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ENDOGENOUS GROWTH FACTORS IN
THE SUSTAINABLE ECONOMIC
DEVELOPMENT OF THE REGIONS OF
UZBEKISTAN: A CONCEPTUAL MODEL
AND EMPIRICAL ASSESSMENT

Yuldashov Abdullo Abdugapparovich

Independent Researcher

Head of the Small and Microfinance Department,

Namangan Branch of Ipak Yuli Joint-Stock Innovative Commercial Bank
E-mail:A.Yuldashov@ipakyulibank.uz

Abstract. This article examines the role and regional characteristics of endogenous growth factors in the
sustainable economic development of Uzbekistan’s regions. The aim of the study is to identify the factors that
determine the internal economic potential of regions, empirically assess their impact on economic stability, and
develop a conceptual model of regional development. The study employed comparative and systems analysis,
statistical grouping, indexing, and integral assessment methods. The level of sustainable regional development
was assessed using indicators of industrial production, investment, small business, the service sector, and
employment. As a result of the study, an institutional-driver model based on the logical relationship “institutional
environment—economic drivers—social outcomes—integral stability” was proposed. The findings can contribute
to the differentiation of regional economic policy, the efficient use of internal resources, and the reduction of
interregional economic disparities.

Keywords: sustainable economic development, endogenous economic growth, regional economy,
institutional environment, economic drivers, human capital, innovative development, regional differentiation,
integral index, regional economic policy.

AHHoTauusa. B ctatbe paccmatpuBaloTcsl ponb M perMoHarnbHble OCOBEHHOCTU SHAOrEHHbIX (DaKTOPOB
pocTa B obecnevyeHmmn yCTOMYMBOrO SKOHOMUYECKOrO pas3BUTUSA permoHoB Y3bekuctaHna. Llenb nccnegosaHus
3aKnyaeTcsd B BbISBNEHMN (DAKTOPOB, ONPEeaEensoLnX BHYTPEHHUI 3KOHOMUYECKUA MOTEHLMan PervoHoB,
SMMMPUYECKON OLIEHKE WX BMUSIHUSA Ha SKOHOMMYECKYKD YCTOMYMBOCTb WM pas3paboTke KOHLUEenTyarbHOW
MOZENM perMoHanbHOro pa3suTus. B nccnegoBaHMm ncnonb3oBaHbl METOAbI CPABHUTENBLHOIO M CUCTEMHOIO
aHarnusa, CTaTUCTUYECKOW rpyrnnMpoOBKY, MHOAEKCHOrO MeToAa U UHTErpanbHOW OLEeHKU. YPOBEHb YCTOMYMBOIO
PEerMoHanbHOro pasBUTUS OLEHMBANCA Ha OCHOBE Mokasatener MpPOMbILLIIEHHOrO MPOW3BOACTBA,
WHBECTMLIMOHHON aKTMBHOCTW, Maroro OusHeca, cdepbl yCrnyr U 3aHaTocTU. B pesynbrate uccnegoBaHus
npensiokeHa WHCTUTYUMOHANbHO-ApanBepHass MoOAEeNb, OCHOBaHHasd Ha JIOTMYECKOW B3avMMOCBS3U
KMHCTUTYLMOHaNbHas cpeda — 3KOHOMUYECKMEe ApanBepbl — coumarnbHble pesyrnbratbl — WHTerpanbHas
YCTONYMBOCTbY. [lony4veHHble pesynbratbl MOFYT CrlocOOCTBOBaTb AnddepeHumanmm permoHansHom
SKOHOMWYECKOW MONMUTUKN, 3PDEKTUBHOMY WCMONb30BAHNIO BHYTPEHHUX PECYPCOB U  COKPALLEHUIO
MEXPErMoHarnbHbIX 3KOHOMUYECKMX AMCMPOMOPLINIA.

KniouyeBble cnoBa: YCTOMYMBOE OKOHOMUYECKOE pPas3BUTME, SHAOTEHHbIA SKOHOMMUYECKUA POCT,
pervoHarnbHasi 3KOHOMMKA, MHCTUTYLMOHAaNbHas cpefa, SKOHOMUYECKUe OpaniBepbl, YENOBeYeCKUn kanuTtarn,
WHHOBALMOHHOE pasBUTME, pervoHarnbHas AuddepeHuauus, WHTerpanbHbIi MHOEKC, perMoHanbHas
3KOHOMMYECKAs NOMUTUKA.
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INTRODUCTION

Structural changes, technological transformations, and the intensification of environmental problems
occurring in the global economy necessitate the search for new mechanisms to ensure sustainable economic
growth in the regions. In modern economic conditions, the long-term development of regions depends not only
on foreign investment and natural resources but also on the effective use of internal endogenous factors such
as human capital, innovation, entrepreneurial activity, and the institutional environment.

