensible use
it helps to enhance society in addition to resolving issues related to technical advancement.
v turn, the growth of the social sphere guarantees both an acceleration of the national
economy's technological advancement and a rise in the population's standard of living.
Thus, in light of the previously mentioned factors, it is imperative to investigate the
financial potential for strengthening the regional and national economies' structural
frameworks, analyse its constituent parts, categorise its financial potential for structural
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changes, and examine the interactions between these factors and the strengthening of the
regional economy's structure.

2 Literature review

In the tutorial “Finance and Taxes” published under the general editorship of Professor
B.A. Khasanov, financial potential is interpreted as a result indicator of financial
a source of the economic structure improvement [1].

is a complex system with its own components (elements and organizers),
management largely depends on how well this system is investigated” [2
of this researcher regarding the systematic description of the potential,
potential is a system with a complex structure characterized by the a
opportunities and abilities.

The financial potential of the region, which is an essenti
financial system and is used to solve the complex socio-e
particular importance in terms of using the potential of a ¢

In particular, the researcher J. Ergashev interpre
“Formation of a general mechanism for regulatin
of the economic and financial capabilities of the r
budget” [3 ]

utual integration

ion represents “a set of
accumulated ﬁnanc1a1 resources expre
entity can allocate in order to ensure th

In his research, Kh. Kobulov dlstlng
content of the financial pote
and reserves, the collectio

he International Monetary Fund projects 3.1% growth in the world economy in 2023. The
orld economy has grown as a result of a number of factors, including China's fiscal
ulus, the US economy growing faster than anticipated, and lower inflation that hasn't had
a major effect on unemployment in many nations. Meanwhile, worldwide trade experienced
its worst rise in half a century, according to the World Bank.

In 2024, as a result of maintaining relatively high interest rates to reduce inflation and
cutting fiscal support costs against a high debt level, economic growth will be around 3.1%
in 2024. Global inflation is expected to fall to 3.7% in 2024 and 3.4% in 2025.
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Fig. 1. Changes in the composition of the GDP by sectors in Uz
Source: Developed in reliance upon the data of the Statistics Agency unde
Republic of Uzbekistan.

GDP growth in Uzbekistan constituted 6.0% i#2023. As a driver of growth, investments
increased by 22.1% and reached 30 billion U i ct investments and loans
increased by 56.2% and amounted to 14.2 billio g to preliminary data, the
negative balance of the foreign trade bala P accounted for 5.1% and
ow, changes are taking place
aecially in the period 2000-2023, the
case, while agriculture from 34.4%
can witness such trends as a case of Tashkent,
of the analysis. According to the preliminary
ashkent region's gross regional product was
egion's manufactured industrial products were
: Volume of completed construction work accounted for 14.3

valued at 105.8
trillion UZS.

composition of the Tashkent region's gross regional product has positively
resultgof the systematic efforts put in place to enhance interbudgetary

at small businesses, which are crucial for raising the revenue base of municipal
budgets and enhancing population well-being, will account for 50% of GDP. (Fig. 2).
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Fig. 2. The dynamics of changes in the industry structure of t|
region between 2016 and 2030. Source: Developed by t
Economy and Finance Department of Tashkent region.

s of social and economic
product—which accounts
ZS. By 2030, the amount
eeing budget independence and
gbout 1.5 times from its current level

The examination of the Tashkent region's p
development indicates that, by 2030, the region'
for 76 million UZS per person—is lik

a financial potential organizer—will hav¢
to surpass 52 trillion UZS. Up_uatil 2030,

Tashkent region.

2025 2026 2027 2028 2029 2030

131499.2 148 978.7 171 101.0 197 574.7 227 641.8 263 241.0

113 746.8 125 061.2 137 546.1 155 121.0 1864954 | 226708.5 273 426.0

29451.1 31 142.1 33095.1 35395.1 38096.6 41 266.0 449845 49351.2

Capacity
of services
billion
Uzs
Constructi
5. "Eim‘;rfs 13048.0 | 143522 15763.3 173357 | 19058.8 | 21165.9 | 23747.1 | 26959.9
Uzs
Volume of
investment
6. s 36713.9 | 38310.1 39807.2 | 413424 | 44061.1 | 46819.4 | 49639.1 | 524868
billion
Uzs

318814 39029.5 47 660.4 58286.3 71 086.0 86 488.7 105 498.2 129 779.6
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Export,mln
. USD.
Local
budget

8. revenues 5866.2 6999.5 7 404.2 7794.2 85325 9094.0 9957.0 112159
billion
UZs
Local
budget

expenditur

es
billion
UzZs
Unemploy
10. ment rate 8.5 8.2 8.0 7.7 7.5 73
%

New jobs

11. created 59 146.0 62 691.0 64 052.0 66 704.0

thousand

1124.0 1292.6 1486.5 1709.5 1965.9 2260.8 2599.9 2989.9

5866.2 6999.5 7404.2 7794.2 8532.5 9094.0

68 356.0

40].
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Department of Jizzakh region.

