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BROAD ATTRACTION OF
INVESTMENTS AND INCREASE
THEIR ATTRACTIVENESS

ON THE BASIS OF
DIVERSIFICATION OF SMALL
BUSINESS ACTIVITIES

Otajanov Umid Abdullayevich
Professor of Tashkent International University
of Financial Management and Technology, doctor of Economics

Abstract: This article explores the strategic approach to expanding investment engagement and increasing their
attractiveness by diversifying small business activities. This study explores various diversification strategies involving
product, market and geographic diversification and assesses their effectiveness in attracting investments. Analyzing
applied research and empirical data, the article demonstrates how diversification can lead to increased financial stability,
increased investor confidence, and a more robust small business sector.

Key words: small business and private entrepreneurship, Hirschman Index, small business diversification, investment
appeal, financial stability, investor confidence, economic growth, innovation in small business.

Annotatsiya: Magola kichik biznes faoliyatini diversifikatsiya qilish orgali investitsion faoliyatni kengaytirishni va uning jozi-
badorligini oshirishdagi strategik yondashuvni o‘rganadi. Ushbu tadgigot mahsulot, bozor va geografik diversifikatsiyani
o'z ichiga olgan turli xil diversifikatsiya strategiyalarini o‘'rganadi va investitsiyalarni jalb gilishda ularning samaradorligini
baholaydi. Amaliy tadgigotlar va empirik ma’lumotlarni tahlil gilgan holda, maqola diversifikatsiya ganday qilib moliyaviy
barqarorlikni oshirishga, investorlarning ishonchini oshirishga va kichik biznes sektorini yanada kuchlirog qilishga olib
kelishi mumkinligini ko‘rsatadi.

Kalit so‘zlar: kichik biznes va xususiy tadbirkorlik, Xirshman indeksi, kichik biznesni diversifikatsiya qilish, investitsion
joziba, moliyaviy bargarorlik, investor ishonchi, igtisodiy o‘sish, kichik biznesdagi innovatsiyalar.

AHHOTauus: B gaHHon ctatbe ncenenyetca cTpaternvyeckni noaxon K pacluMpeHnto MHBECTULMOHHON akKTUBHOCTU U
NOBbILLEHNIO UX MPUBEKATENBHOCTI 3a CYET AnBepCcUdrKaLmnm eaTenbHOCT Manoro 6usHeca. B aTom uccnegosaHum
M3y4arTCA pasnnyHble cTpaTernm anBepcuurkaumm, BknovaroLmne NPOAYKTOBYH, PbIHOYHYIO U reorpaqueCKyro aneep-
cuprkaumio, 1 oueHnBaeTca nx aPEKTUBHOCTb B MPUBIEYEHNN UHBECTULINIA. AHanmsmpyﬂ npukKnagHble nccrnenoBaHnsa
N aMNUPUYECKME OaHHble, B CTaTbe NoKasaHo, Kak anBepcudmrKkaLms MOXET NPMBECTU K NOBbLILLIEHNIO (PUHAHCOBOW CTa-
OMMbHOCTU, NOBbILLEHNIO 0oBepua NHBECTOPOB U bonee yCTOVI‘-WIBOMy CEeKTOpy manoro Gu3Heca.

KritoueBble cnosa: Manbiin GU3HEC U YacTHOE NPeAnpPUHUMATENBLCTBO, MHAEKC XMpLUMaHa, AMBepcuduKkaLms Mmanoro oums-
Heca, MHBECTULMOHHASA NpUBIeKaTenbHOCTb, (DMHAHCOBAsA YCTOMYMBOCTb, AOBEPME MHBECTOPOB, SKOHOMUYECKUI POCT,
WHHOBaUMX B Manom 6msHece.

INTRODUCTION

In the current conditions of globalization, it can be seen that in the economy of many countries the share
of small business and business activities is increasing, rather than large enterprises. Because the theoretical
paradigm, in which the ownership of capital grows in the middle of constantly merging enterprises and firms
with a high share of the state over the past period, has not found its practical confirmation. In small enterprises
of industrialized countries, an increase in the share of workers and production was found. Structural changes
in the organization of production confirmed the reassessment of the role of small businesses. The emergence
of new small enterprises began to be seen as the main source of growth in jobs, wage income and, as a result,
prosperity. Most small and medium-sized enterprises play a large role in the economy, especially in developing
countries.

From experience, it can be seen that in 2023, the share of small business and private entrepreneurship in
our national economy in GDP was 51.2%. This makes up the bulk of the share of small business and private
entrepreneurship in many developed and developing countries, not only in the Republic of Uzbekistan, and is
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an important contributor to job organization and global economic development. Studies show that small and
medium-sized businesses in different countries produce between 33% and 67% of GDP.