Differences in the economic potential, specialization, and resource capabilities of regions in Uzbekistan
lead to variations in the formation of economic growth drivers across regions. In some regions, industrial and
investment activity is a priority, while in others, small business, the service sector, and the labor market are
the main drivers of economic development. This situation indicates the need to differentiate regional economic
policy not on the basis of a universal approach, but taking into account the endogenous potential and institutional
characteristics of the regions.

From this perspective, the aim of the study is to empirically evaluate endogenous growth factors affecting
sustainable economic development in the regions of Uzbekistan and to develop a conceptual model reflecting
the interdependence between them. The study provides a comprehensive assessment of regional indicators in
industry, investment, small business, the service sector, and employment and proposes an institutional-driver
model based on the logical chain “institutional environment—economic drivers—social results—integral stability.”

LITERATURE REVIEW

The study of sustainable economic development and endogenous growth factors in regions is considered
one of the crucial directions of modern economic theory. The conceptual foundations of the theory of
endogenous economic growth were developed by P. M. Romer, who evaluates knowledge, innovation, and
technological change as internal sources of long-term economic growth. He believes that the accumulation and
dissemination of knowledge among economic entities increases production efficiency and creates a multiplier
effect for sustainable economic growth [1].

R. E. Lucas paid special attention to the role of human capital in the process of endogenous growth.
According to the research results, the accumulation of education, knowledge, qualifications, and professional
skills not only increases labor productivity but also shapes the long-term development potential of the economy
[2]. This theoretical approach allows for the assessment of human capital in the regional economy as a strategic
driver of domestic economic growth.

R. J. Barro investigated the impact of public policy, public spending, and production infrastructure on
economic growth within the framework of the endogenous growth model. The author substantiates that effective
public spending and infrastructure investments increase the productivity of private capital and stimulate long-
term economic activity [3]. This approach provides the basis for viewing investment and infrastructure policies
in the regions as an important institutional factor for economic growth.

D. Acemoglu, S. Johnson, and J. A. Robinson link the fundamental causes of differences between
countries and regions in long-term economic development to the institutional environment. Researchers argue
that effective economic institutions expand opportunities for economic growth by protecting property rights,
stimulating investment activity, supporting innovation, and promoting entrepreneurial initiatives [4].

M. E. Porter investigated the role of clusters, economic specialization, and local competitive advantages in
regional economic development. According to his scientific approach, the existing economic potential of regions,
production specialization, and the effective use of the local business environment contribute to increased
regional productivity and innovative activity [5]. This indicates the need to identify the specific economic drivers
of the regions.

A. Rodriguez-Pose, justifying the importance of institutions and the quality of local governance in regional
development, notes that institutional efficiency is one of the important factors determining the effectiveness
of regional economic policy [6]. The author emphasizes that adapting regional development policies to local
economic, social, and institutional conditions expands opportunities for sustainable growth.

P. McCann and R. Ortega-Argilés promoted a policy of differentiated development based on the
innovative, institutional, and production potential of regions within the framework of the “smart specialization”
concept. Researchers argue that instead of applying unified economic policy mechanisms to all regions, it is
necessary to consider the internal potential, competitive advantages, and priority economic drivers of each
region [7].

econoscitech-integration-journal.uz
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The aforementioned scientific approaches substantiate the important role of knowledge and innovation,
human capital, infrastructure, institutional environment, and regional specialization in endogenous economic
growth. However, in existing studies, these factors are often studied in separate directions. In the context
of the regions of Uzbekistan, issues regarding the generalization of indicators of industry, investment, small
business, the service sector, and employment within a single integrated assessment system, as well as the
comprehensive assessment of their relationship with the institutional environment and social outcomes, have
not been sufficiently studied. This scientific gap necessitates the development of an institutional-driver model
for sustainable endogenous economic growth in the regions and the differentiation of regional economic policy
based on internal regional growth factors.

RESEARCH METHODOLOGY

The study employed a methodological approach based on a comprehensive assessment of endogenous
growth factors influencing the sustainable economic development of Uzbekistan’s regions. The research
process utilized methods of systematic and comparative analysis, statistical grouping, the index method,
normalization, and integral assessment.

When assessing the level of economic development of regions, industrial production, investment activity,
small business, the service sector, and employment indicators were selected as the main drivers of endogenous
growth. These indicators were indexed to ensure interregional comparability, and a generalized integral index
(BUI) of sustainable economic development was formed based on them.

