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DESCRIPTION OF THE KEY FUNCTIONAL
ELEMENTS OF MANAGING FINANCIAL
RESOURCES OF HIGHER EDUCATION
INSTITUTIONS DURING THE PERIOD OF
DEVELOPMENT

Islomov Bobur Zarifjon ugli
Independent Researcher at Tashkent State University of Economics

Abstract. This article examines the theoretical and methodological foundations and practical aspects of financial
resource management in higher education institutions. The study systematically analyzes the key functional elements of
financial management — budgetary planning, execution, control, and analysis. The sources of financial resource formation,
their institutional characteristics, and functional roles in higher education institutions are investigated. The article proposes
a balance model (1) reflecting the equilibrium between financial revenues and expenditures, as well as an updated dynamic
model (2) capturing revenue growth trends. Strategic directions for ensuring financial sustainability in the competitive
environment between public and private higher education institutions are substantiated. The research findings include
practical recommendations aimed at expanding the financial autonomy of higher education institutions and increasing
revenues from scientific and innovative activities.

Keywords: financial management, higher education institution, budget management, financial resources, revenue
diversification, budget control, financial stability, research income.

AHHOTauusi. B gaHHOWM cTaTbe paccmMaTpuBaloTCA TEOPETMKO-METOAOMNOMMYECKME OCHOBbBI 1 NMPaKTUYeCKMe acnekTbl
ynpaBneHns UHaHCOBbIMM pecypcamy B BbICLUMX OOpasoBaTenbHbIX YyypexaeHusx. B uccrnegoBaHWM CUCTEMHO
aHanusupyrTCs KoYveBble (YHKUMOHAsbHbIE 3NeMeHTbl (PMHAHCOBOrO ynpaBreHus — OloMKETHOe NNnaHMpoBaHue,
UCMOMHEHNE, KOHTPOIb M aHanua. V3yyeHbl MCTOYHMKM hOPMUPOBaHMSA (DPUHAHCOBLIX PECYPCOB, UX UHCTUTYLIMOHANbHbIE
0COBEHHOCTN 1 (PyHKLMOHanNbHas posb B BbICLUMX 0OpasoBaTenbHbIX yuYpexaeHusx. B ctatbe npeanoxeHa 6anaHcoBas
mMogensb (1), oTpaxatoLLas paBHOBECUE MeXAyY (DUHAHCOBLIMU AOX0AaMU U pacxofamu, a Takke o6HOBNEHHAA AHaMUYyeckas
Mogenb (2), xapakTepuaytoLasa TeHaeHuun pocta goxogoB. O60CHOBaHbI CTpaTernyeckme HanpaeneHus obecnedeHus
(PVMHAHCOBON YCTOMYMBOCTU B YCIOBUSX KOHKYPEHTHOW Cpedbl MeXAy roCyAapCTBEHHbIMW W HErocyaapCTBEHHbIMU
BbICLUMMU OBpasoBaTefibHbIMU yYpexaeHnsMu. PesynstaTtbl MCCNeQoBaHWA BKIOYAOT NPaKTUYECKMe PeKOoMeHAaumu,
HanpaBsfieHHbIE Ha paclupeHne (MYHAHCOBON aBTOHOMMM BbICLLVX 0BPa3oBaTENbHbIX YYPEXAEHUN U YBENUYEHME JOXOA0B
OT Hay4YHOW U UHHOBALIMOHHOW OEeATENbHOCTH.

KntouyeBble cnoBa: dpvHaHCOBOE ynpaBrneHue, Bbicllee obpasoBaTenibHoe ydpexaeHne, GIoaxeTHoe ynpasneHue,
hrHaHcoBblE pecypchbl, AvBepcUdUKaLna OOXOA0B, OIOMKETHbI KOHTPONb, (UHAHCOBAs YCTOWYMBOCTb, A0XOAbl OT
Hay4HOWN AeATEeNbHOCTH.

INTRODUCTION

The issue of managing financial resources in higher education institutions is directly linked to the quality
of higher education, the effectiveness of scientific research, and regional socio-economic development. In
recent years, reforms aimed at expanding the higher education network in Uzbekistan, increasing admission
quotas, diversifying the education services market, and strengthening the academic and financial autonomy of
universities have been gaining momentum. In the context of these reforms, financial resources are becoming
not merely a tool for “covering expenses,” but an institutional driver of strategic development: upgrading
infrastructure, enhancing the capacity of faculty and teaching staff, creating a digital learning environment,
modernizing scientific laboratories, expanding international cooperation, and ensuring sustainable financing
of social support programs for students are all determined precisely by the volume of resources and the
quality of their management. The relevance of the topic lies in the fact that the concept of “resource” in higher
education institution finance carries a multi-layered meaning: it encompasses budgetary funds, contract
payments, scientific grants, economic agreements, export of services, endowment or sponsorship revenues,
income derived from the use of assets, financing instruments such as credit and leasing, and, in certain cases,
resources based on social partnership. Since each type of source is subject to different constraints, reporting
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requirements, and risk profiles, it becomes difficult to establish effective management mechanisms without first
clarifying the socio-economic substance of these resources. For this reason, the present study theoretically and
practically examines the socio-economic substance of financial resources in higher education institutions and
analyzes the functional role, sources of formation, and institutional characteristics of these resources.

