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Abstract: This article examines the role of local government bodies in entrepreneurship development
based on empirical analysis of 14 regions in Uzbekistan covering 2020-2024.

AHHOTauusA: B JnaHHOW CcTaThe pacCMaTpUBAETCS POJb OPraHOB MECTHOTO CaMOYIIPABJICHUS B
pa3BUTHHU NPEIIPUHUMATEILCTBA HA OCHOBE AIMIIMPUYECKOr0 aHaau3a 14 pernoHoB Y30eKkucTaHa 3a
nepuoz 2020-2024 ronos.

Annotatsiya: Ushbu magolada mahalliy boshgaruv organlarining tadbirkorlikni rivojlantirishdagi
roli O'zbekistonning 14 ta hududi bo'yicha 2020-2024 yillar empirik tahlili asosida o'rganilgan.
Keywords: local government, entrepreneurship development, small business support, administrative
reform, business environment.
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Kalit so'zlar: mahalliy boshgaruv, tadbirkorlikni rivojlantirish, kichik biznesni qo'llab-quvvatlash,
ma'muriy islohotlar, biznes muhiti.

Local government bodies occupy pivotal position in entrepreneurship development ecosystems,
serving as primary interface between national policy frameworks and local business communities
while possessing unique advantages including proximity to entrepreneurs enabling responsive service
delivery, contextual knowledge of local economic conditions and constraints, authority over critical
business environment determinants such as land use regulation and infrastructure provision, and
capacity for policy experimentation and innovation tailored to specific regional circumstances. The
theoretical rationale for local government entrepreneurship promotion draws upon multiple
disciplinary perspectives. Institutional economics emphasizes that entrepreneurship flourishes in
environments characterized by clear property rights, predictable regulatory frameworks, efficient
contract enforcement, and low transaction costs for business formation and operation—conditions
substantially shaped by local government administrative quality, regulatory design, and service
provision effectiveness. Entrepreneurial ecosystem theory highlights that successful entrepreneurship
requires supportive networks encompassing not only individual entrepreneurs but also finance
providers, business service organizations, educational institutions, markets, and enabling policies—
with local government playing coordinator and facilitator roles convening stakeholders, identifying
ecosystem gaps, and mobilizing resources for strategic interventions. Public choice perspectives
recognize that local government effectiveness depends critically on political incentives,
administrative capacity, and accountability mechanisms, with decentralization potentially enhancing
responsiveness to local needs while also creating risks of elite capture, corruption, and resource
misallocation absent appropriate governance structures.

In Uzbekistan, local government's role in entrepreneurship development has evolved substantially
following comprehensive administrative reforms initiated through Presidential Decree PQ-4365
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(June 10, 2019) "On Measures to Fundamentally Improve the System of Local State Government
Bodies" and Presidential Decree PF-6224 (April 29, 2021) "On Additional Measures to Further
Improve the System of Local State Governance and Administration.” These landmark decrees
established strategic directions for strengthening local government autonomy, expanding functional
responsibilities including entrepreneurship support, enhancing administrative capacity through
professionalization and training, and implementing performance accountability systems linking local
leadership evaluation to socioeconomic development outcomes. As of 2024, Uzbekistan's local
government structure encompasses 14 regions (viloyatlar), Tashkent city with special status, 203
districts (tumanlar) and cities, and 11,725 rural citizens' assemblies (gishloq fugarolar yig'inlari), with
each level possessing defined entrepreneurship development responsibilities. Regional hokimiyats
(administrations) develop entrepreneurship strategies, coordinate major infrastructure projects,
operate regional business support centers and investment promotion agencies, and implement targeted
sector development programs. District and city hokimiyats handle business registration facilitation
through one-stop shops, licensing and permitting administration, land allocation for business
purposes, local infrastructure provision (roads, utilities, markets), and small-scale entrepreneur
support programs. Rural citizens' assemblies focus on facilitating agricultural entrepreneurship,
managing communal resources, and connecting rural entrepreneurs with regional support services.
Empirical analysis of entrepreneurship outcomes across Uzbekistan's 14 regions plus Tashkent city
reveals substantial heterogeneity reflecting differential local government effectiveness. State
Statistics Committee data for 2024 shows that small business and entrepreneurship contribution to
regional GDP ranges from 42.8% in Tashkent city to 28.4% in Karakalpakstan, with intermediate
values including Fergana 38.7%, Samarkand 36.2%, Andijan 37.4%, Namangan 36.8%, Tashkent
region 35.6%, Kashkadarya 33.4%, Bukhara 32.7%, Jizzakh 34.2%, Syrdarya 33.8%, Navoi 31.6%,
Khorezm 30.4%, and Surkhandarya 29.7%. Business registration rates per 1,000 adult population
vary from 28.4 in Tashkent city to 11.7 in Karakalpakstan. Three-year business survival rates range
from 68.4% in Tashkent to 47.2% in Surkhandarya.

Average processing time for business registration varies from 2.3 days in regions with modern one-
stop shops to 12.8 days in districts lacking digital systems. Number of regulatory inspections per
business annually ranges from 1.4 in regions implementing risk-based approaches to 5.7 in regions
maintaining traditional inspection regimes. These disparities reflect multiple factors including
economic base differences, infrastructure availability, education levels, and crucially, local
government institutional capacity and policy effectiveness.