The results of the empirical analysis were used as a methodological basis for determining the differential
characteristics of the drivers of economic growth of the regions and the formation of a conceptual model
based on the interdependence of “institutional environment—economic drivers—social results—integral
stability.”

ANALYSIS AND RESULTS

The level of sustainable economic growth in the regions of Uzbekistan is not uniform, and the factors of
economic development are manifested differently by region. In some regions, industrial and investment activity
is high, while in others, small businesses, the service sector, or the labor market have emerged as the primary
drivers of economic growth. This indicates the need to organize economic policy in the regions based on
endogenous growth factors and institutional characteristics rather than a universal approach.

From this perspective, the study proposed an ‘“institutional-driver model for sustainable endogenous
economic growth in the regions.” This model was formed based on the interconnection between institutional
factors, economic drivers, and social outcomes that ensure economic growth in the regions. The primary
objective of the model is to establish a mechanism for sustainable economic growth by activating the internal
economic capabilities of the regions.

The proposed conceptual model is shown in Figure 1 below.

The model treats the institutional environment as the primary governing factor, since improvements in
investment policy, infrastructure, digitalization, and the business environment can accelerate the activation of
economic drivers. Specifically, the research results showed that industrial and investment indicators are highly
developed in the Tashkent and Navoi regions, while small business has become the primary driver of economic
activity in the Namangan, Samarkand, and Fergana regions.

In the second stage of the model, industry, investment, the service sector, and small business emerge
as the main economic drivers of endogenous growth. Analysis showed that economic activity is stable in the
Tashkent and Navoi regions, which have a high industrial index. At the same time, the small business index in
the Namangan and Samarkand regions approached 100.0, and the private sector contributed significantly to
supporting the labor market and domestic demand in these regions.

At the third stage of the model, the social results of economic drivers are formed. Employment,
household income growth, and domestic demand are the primary indicators of economic stability. For
example, despite high investment and small business indicators in the Kashkadarya region, the relatively
low employment index indicates that labor market imbalances may limit the effectiveness of economic
growth.
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Figure 1. Institutional-driver model of sustainable endogenous economic growth in regions'

At the final stage, the economic and institutional indicators are aggregated into the BUI composite index.
This index made it possible to comprehensively assess the level of economic stability of the regions and enabled
the regions to be classified into four groups of “very high,” “moderately high,” “medium,” and “moderately low.”

Based on the research results, the following practical proposals were developed:

« creation of regional investment funds in regions with low investment activity;

« expansion of the activities of industrial clusters in Navoi, Tashkent Region, and Andijan;

« support for the SME sector in Namangan, Samarkand, and Fergana through tax and credit mechanisms;

» development of labor market infrastructure in Syrdarya and Surkhandarya;

1 Source: Developed by the author.
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» strengthening the infrastructure of the service sector and the digital market in the Republic of
Karakalpakstan;

+ development of the innovative economy and high-tech services in Tashkent.

The proposed institutional-driver model represents a comprehensive mechanism for ensuring sustainable
endogenous economic growth in the regions. The model serves as a theoretical and practical basis for the
differentiation of regional economic policy, the effective use of domestic economic resources, and the reduction
of economic disparities between regions.

Large and medium-sized cities act as important “growth poles” of economic development at the local,
regional, and interregional levels. This situation is explained by the high concentration of economic, innovative,
scientific, infrastructural, cultural, and informational potential within them. Under current conditions, large cities
not only shape trends in economic and social development but also serve as centers for implementing new
development ideas and innovative management models. In particular, concepts such as “smart cities,” “creative
cities,” “green cities,” and “student cities” are actively developing in the urban environment.

Today, cities also serve as experimental zones for the implementation of innovations and technologies.
Modern institutions such as e-government, digital services, participatory governance, and decision-making
systems involving the population are initially formed in cities and subsequently spread to other regions. In this
regard, cities contribute to the competitiveness of their territories, regions, and the national economy.

The level of development of the urban economy is largely determined by its economic specialization,
elements of the creative economy, and local competitive advantages. In particular, innovative activities, the
digital economy, the service sector, and high-tech economic sectors are becoming important drivers of urban
development. This process strengthens the economic capacity and investment attractiveness of cities, directly
affecting regional economic growth rates.

Achieving a new quality of economic growth in cities is particularly important from the perspective of
inclusive development. Inclusive economic growth is closely linked to the living standards of the population,
social equality, and the level of access to economic opportunities. Such a growth model implies a relatively fair
distribution of economic results among all segments of society. Therefore, inclusive development serves not
only to increase economic growth rates but also to improve the welfare of the population and reduce poverty.