The practical experience of public finance management demonstrates that the chain of targeted absorption
of state expenditures by budgetary institutions, fund-distributing authorities, and recipient entities constitutes
the primary research object of comprehensive budget management. The mechanism of operatively managing
limited financial resources at various stages of the budgeting cycle proves how relevant it is to form financial
projects integrated within the national budget system. Nevertheless, the theoretical-methodological and
practical aspects of improving budget management remain insufficiently analyzed in today’s economic literature.
Although certain discussions exist among the scientific community and leading economists on this matter, the
majority of them firmly acknowledge that the ultimate effectiveness of public finance is directly dependent on
efficient budget management systematically implemented at various hierarchical levels.

LITERATURE REVIEW

The foreign economist L.B. Yevtukh, who has investigated the distinctive conceptual features of budget
management within the system of public financial resource administration, identifies several functional pillars
of this process in his scholarly approaches. In particular, the scholar places special emphasis on the complex
mechanisms of influence exerted by managing authorities over the object at each stage of the budget cycle,
as well as on the regulatory patterns governing financial relations within the legislative framework and the
principles of forecasting. Furthermore, he underscores that coordinating the implementation of adopted strategic
decisions, ensuring clear accountability, stimulating performance outcomes, and establishing financial control
are the core elements of budget management [1].

Based on the considerations outlined above, it can be concluded that budget management is an integral
system that unites public finance management at the macro level and financial management of budgetary
institutions at the micro level around unified strategic objectives, while ensuring mutual synergisticinterconnection
between them.

In turn, researchers S.V. Mikhaylenko [2] and S.M. Frolov, who have conducted in-depth scientific
investigations in this field, have comprehensively analyzed the institutional, scientific-methodological
foundations and principles of organizing budget management. In their conclusions, the scholars have
scientifically substantiated that this field has evolved not merely as a process, but as one of the highest-priority
and inseparable branches of modern financial management science [3].

According to the scientific conclusions of economist A.A. Makhmudov, the level of investment attractiveness
of higher education institutions is directly and closely linked to the scale of their activities in the education
market, as well as the quality of the services they provide [4].

RESEARCH METHODOLOGY

This study adopts a descriptive-analytical research design to investigate the functional elements of financial
resource management in higher education institutions during the period of development and transformation.
The research is grounded in a systems approach, which allows for a comprehensive examination of financial
management as an integrated mechanism encompassing planning, execution, monitoring, and control functions.

The primary data sources include normative legal documents regulating the financial activities of higher
education institutions in Uzbekistan, scientific publications of domestic and foreign economists specializing
in public finance and budget management, as well as institutional reporting data reflecting the financial
performance of higher education institutions.

The research methodology incorporates the following analytical methods:

Logical and structural analysis was applied to examine the conceptual foundations of financial management
in higher education institutions and to identify the key functional elements of the budget management cycle,
including financial forecasting, planning, budget execution, analytical reporting, and internal audit procedures.

ANALYSIS AND RESULTS

The limited availability of budgetary resources observed under current economic conditions, along with
certain limitations in the existing mechanisms for utilizing funds, indicates the need to further improve the public
finance system. In this regard, increasing the socio-economic effectiveness of funds allocated to state and
budgetary institutions highlights the importance of developing an active, flexible, and results-oriented financial
management system within organizations.
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From this perspective, financial management in higher education institutions serves as a means of
achieving high economic efficiency through the optimization of budgetary resources. In essence, it represents
a set of continuous technological processes that unite all links of public finance circulation into a single system:
defining the financial-economic outlook, planning funds, ensuring the execution of the approved estimate,
carrying out settlement transactions, compiling analytical reports, and conducting audit and control measures.

Specifically, at the level of higher education institutions, financial management requires the formulation of
forward-looking financial plans through the mutual integration of continuous financial and economic operations,
as well as strategic and operational budgeting. Moreover, this process encompasses a comprehensive set
of measures aimed at providing the population with high-quality social and educational services that meet
elevated standards, as well as at increasing the profitability and efficiency of the resources attracted.

