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Abstract:Small businesses play a vital role in the economic development of Uzbekistan. Access to
financing is often seen as one of the main barriers to their growth. This article explores the features of small
business lending in Uzbekistan, examining its evolution, current challenges, and opportunities. Using both
qualitative and quantitative data, the study highlights the role of financial institutions, government policies,
and the regulatory environment in supporting small businesses. The article provides a comprehensive
overview of how small businesses access capital in Uzbekistan and the dynamics shaping their success.
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Small and medium-sized enterprises (SMEs) are essential to the economic development of any country, and
Uzbekistan is no exception. With over 60% of the workforce employed in the private sector, SMEs
contribute significantly to job creation, poverty reduction, and economic diversification. In recent years, the
Uzbek government has placed an increasing emphasis on supporting small businesses, recognizing their
potential as a driver of innovation and sustainable growth. However, despite a favorable policy environment,
one of the most persistent challenges for SMEs remains access to finance.

The Uzbek financial system, like many emerging economies, faces a set of complex barriers when it
comes to lending to small businesses. High-interest rates, lack of collateral, and limited understanding of
SME financing among financial institutions are just a few of the challenges that entrepreneurs face. In this
article, we will delve into these issues, providing insights into how small businesses in Uzbekistan navigate
the financial landscape and the role that financial institutions and government policies play in shaping
lending practices.

Historical Context and Evolution of Small Business Lending in Uzbekistan. Historically,
Uzbekistan’s financial system has been heavily centralized, with state-owned banks dominating the lending
landscape. Small businesses had limited access to credit, mainly due to strict collateral requirements and
bureaucratic inefficiencies. However, with the shift towards market-oriented reforms in the early 2000s,
there has been a gradual opening up of the financial sector. In 2016, the government launched a series of
reforms aimed at modernizing the banking sector, which included initiatives to improve access to finance
for small and medium-sized enterprises (SMEs).

According to the Central Bank of Uzbekistan, as of 2023, the share of loans to SMEs in the total
loan portfolio of banks had increased by 30%, reflecting a positive trend. Still, the figures suggest that a
substantial gap remains, particularly for micro-enterprises. While larger businesses tend to have more
established relationships with banks, smaller businesses often find it difficult to secure adequate financing.

Uzbekistan’s commercial banks have begun to recognize the importance of small businesses for the
broader economy. Several state-owned banks have created special SME financing programs, often with
preferential interest rates or more flexible collateral requirements. However, despite these initiatives, many
small businesses continue to face challenges when seeking loans from traditional financial institutions. A
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significant obstacle is the high collateral requirement, which small businesses, particularly those in the
agricultural sector, find difficult to meet.

Microfinance institutions (MFIs) have played a pivotal role in filling this gap. Established in the
early 2000s, MFIs in Uzbekistan provide small loans to entrepreneurs who lack access to mainstream
banking services. These institutions have proven successful in reaching rural areas and underserved
communities. According to data from the Uzbekistan Microfinance Association, the volume of micro-loans
disbursed in 2022 increased by 15%, demonstrating a growing demand for smaller, more accessible credit
products. However, MFIs also face challenges related to limited capital and regulatory constraints.

The Uzbek government has implemented a number of programs to improve access to finance for
small businesses. These include the establishment of credit guarantee schemes, interest rate subsidies, and
direct loans from state-owned banks. One of the most significant programs is the “SME Support Fund,”
launched in 2018, which provides loans at below-market rates to entrepreneurs in targeted sectors such as
agriculture, manufacturing, and technology.

Furthermore, in 2021, the government introduced reforms to reduce the administrative burden on
small businesses, streamlining the process of loan applications and approvals. According to a report by the
Ministry of Economic Development, small businesses that applied for loans in 2022 saw an average
processing time of just 14 days, compared to 30 days in 2019. These efforts have been instrumental in
improving access to finance for SMEs, though there is still work to be done in terms of financial literacy
and trust between entrepreneurs and banks.

Challenges Faced by Small Businesses in Accessing Credit. Despite these positive developments,
small businesses in Uzbekistan continue to face several challenges when it comes to securing loans. One of
the most significant issues is the high cost of credit. Interest rates in Uzbekistan remain relatively high
compared to global standards, with some SMEs paying annual rates of 20% or more. This makes financing
expensive and often unfeasible for businesses with limited cash flow.

Another major challenge is the lack of sufficient collateral. Many entrepreneurs, particularly those in
rural areas, do not own property or assets that can be used as security for a loan. As a result, banks and MFIs
are often unwilling to lend to them. In response, the government has initiated several guarantee programs,
but these have not yet reached all segments of the SME market.

Finally, the limited access to information about potential lending opportunities remains a critical
issue. Many small business owners are either unaware of the financing options available to them or lack the
skills to navigate the complex lending landscape. A report by the World Bank in 2022 found that nearly
30% of small businesses in Uzbekistan did not apply for loans simply because they did not know how to
access credit or were discouraged by previous rejections.

Future Prospects and the Role of FinTech. The future of small business lending in Uzbekistan lies
in the development of more innovative financial products and services. One promising trend is the rise of
financial technology (FinTech), which is beginning to reshape the lending landscape. Digital platforms that
connect small businesses with lenders are emerging, offering faster, more flexible loans with less stringent
collateral requirements.

In addition, FinTech startups are making it easier for businesses to access non-bank sources of
finance, such as peer-to-peer lending and crowdfunding. These new models could help overcome some of
the limitations of traditional banking, particularly for micro-businesses and startups. The government has
recognized the potential of FinTech and, in 2023, passed legislation to regulate the sector and promote its
growth. As digital payment systems and mobile banking continue to expand, small businesses will likely
have more opportunities to access affordable credit.

Conclusion. Small business lending in Uzbekistan is undergoing significant transformation, with
improvements in access to finance and a growing recognition of the sector’s importance for economic
development. However, challenges remain, particularly regarding high-interest rates, collateral requirements,
and a lack of financial literacy. The government has made significant strides in creating a more favorable
lending environment, but further reforms are needed to ensure that small businesses can thrive. The rise of
FinTech offers an exciting opportunity to diversify the sources of funding available to SMEs and promote
inclusive growth.
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