Inclusive growth is important not only as a result but also as a process. That is, the active participation of the
population in economic, social, and local decision-making processes is an important condition for sustainable
development. This requires involving the population in decision-making processes, supporting local initiatives,
and expanding public participation. From this perspective, it is important to take into account the interests of
various segments of the population in regional development policy.

One of the key factors of inclusive development is human capital. Human capital is a complex of knowledge,
skills, professional experience, and intellectual potential that serves as a vital driver of economic growth. A
higher level of human capital can expand opportunities for innovative economic development. Therefore, in the
modern economy, investing in education, healthcare, science, and vocational training is becoming a priority of
economic policy.

In the current global economic environment, demographic changes, migration processes, and shifts in the
structure of labor resources make the efficient use of human capital increasingly important. The more effectively
the active part of the population participates in economic processes, the higher the economic stability of the
regions. From this perspective, cities are of great importance as centers for human capital development and
the formation of an innovative economic environment.

Atthe same time, the sustainable development of cities is not limited only to economic growth. Environmental
sustainability, a green economy, the rational use of resources, and social inclusion are also important conditions
for modern urban development. The “green cities” concept is aimed at ensuring the sustainability of the urban
environment through the introduction of environmental technologies in transport, energy, construction, and
services.

Cities, as the main centers of modern economic development, not only ensure economic growth but
also serve as important drivers of innovation, human capital, the digital economy, and inclusive development.
Therefore, strengthening the institutional, economic, and innovative potential of cities is crucial for ensuring the
overall competitiveness and sustainable development of the country.

Sustainable regional development requires ensuring a balance between economic growth, social
development, and the protection of natural resources. This means organizing economic activity in the regions
based on sustainable development principles. Under such an approach, economic efficiency, social inclusion,
and ecological balance should be considered in an integrated manner with one another. These aspects are
considered among the important strategic goals of the regional management system.

The management of balanced regional development must be carried out on the basis of a clearly defined
regional policy. In this regard, strategies, concepts, programs, and targeted plans for regional development
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are of great importance. In particular, the economic specialization of regions and the correct determination of
effective areas of activity are considered key factors for sustainable development.

The strategy is the primary management tool that determines the long-term development directions of the
region. It defines priority goals and mechanisms for their implementation, which serve to ensure the stability and
balance of the regional socioeconomic system. From this perspective, the sustainable development strategy
of the region manifests itself as a system of comprehensive measures developed by taking into account the
capabilities, resource potential, and existing constraints of the regions in achieving the country’s long-term
socioeconomic goals.

The sustainable growth of the regional economy is closely linked, first and foremost, to an increase in the
level of innovative development. The widespread introduction of innovations allows for increased production
efficiency, the rational use of resources, and the formation of a competitive economy. At the same time,
the concept of sustainable development also implies reducing unsustainable patterns of natural resource
consumption. That is, economic development should be pursued without placing excessive pressure on the
natural environment and in compliance with environmental requirements and sustainability principles. This
requires the introduction of appropriate environmental standards and responsible mechanisms for natural
resource management.

The sustainable development strategy of the regions should be aimed at ensuring long-term development
within the framework of the country’s overall development strategy. The main goal is to improve the standard
and quality of life of the population, facilitate the transition toward innovation-driven economic development,
and achieve sustainable economic growth without harming the ecological balance.

The essence of sustainable development is manifested in solving existing social problems at the regional
level, ensuring a balance between economic and environmental development, and creating a favorable living
environment for the population. At the same time, this process requires the rational use of the region’s overall
resource potential. These resources include the geographical features of the territory, natural resources,
economic and infrastructural capabilities, industrial potential, and the level of development of individual cities.

The implementation of the concept of sustainable development serves to ensure the harmonious
development of society, the economy, and the natural environment. This concept provides for the implementation
of the following tasks in various areas.

In the economic sphere, sustainable development is aimed at forming effective and long-term economic
systems. At the same time, economic growth must be accompanied by the conservation of natural resources,
increased production efficiency, and the maintenance of ecological balance.

In the social sphere, this concept serves to improve the quality of life of the population, strengthen social
stability, and develop human capital. In particular, expanding access to education, healthcare, and other social
services is an important priority.

In the field of ecology, sustainable development is aimed at preserving biodiversity, reducing the negative
impact of human activity on the environment, and ensuring the rational use of natural resources.

In the field of science and technology, sustainable development stimulates the creation and implementation
of innovative technologies. Such technologies contribute to increasing production efficiency, reducing
environmental damage, and forming a “green economy.”