Financial management in higher education institutions is an integral mechanism for rationally forming the
available resources of an institution across various revenue sources, purposefully directing these investments
into the asset structure, and managing the ultimate financial outcomes. Its core functional elements may be
enumerated as follows: establishing a system of financial forecasting and planning based on current normative
legal documents, ensuring the full execution of approved macro indicators throughout the financial year,
conducting continuous monitoring of achieved efficiency, and maintaining the procedures of internal and
external budget audit and control.

Financial management in higher education institutions

_________________________________________________________________________________________________________

Key functional elements
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Figure 1. Functional Model of Financial Resource Management in Higher Education Institutions’

The logical model presented in Figure 1 demonstrates that the ultimate effectiveness of the financial
management system in higher education institutions is directly dependent on the efficiency indicators (R1; R2;
R3; R4) formed within its core structural components. In order to objectively measure these indicators, it is an
objective necessity to introduce a unified assessment methodology. It is precisely the decomposition analysis
carried out on the basis of this methodological approach that creates a solid foundation for developing optimal
financial decisions by determining management profitability across financial responsibility and cost centers, as
well as conducting in-depth diagnostics for each expenditure item.

In turn, within the internal financial architecture of higher education institutions possessing the right of
financial autonomy, a process of delegating authority and responsibilities to relevant structures, such as cost
responsibility centers, takes place. In such institutional conditions, making extensive use of the functional

1 Source: Developed by the author based on the literature review [1; 2; 3; 5].
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capabilities of modern internal audit and internal compliance control institutions, rather than relying on the
involvement of external supervisory bodies and higher-level inspection authorities in monitoring system
effectiveness, constitutes the most appropriate and important factor in objectively evaluating the economy of
individual expenditure items.

Researcher |.A. Azizova, who has investigated the practice of controlling budgetary expenditures,
approaches this issue in a distinctive manner. Drawing upon her conclusions, the fundamental essence of
strengthening the internal compliance and monitoring system at the level of state authorities is to demonstrate
that the current financial management mechanism is functioning effectively. In other words, the management
system, by its very nature of operation, must ensure the continuity of the budget cycle, the fulfillment of planned
financial obligations, the targeted character of the resources being utilized, and the principles of budget
discipline. As a result, a reliable financial environment emerges between the supervisory authorities, particularly
the Ministry of Economy and Finance, and the administration of the organization, confirming that budgetary
funds are being managed rationally [5].

The primary strategic objective of financial management in the higher education system, unlike enterprises
operating in the commercial sector, is not to generate net profit, but rather to strictly maintain the balance
between revenues and expenditures and to guarantee the financially stable growth of the institution. In achieving
this strategic objective, three fundamental criteria emerge as the core indicators — the volume of revenues, the
scale of expenditures, and the level of financial stability.

In turn, the financial balance between revenues and expenditures during the financial year is expressed in
the following form:

XAXAX XX, = Y AY Y 4 Y 4Y, (1)

Although this balance, based on the proportional equivalence of financial flows in value terms, serves as a
fundamental criterion for ensuring the current financial stability of the system, it does not reflect the factors that
guarantee the strategic sustainability of the institution under conditions of potential conjunctural changes and
probable risks that may arise in the education services market in the future.

This can be explained by the current objective situation: against the backdrop of the extremely high demand
formed in the national education market and the relatively low rate of youth enrollment in higher education,
nearly all higher education institutions in Uzbekistan are in a position to fully meet the approved admission
quotas and achieve one hundred percent occupancy of student places.

State financial resources

Extra-budgetary sources

Income from Income from Income me Financing Financing
research and paid contract- reqdermg through the through
- . . services and
innovative based services, sponsorship budget targeted
activities, X ¢ <. ’ system, Xu funds, X5
Higher education institution finance
Expenditures Expenses for Modernization
on research maintaining the of the material Capital
and Wages _and higher and technical construction,
development scholarships, ¥> education base of the ¥s
work, Y1 institution, Y3 HEI, Y.

Figure 2. A model for optimizing the balance of financial revenues and
expenditures aimed at ensuring the strategic competitiveness of higher education institutions2.

Source: Developed by the author based on the literature review and revenue diversification approaches [4; 6; 7].
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Nevertheless, the rapid expansion of the network of non-state higher education institutions in the education
services market and the continuous growth of their coverage capacity are creating the need for state higher
education institutions the task of developing a new strategic development vector that embodies the conceptual
aspects of ensuring competitiveness.

In today’s conditions of globalization, the priority direction that has been successfully tested in the practice
of the world’s leading universities — forming a source of financial revenues based on a high-value-added chain
through enhancing the effectiveness of scientific and innovative research and commercializing them through
their full implementation into practice — must occupy a central place in the prospective development strategy
of state higher education institutions.