Small business entities account for 90% of business and more than 50% of employment worldwide and,
according to official data, contribute up to 40% of national income in developing countries. These figures are
observed to be even higher when informal small and medium-sized enterprises are included. It is estimated that
600 million jobs will be needed to absorb the growing global workforce by 2030".

This makes the development of small and medium-sized businesses a priority for many countries around
the world. In developing countries, a large proportion of official jobs are created by small and medium-sized
enterprises, and they make up 7 out of an average of 10 jobs2. However, studies show that even in developed
countries, limited financial opportunities are the main factor that prevents the development of small and medi-
um-sized businesses.

A. from foreign scientists in the direction of economic sectors on the basis of structural changes in the
activities of small business and private entrepreneurship. Smith 1, Y.A.Schumpeter ¥, E.Dachmen ¥, E.Yosh-
inara ©, R.F.Hebert 1, J.Atkinson, D.J.Storey ©¥, R.Swedberg ), R.M.Hodgetts "%, A.Szirmai, W.A.Nuade ",
J.B.Sey '@ and others have done scientific research.

Issues within the scope of the research topic were also discussed by economists-scientists of the CIS
countries. A.Rube ¥, |. Ansoff ['4, O.V.Komarova, T.A.Salamatova, D. Ye. Gavrilov ['%, V.G.Basareva !, Milo-
slavskaya '], M.M.Barmuta, N.V.Volkova, S.A.Gavrilenko " and others have been seen in research work.

A number of scientists have conducted scientific research in the study of small business and private entre-
preneurship in Uzbekistan. In their works, they based the factors affecting small businesses on the development
of small business and private entrepreneurial activities, based on foreign experience. It is in the direction of
S.S.Gulomov ", B.Yu.Khadiyev, B.T.Salimov, S.K.Salayev 2%, U.V.Gafurov, O.A.Aripov 2, M.M.Ibragimova 22
and other Economist scientists have done much scientific research.

While many of the above scientific research works have contributed to the development of the activities of
small business entities, improving their efficiency, and contribute to the development of the industry, according
to the current principles of globalization and diversification of the economy, competitiveness, taking into account
the diversity of population consumption, the issues of improving the efficiency of small business entities based
on diversification, determines the need to conduct research within the framework of the topic.

The study used methods of systematic approach, comparative and logical analysis, statistical analysis,
economic-mathematical, factor analysis, sampling observation methods, multifactorial econometric analysis
methods of generalization, processing, analysis-synthesis and forecasting. In particular, the following indica-
tors are used to determine the level of efficiency of small business entities based on diversification of industrial
production?:

1. The absolute level of diversification is defined as the total amount of technologically unrelated net-
works. To cite its full characteristic, the amount and share of the main production networks (in the total
amount of networks by Enterprise), vertically integrated networks, vertically non-integrated networks
are indicated.

2. An integral indicator of the diversification of production — the number of branches (or directions of
economic activity) and their contribution are taken into account in the formation of monetary income of
the enterprise. Such an indicator can be determined using the Herfindal-Hirschman Index (HHI), i.e.
concentration level:

HHI =) B’ (1)
i=l1

here, B, — small business entities share industrial production in the structure of a commaodity product i-the share
of the network, n — the number of networks.

1 Improving SMEs’ access to finance and finding innovative solutions to unlock sources of capital. https://www.worldbank.org/en/topic/
smefinance

2 Small and Medium Enterprises (SMEs) Finance. https://www.worldbank.org/en/topic/smefinance

3 Babaes B.1O., YepHopyk A.A. [lnBepcrdmkaums kak MHCTPYMEHT ynpaBreHns pa3BuTrem npeanpusaTus.
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The integral indicator of the diversification of production can be calculated using the coefficient of accumu-
lation of networks:

100

S BN, -1).
i1

K=1 2)

here, N, —in a row of a certain order, i is the serial number of the network (the network with the largest share in
the composition of the goods product is assigned the 1st color, the network with the smallest share is assigned
the last color).

From these cited opinions, it can be concluded that diversification is a continuous process aimed not only
at the formation of strategically stable socio-economic development of urban, but also rural areas, as well as at
ensuring the current competitive advantage of sectors of the economy.

World experience shows that small business is an important component of the economy of the region,
which is an important factor in the direction of specialization and the level of economic development, the
socio-economic stability of the country, allowing to reduce the territorial unevenness in economic terms. It
is known that where small business is developing, the contribution of the middle class, the initiative of the
population and the responsibility of people for the results of their labor is growing. Small business performs a
number of social functions in places, provides employment of the population, ensures the growth of the income
and budget system. Small business has manifested itself as the main source of innovation, making a signifi-
cant contribution to the development of production in technically advanced industries and in all sectors of the
economy (Table 1).