The concept of sustainable development is widely applied at various levels of public administration—in
international, national, regional, and local policy. It serves as an important methodological basis for developing
development strategies, improving legislative and regulatory documents, and systematically addressing
economic, social, and environmental problems.

The significance of this concept lies in its focus on ensuring a balance between economic growth, social
needs, and environmental protection. Its consistent implementation will increase the efficiency of natural
resource use, reduce waste and environmental pollution, improve the quality of life of the population, and
ensure long-term economic stability.

In global practice, many countries and companies are incorporating sustainable development principles
into their strategies. To achieve this, tools such as environmental standards, product certification, environmental
protection mechanisms, corporate social responsibility, green investments, and resource-saving technologies
are used.

However, the degree of implementation of these principles varies across countries and business entities.
As a result, pressure on natural resources and the environment may increase, creating additional challenges
for long-term sustainable development. Therefore, the broader implementation of sustainable development
principles, raising public environmental awareness, and strengthening social responsibility for environmental
protection remain important policy priorities.

Implementing the concept of sustainable development requires a wide range of measures across various
sectors and management levels, ranging from individual actions to global policy.
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This concept combines the principles of institutional economics with a resource-based approach. This
approach can contribute to more effective regional management, the rational use of available potential, and the
achievement of sustainable development goals.

According to the resource-based approach, the region is considered the primary object of strategic
development. Its natural, labor, production, infrastructural, institutional, and financial resources are important
factors influencing sustainable development. This approach contributes to the optimal use of regional resources,
the balancing of economic activity, and the achievement of long-term strategic goals.

The formation of the region’s sustainable development strategy is carried out in several stages.

At the first stage, sustainable development goals are defined or revised for each region based on the
country’s long-term socioeconomic development concepts and national strategic documents. In the context of
Uzbekistan, this process must be aligned with the “Uzbekistan—2030” Strategy, regional development programs,
and priority areas for the transition to a “green economy.”

At the second stage, the external environment and competitive advantages of the region are analyzed.
Economic, technological, social, institutional, and environmental factors influencing the sustainable development
of the region are examined. The availability of resources, the product and service market, consumers, suppliers,
competitors, and intermediaries in the region are also assessed. When determining competitive advantages,
special attention is paid to natural resources, labor potential, production facilities, infrastructure, the institutional
environment, and financial opportunities.

At the third stage, a SWOT analysis is carried out. This analysis serves to identify the region’s strengths
and weaknesses, development opportunities, and external threats. Most importantly, a SWOT analysis should
not be merely a descriptive document; it must lead to clear management decisions on utilizing opportunities
and mitigating threats.

At the fourth stage, the main strategic scenarios for the sustainable development of the region are
developed. At this stage, various strategic alternatives are analyzed, their economic, social, and environmental
consequences are assessed, and the optimal baseline strategy for the region is selected.

At the fifth stage, the chosen basic strategy is specified in practical directions. At the same time, a strategy
for priority areas of territorial management, a functional regional development strategy, and sustainable
development strategies for regional centers and large cities are formed.

Thus, the strategic model aimed at the sustainable development of the region is based on the effective
management of its socioeconomic potential. This model is formed based on the “principles—process—results”
logical chain, combining elements of institutional economics theory and a resource-based approach.

The main results expected from this approach are improvements in the quality of life of the population, the
strengthening of the socioeconomic potential of the region, and ensuring the long-term stability of the regional
socioeconomic system.

The sustainable development of a country and its regions largely depends on their role in the world
economy, foreign economic relations, and cooperation with other countries in the fields of science, technology,
and innovation. For such cooperation to be effective, the effective participation of relevant stakeholders in
innovation processes is important.

In the context of regional innovation and regional development, public institutions play an important role.
Public institutions can support the participation of scientific organizations, business entities, local authorities,
and civil society representatives by reducing financial, organizational, and institutional barriers.

CONCLUSION AND SUGGESTIONS

The results of the study showed that endogenous factors of sustainable economic development in the
regions of Uzbekistan are formed differently depending on the economic specialization, resource potential,
and institutional characteristics of the regions. Industry, investment, small business, the service sector, and
employment serve as the primary drivers of regional economic growth, and their interconnection determines
the level of economic stability.

It is advisable to use the “institutional environment—economic drivers—social results—integral stability”
model proposed within the framework of the study for the differentiation of regional economic policy. At
the same time, it is proposed to develop innovative clusters in industrialized regions, expand financial and
institutional support in regions with high small-business potential, and improve employment infrastructure
in regions where the labor market is uneven. These measures will serve to effectively utilize the internal
economic potential of the regions, reduce interregional disparities, and ensure long-term sustainable
economic growth.
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