The balance of revenues and expenditures within the framework of model (1) presented above relies
primarily on static indicators. That is, this approach expresses only the equivalence of the total aggregate sum
of revenues and expenditures of higher education institutions, leaving aside the internal structural shifts in
financial flows. In order to fill this methodological gap, it is proposed to introduce into practice a new, revised
model that fully reflects the diversification of the revenue structure and, in particular, the dynamic growth trend
of revenues formed through priority directions with high competitive potential.

AXZAX,ZAX ZAX ZAX,2100 2)

According to the conceptual conditions of this model, it is required to guarantee that the growth rate of each
constituent component of revenues does not fall below the baseline threshold of 100 percent within the annual
growth trend of revenues. This situation, in turn, scientifically and practically confirms that stable dynamic
efficiency and effectiveness have been achieved at each link of the above-mentioned priority activity directions.

Alongside this, it is necessary that the growth rate of revenues derived directly from scientific research
and innovative developments (AX1) constitutes the highest share in the annual growth dynamics of total
financial revenues. It is worth emphasizing that the financial profitability of scientific and innovative activities
over traditional educational services is guaranteed only in the proportion where this indicator is not lower than
the growth index of funds received from paid contract-based services (AX2), that is, at least equal to or higher
than it.

Within the framework of a comprehensive management strategy aimed at ensuring the proportionality of
incoming and outgoing financial flows and expanding the revenue base in higher education institutions, it is
advisable to observe to the following fundamental principles:

First, forming alternative and reliable sources for covering expenditures based on the annual growth
dynamics of financial revenues guarantees the long-term financial stability of the institution.

Second, under conditions of diversification of the range of services provided by higher education
institutions, an increase in financial profitability is achieved through identifying the most competitive directions
and introducing systematic mechanisms for managing education and innovations in relation to them.

As a result, the dependence of the institution’s budget solely on revenues derived from traditional academic
processes decreases, creating an opportunity to reduce institutional dependence on traditional and less flexible
approaches. This situation, in turn, creates a solid foundation for further strengthening the strategic competitive
positions of universities by enhancing their operational adaptability to dynamic transformations in the education
services market in the future.

Within the architecture of higher education, the institution of financial services performs a distinctive
foundational function. That is, it is responsible for assessing the existing economic potential of the institution,
identifying reserves formaximizing financial performance, and systematically coordinating them. The fundamental
essence of this process consists in defining a comprehensive base of strictly controlled parameters, analyzing
the results achieved in practice, and making management decisions aimed at promptly adapting the values of
target indicators to current and forecasted macroeconomic conditions.

The practice of managing financial operations in higher education institutions is primarily directed at
identifying deviations from established norms at the earliest stages, as well as violations of the principles of
legality, profitability, and rationality in the process of managing material assets, and this approach enables the
timely implementation of corrective measures.

Ensuring the intended effectiveness of financial and economic activities and timely eliminating quantitative
deviations from strategic plans constitute one of the central links of institutional governance. This comprehensive
system encompasses diagnosing factors that negatively affect target indicators, identifying responsible units
that have failed to comply with financial discipline requirements, compensating for damages incurred, and
implementing preventive measures aimed at reducing future cases of financial irregularities. It is precisely these
functions that transform financial services into the foundational institutional structure within the governance
architecture of the institution, serving the purpose of making sound management decisions.
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In order to correctly define the conceptual significance, strategic objectives, and operational tasks of
financial management, universities rely on the methodology of a systems approach.

CONCLUSION AND SUGGESTIONS

The concept of “resource” in higher education institution finance is not singular, but rather carries a multi-
layered meaning. It encompasses budgetary funds, contract payments, scientific grants, economic agreements,
export of services, endowment and sponsorship revenues, income derived from the use of assets, and financing
instruments such as credit and leasing. Since each type of source is subject to different constraints, reporting
requirements, and risk profiles, a deep understanding of their socio-economic substance is necessary in order
to establish effective mechanisms for managing resources.

In conditions of globalization, the most promising strategic direction for higher education institutions is the
formation of financial revenue sources based on a high-value-added chain through enhancing the effectiveness
of scientific and innovative research and commercializing them. This approach liberates institutions from
dependence on revenues derived from traditional academic processes and increases their operational
adaptability to dynamic transformations in the education services market.

In order to improve financial management in higher education institutions, it is a strategic necessity to
balance the management of budgetary and extra-budgetary sources, diversify revenues, strengthen the internal
control system, and develop income from scientific and innovative activities as a priority direction. Ensuring
financial stability and competitiveness simultaneously is only possible through the synergistic interaction of
these elements with one another.
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