Table 1:
Indicators 2000 2005 2010 2015 2020 2021 2022 2023 Change from 200 years in 2022 (-,+)

GDP 31,0 382 608 646 557 549 518 51,2 20,2

Industry 129 10,0 266 406 279 270 259 269 14,0

Construction 384 509 525 66,7 725 725 715 74,5 36,1

Employment 49,7 648 743 779 745 745 739 741 24,4

Export 10,2 6,0 13,7 27,0 205 200 296 290 18,8

Import 228 33,7 358 445 51,7 453 494 497 26,9
Source: author’s development based on the data of the statistical agency under the president of the Republic of
Uzbekistan

In 2023, the share of small business and private entrepreneurship in GDP was 51.2%, and this is equiv-
alent to 54.9% in the past 2019, and the decrease in the share of small entrepreneurship in GDP is explained
by an increase in the share of large enterprises. With a focus on Table values, the share of industrial output by
small business entities in production was 26.9%, up 14.0% from 2000 in 2023. The highest rates of share in
the economy sectors are in the employment and construction sector, and can be observed at 74.1% and 74.5%
respectively in 2023. This, in turn, requires a broader study and deeper analysis of industrial production, with
the aim of developing the activities of small business entities and improving the production of industrial products
in the structure of sectors of the economy.

To do this, it is advisable, first of all, to study its content, activity on small business and private entrepre-
neurship. In foreign literature, a huge number of definitions are given on the concept of “business”, in which it
is argued that the history of the entire development of mankind, society, in one aspect or another has always
been associated with business.

Bank credit is of particular importance in financing small business enterprises and their implementation.
Because for the implementation and development of projects, in the first case, funds will be needed. One of the
main ways to get such funds is to get a loan. The study now focuses on the current state of the small business
sector in Namangan region and the taxing of the investments it is targeting in the sector (Figure1).
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Figure 1: Share in the volume of investments in fixed capital in 2015-2023 by sources of financing of small
businesses

Focusing on the dynamics of the data presented in Figure 2, it was observed that the share in the volume
of investments in fixed capital in total small business financing sources in the Republic of Uzbekistan increased
by 9.6 percent in 2023 compared to 2015. This is a sign that the scale of investment in our country as a whole
has increased. But in 2022 it was down 2.6% from 2019. Its share in the volume of investments in fixed capital
in sources of financing of small businesses in the Namangan region increased by 9.9% in 2023 compared to
2015. With an increase of 52.8 percent, one can see positive results compared to the average value of the
Republic of Uzbekistan.

Through investment, production based on advanced technology will be introduced, production of new
types of products will be established, as well as the establishment of new enterprises, an increase in new jobs
will be achieved. Such a positive result makes it impossible to imagine the process of mastering foreign credit
lines by commercial banks and carrying out financing at their expense without cooperation with local authori-
ties. Therefore, during the current year, banks, together with local municipalities, will take part in the following
issues, in particular:

e to direct The attracted foreign investments to all regions of our country, at the same time, to focus spe-
cial attention on directing these funds primarily to deepen structural changes and to finance projects
to diversify the economy, modernize existing capacities and accelerate technological renewal, and
deepen production localization processes based on industrial cooperation;

e the focus will be on directing the funds allocated at the expense of foreign credit lines to projects aimed
at the production of food products, including the processing of meat-milk and fruit-vegetable products,
to provide comprehensive assistance to entrepreneurs in the appropriation of these funds.

CONCLUSIONS AND SUGGESTIONS

On the basis of the wide involvement of investments in small businesses in our country and increasing their
attractiveness, the implementation of promising projects in cooperation, the introduction of new modern tech-
nologies and technologies, it provides an opportunity to increase the quality of products produced in our country
to the level of demand for world markets. The following suggestions can be made to overcome the problems
that arise in the widespread involvement of investments in this small business:

e development of investment funds in increasing the attractiveness of small businesses investision;
e formation of specialized funds aimed at financing small businesses;

e we will be able to achieve the solution of the problems of financing investment activities in our country
by increasing the volume of long-term loans by commercial banks in order to form the initial capital of
small business entities and in support of their investiture projects.

https:/lyashil-igtisodiyot-taraqqiyot.uz  [1ié!




(\/ YASHIL IQTISODIYOT VA TARAQQIYOT 2023-yil, dekabr. Ne 11-12-sonlar.

By introducing these proposals, the following positive results can be achieved by increasing the attractive-

ness and adequate development of small business investision:

pODN
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12.

13.

14.
15.

e invesvision helps to increase attractiveness and improve investment in regions, Strengthen Market
Relations.

e financial support of small business and private entrepreneurship, first of all, expands the scope of
investment goals, the allocation of long-term loans for the formation of initial capital.

e the emergence of a competitive environment will be a powerful tool for improving socio-economic con-
ditions in the country.

e ensuring that social and economic problems are solved to a certain extent leads to the development of
small business entities, which are considered the strategic sector of the economy.
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