Even though the Jizzakh region's gross regional product increased to 3.3% of the nation's
)ss domestic product, the region's gross regional product structure does not reflect current
economic development trends. For example, the region's high share of agriculture in GDP
remains, and the region's industrial raw material base notwithstanding, the region's share of
industry is only 13.3%. Furthermore, the rate of development of the service sector is also
unsatisfactory given the circumstances (Fig. 3).

The Jizzakh region's budget's self-coverage is currently unsatisfactory; in 2023, it
constituted 59% of the total budget, and by 2030, it is anticipated that the region's local budget
will have 98% of its coverage (Fig. 4).
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Further examining the Syrdarya region, the i
indicate that the region generated a gross regional product of 2 1:549.9 billion UZS in 2023.
Similarly, investments in fixed capital amounted t
turnover reached 849.6 million USD. Additionally,
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Fig. 5. Changes in the industry structure of the gross regional product of Syrdarya region between
2018-2023,%. Source: Developed by the author in reliance upon the data of the Economy and Finance
Department of Syrdarya region.

Investments are widely recognised as a critical factor in bolstering the financial capacity
of local governments, advancing the sustainability of local budgets, broadening the revenue
base, and enhancing the welfare of the populace. Upon analysing the investments allocated
to the Syrdarya region in the subsequent years, it becomes evident that the predominan

the region are designated for industrial projects. There is potential for an observe
the magnitude of investments allocated to the agricultural sector in the years

|

100.0 120.0

20.0 40.0

m agriculture other
Fig. 6. Indicators of investment de rya region,%. Source: Developed by the author
in reliance upon the data of the ce Department of Syrdarya region.
The volume of inves; S ice sector has decreased by about 4.5 times

with the development of the service sector

2023 2024 2025 2026 2027 2028 2029 2030
192218 21 049.0 231324 25 826.2 31937.1 36 360.0 41 897.6 49 100.5
79.5 80.4 81.4 82.4 83.4 84.4 85.4 86.4
Industrial o
. billion
production UZS 13 683.9 16 195.2 19233.0 23692.3 363725 43387.2 524422 64 111.0
volume
Volume of billion
agricultural UzSs 127134 13137.5 13 596.3 14 115.8 14703.5 15 360.5 16 075.0 16 850.,6
products
6. Capac'lty of billion 13 478.6 14 476.0 15 880.2 17611.1 19759.6 22 644.6 26267.7 308383
services uUzs
Volume of billion
7. constructio UzSs 34292 3586.9 3755.5 39433 41523 43806 4634.7 4922.1
n work
Volume of o
. billion
8. investment UZS 13 478.6 14 476.0 15 880.2 17611.1 19759.6 22 644.6 26 267.7 308383
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9. Export min. 340.5 360.1 380.3 401.6 417.4 485.4 616.0 787.3
USD
mln.
10. Import 492.5 470.4 4254 4335 436.4 402.3 385.4 360.3
UsD
Local o
billion
11. budget UzZs 1463.6 15325 16049 1681.0 17612 18455 19342 2027.6
revenues
Local
12. budge?t billion 2657.7 26577 27915 2976.8 31745 33853
expenditur uzs
es
13. Unemploy- % 82 7.4 63 59 49 4.0
ment rate
14. New jobs thousand 87596 89572 91625 93763 95995
created

the republic create the following opportunities:
- Indicators of socio-economic development of the regions
in particular, the per capita output has different values in t

local budgets remains low.

This, in turn, enables put forward an importa
of regions, improving inter-budgetary relations
industry structure of the regional economy.

sifying financial potential
e extent on changing the

According to the calculations of e ic Reforms and Research,
economic growth in Uzbekistan in 2024 st.fo be around 5.8%. In this case, the growth
of population consumption and investme gt and 7.6% respectively [8].

The consolidated budget ds ear 2023 was 58.1 trillion UZS, which
corresponds to 5.5 percent off5 ounted to 379.2 trillion UZS, while revenues
for the consolidated budg .1 trilli ZS. Nominal GDP increased by an average
of 23.4% annually from ilg,Consolidated budget revenues and state budget
revenues increase . d 31.2%, respectively. The consolidated budget revenues

experienced a g 23% in 2023, which was lower than the nominal GDP growth
ydget revenue growth was 14.8%, which for the first time
growth. It is anticipated that budget revenue growth
nominal GDP growth (22.1%) in 2024 [7]. Furthermore, upon
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Fig. 7. Execution of state budget revenues in 2023. So : inistry of Economy and
Finance of the Republic of Uzbekistan.