Panel regression analysis examining 15 regions over 2020-2024 (75 region-year observations)
assesses relationships between local government capacity indicators and entrepreneurship outcomes.
The specification includes:
Business_Formation_Rateit=a+31(One_Stop_Shop_Quality)it+p2(Regulatory_Efficiency)it +
B3(Support_Program_Spending)it + p4(Staff_Capacity)it + yXit + i + At + &it, where Xit represents
controls including regional GDP per capita, urbanization rate, education levels, and infrastructure
quality, i captures region fixed effects, and At captures time effects. Key findings demonstrate
statistically significant relationships. One-stop shop quality index (composite measure of service
range, processing speed, staff professionalism, digital integration) associates positively with business
formation: one standard deviation improvement (equivalent to upgrading from basic to advanced
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service level) correlates with 4.2 additional business registrations per 1,000 adults annually (p<0.01),
representing approximately 18% increase relative to sample mean.

Regulatory efficiency measured by average days required for licensing and permitting shows that 10-
day reduction associates with 2.8 more registrations per 1,000 adults (p<0.05) and 3.4 percentage
point improvement in three-year survival rates (p<0.05), suggesting both entry facilitation and
ongoing operational burden reduction. Support program spending per capita (including subsidized
loans, grants, training programs, infrastructure provision) demonstrates diminishing returns with
largest impacts at low initial levels: increasing spending from 50,000 to 150,000 UZS per capita
associates with 6.4 more registrations (p<0.01), while increase from 150,000 to 250,000 shows only
2.1 additional registrations (p<0.10). Staff capacity measured by share of local government
employees with business-relevant professional qualifications correlates positively: 10 percentage
point increase associates with 3.2 more registrations per 1,000 adults (p<0.05) and 2.7 percentage
point better survival rates (p<0.05).

Qualitative case study analysis of contrasting regional approaches provides insights into mechanisms
underlying quantitative patterns. Tashkent city exemplifies high-capacity model characterized by
comprehensive business support infrastructure including 15 modern one-stop shops processing 94%
of registrations within 2 days, specialized business incubator network providing subsidized
workspace and mentorship to 847 startups, investment promotion agency actively marketing city to
domestic and foreign investors resulting in 2.4 billion USD commitments during 2020-2024, digital
service platform enabling online business registration and licensing with 78% of procedures
completed electronically, and substantial budget allocation of 287,000 UZS per capita for business
support programs. This institutional ecosystem generates strong entrepreneurship outcomes: business
formation rate of 28.4 per 1,000 adults (highest nationally), three-year survival rate of 68.4%
(highest), and small business GDP contribution of 42.8% (highest). Interviews with Tashkent
entrepreneurs (n=32) reveal high satisfaction with local government services: 84% rate registration
process as efficient, 72% report helpful assistance from support programs, 68% cite improved
infrastructure as enabling business growth.

Conversely, Karakalpakstan represents low-capacity model with limited business support
infrastructure: only 3 one-stop shops serving entire region with average registration time of 11.4 days,
minimal business incubator presence (one facility with 45 spaces), weak investment promotion
capacity, no integrated digital platform requiring in-person visits for most procedures, and
constrained budget of 42,000 UZS per capita for business support. Entrepreneurship outcomes lag
accordingly: formation rate of 11.7 per 1,000 adults, survival rate of 52.3%, and GDP contribution of
28.4%. Entrepreneur interviews (n=28) identify administrative barriers as primary constraint: 76%
cite bureaucratic complexity, 68% report excessive documentation requirements, 54% experience
delays in licensing and permits.

Stakeholder interviews with 124 entrepreneurs and 38 local government officials across 6 regions
(Tashkent, Fergana, Samarkand, Jizzakh, Kashkadarya, Surkhandarya) reveal multiple dimensions of
local government entrepreneurship role and associated challenges. Entrepreneurs identify critical
local government functions including: registration and licensing administration valued for speed and
simplicity, with entrepreneurs in high-performing regions (average 2-4 day processing) reporting
82% satisfaction versus 34% in slow regions (10+ days); land allocation and infrastructure provision
essential for business location decisions, with entrepreneurs citing road access, electricity reliability,
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and water supply as critical factors shaped by local government investment priorities; business
support programs including training, subsidized financing, and business development services,
though entrepreneurs note highly variable quality with 67% finding programs helpful in Tashkent and
Fergana but only 28% in peripheral regions; regulatory oversight including inspections and
compliance monitoring, with entrepreneurs preferring risk-based targeted approaches over blanket
inspections that disrupt operations (5.7 inspections annually in traditional regions versus 1.4 in
reformed regions); and coordination functions connecting entrepreneurs with financial institutions,
larger companies, export markets, though 63% of entrepreneurs outside major cities report limited
local government capacity in this domain.
Local government officials identify capacity constraints limiting entrepreneurship support
effectiveness including: insufficient staff with business development expertise with 73% of district
hokimiyats lacking specialized personnel in business promotion, investment attraction, or
entrepreneurship training; limited budgets constraining program scale and quality, particularly in poor
regions where per capita spending of 40,000-60,000 UZS supports only minimal activities;
coordination challenges between regional and district levels creating policy implementation gaps,
with district officials citing unclear mandates, conflicting directives, and inadequate regional support;
outdated infrastructure and technology with 58% of district one-stop shops lacking modern digital
systems, requiring manual paper-based processes; and weak private sector engagement mechanisms,
with 71% of officials reporting infrequent formal consultation with business community limiting
policy responsiveness. Officials emphasize need for capacity building through training, knowledge
exchange with leading regions, technical assistance, and adequate resource allocation.
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