04.4%), and the Republic of
y ment rates. These analyses provide
ent of regional economic structures warrant
ia of its constituent parts, the overall financial
onal economy as a component of the national

The regions of Surkhandarya (10
Karakalpakstan (103.5%) exhibited the
evidence that issues pertaining

uting to the impending fragility of the local budget system, under the
tax payments are made to the budget system. Based on the analysis, it can
at in 2023, 87% of the state budget revenues were generated from the profit
m the value-added tax, and 90% from the excise tax. This situation necessitates
a reevaluation of the correlation between enhancing financial capacity and restructuring the
onomy (see Figure 7).
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Fig. 8. Growth of value added in the production indus
Economy and Finance of the Republic of Uzbekistan.

The financial viability of businesse
supplementary value through the produ
The financial potential of enterprises is
liability, dividend disbursemen

of consumer-preferred goods.
a direct manner by profit margin, tax

Gross demand 4 Ie on the financial capacity of households and
individuals, whi tantial effect on the magnitude of the domestic market. The
axes, interest payments on bank deposits, dividends on
in mutual funds and investment funds, and pension and
ise this potential. It is crucial to differentiate between the financial

10
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Fig. 9. Changes in gross savings ratios in Uzbekistan,?
and Finance of the Republic of Uzbekistan.

gible financial resources that
ementary expenses. Unlike utilising
internal financial resources,
mobilisation and utilisation ) ds involves substantial financial risks. When
ic conditions, the financial situation of
exacerbated. Concurrently, the capacity of
businesses and hou 2 DUt quantities that are economically justifiable is a
critical determin; ing their swift progress and financial stability [8]. Hence, it
gess as a fundamental constituent of the financial potential
°ss, which denotes the financial viability of organisations,
edit history, or the outcomes of their borrowing activities. The
components of the financial potential of the structural
f the national economy, as viewed through the lens of formation sources:
ories are included: post-tax profits of enterprises, depreciation, taxes
o the budget system, payments by state-owned enterprises to the budget
the banking system, household savings, investment and pension fund
nal financial market debt instruments, microfinance organisation resources,
ial market and world banking system resources, and loans attracted from
international financial institutions.

The fundamental component of the financial potential for structural transformation of the
ional economy consists of the after-tax profit of enterprises. Sustained growth of
enterprise profits guarantees both the preservation of natural resources and the ongoing
expansion of their potential. Hence, strategies aimed at increasing the gross domestic product,
encompassing sectors of the economy that rely on innovation, are regarded as concurrent
efforts to broaden the nation's financial capacity. Procurement of manufactured goods,
quality enhancement, and delivery optimisation, including the expansion of delivery to
international markets, are critical factors in securing medium-term profit growth and
increasing the financial potential of organisations. Investments made with the company's

11
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profits in an efficient manner establish the necessary circumstances to facilitate the expansion
of its financial potential over the long term. A crucial aspect of the formation of financial
potential that increases enterprise profits and structural change in the national economy under
the current circumstances is the expansion of product types and innovative activities, which
are reflected in the use of cutting-edge technology and advanced equipment, including digital
technologies [11].

As a component of the financial capacity of the local and national economy, depreci

generate circumstances that elevate the worth of depreciatio
potential.

It is common knowledge that taxes and levies entering
during the budget year, but the formulation of the financi
the national and regional economies is directly rela
term dynamics. The stable expansion of the tax b@i¢ and, conseguently, the augmentation of
tax revenues to the budget system are continge ined development of the
economic system [10]. It should be noted tha direct and indirect tax
collections is determined by economic

As a result of macroeconomic ins overnment may experience a
ousehold incomes and, consequently,

“@o achieve this, a scientifically grounded proposition is put forth to establish
regional "smart centres" in every region and enhance the financial capabilities of the areas.
e proposal is accompanied by the responsibility of formulating recommendations.
2.To ascertain the dependability of research, comparisons were made between the
neighbouring regions of Syrdarya, Jizzakh, and Tashkent, which are distinct in terms of
production potential and resource availability. Based on the findings of the study, the regions
possess a resource potential of It is beyond reproach that it is not in use. In this context, it is
judicious for the government to formulate strategies and plans for implementation in order to
maximise the utilisation of the available resources in these areas.

3.3. While an excessively high tax burden may temporarily bolster the financial strength
of state structures, it substantially dampens the incentive for business structures to augment

12
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production and sales within the framework of substantial tax payments to the budget system.
This, in turn, soon causes the local budget system to become precarious. Based on the
analysis, the profit tax will contribute 87% of state budget revenues in 2023, followed by the
value-added tax (87%), and the excise tax (90%); this necessitates a reevaluation of the
correlation between enhancing financial potential and restructuring the economy.

4.The analysis reveals that gross savings, which is regarded as a significant source of
investment financing and intensifying financial potential, has experienced some neg

2020, a decline has been noted. A comparable trend is observed in the reductiii
domestic savings, which plummets from 26% of GDP in 2010 to 22.4% by 2022.

and regional levels.
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