( @ ‘5' YENABUHCKUNA NOCYAAPCTBEHHbIA
VLY /7 uHCTUTYT Ky NbTYPbI

ACHIEVEMENTS IN SCIENCE 2026 “

RTUNITIES FOR DEVELOPING REGIONAL ECONOMY BASED ON
FINANCIAL SERVICES OPPORTUNITIES

Jo'rayev Shermat Isroilovich
Bukhara State University, Independent researcher

Abstract: This article examines the opportunities for developing the regional economy through the
expansion and effective use of financial services. The study analyzes the role of banking services, digital
payment systems, microfinance, insurance, and fintech solutions in stimulating regional economic growth.
Special attention is paid to the importance of financial inclusion, access to credit resources, digital financial
technologies, and investment activity in supporting entreprencurship and improving living standards. The
article also highlights existing challenges, such as regional disparities in financial infrastructure, low financial
literacy, limited access to digital technologies, and cybersecurity risks. Based on the analysis, the study
proposes ways to improve the efficiency of financial services and strengthen their impact on sustainable
regional economic development.
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In the context of globalization and the rapid development of the digital economy,
financial services have become one of the key drivers of regional economic growth and socio-
economic stability. The effective functioning of financial institutions, including banks,
insurance companies, microfinance organizations, and digital payment systems, plays a
significant role in supporting entrepreneurship, increasing investment activity, improving
employment opportunities, and enhancing the overall standard of living of the population.

Therefore, the development of regional economies increasingly depends on the
accessibility, quality, and efficiency of financial services.In recent years, many countries have
focused on strengthening regional economic development through the expansion of modern
financial services. In particular, digital banking, mobile payment systems, internet banking,
fintech technologies, and microfinance services have created new opportunities for
businesses and households in both urban and rural areas. These services not only simplify
financial transactions but also improve financial inclusion by providing wider access to
financial resources for small businesses, entrepreneurs, and low-income populations.

Regional economies often differ in terms of economic potential, infrastructure,
investment attractiveness, population density, and technological development. As a result,
the level of access to financial services also varies significantly across regions. In
economically developed regions, financial markets are usually more diversified and
technologically advanced, whereas remote or less-developed areas often face challenges such
as insufficient banking infrastructure, low financial literacy, limited internet connectivity,
and restricted access to credit resources. Such disparities can slow down regional economic
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iden socio-economic inequalities. The development of financial services creates
opportunities for regional economies. Improved access to credit and investment
o stimulates the growth of small and medium-sized enterprises, encourages
ovatlon and supports local production. Digital financial technologies reduce transaction
s costs, increase transparency, and facilitate faster economic interactions among businesses
: .,;,;) and consumers. Moreover, the expansion of financial services contributes to the

- formalization of economic activities and strengthens the integration of regional markets into
; the national and global economy.

Despite these opportunities, several challenges remain in achieving balanced regional
financial development. Issues related to cybersecurity, technological infrastructure, digital
literacy, and institutional capacity continue to affect the efficiency and reliability of financial
services. Therefore, it is essential to analyze the opportunities and mechanisms for
developing regional economies based on financial services while considering regional
characteristics and existing barriers.This study aims to examine the role of financial services
in regional economic development, identify the main opportunities and challenges associated
with financial service expansion, and propose scientific and practical recommendations for
enhancing regional economic growth through modern financial mechanisms.

This situation demonstrates the necessity of strengthening regional financial inclusion
policy.
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Figure 1. Impact degree of economic and social factors on financial services in Bukhara
Province (%)2°

According to the data presented in the figure, the greatest impact on the financial
services system comes from economic infrastructure (25%) and the agricultural sector
(20%). This confirms the direct interconnection between the region’s economic activity and
financial services. The 15 percent share of the transport and logistics system demonstrates its
role as an accelerating factor in expanding the geographic reach of payment systems, cash

26 Developed by the author
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d banking operations in the region. Demographic factors (14%) are explained
ung population’s rapid adaptability to financial innovations. Education, regional
ties, and digital communications exert an indirect but long-term positive impact on
financial services system. Notably, education system growth strengthens the social
foundation of financial stability by enhancing financial literacy.

Based on the above data, the following conclusions can be drawn:

v’ The economic infrastructure, demographic composition, and social structure of
Bukhara Province serve as the primary determinants of the financial services system.

v’ The development of transport-communication and digital technologies enables the
territorial expansion of financial services.

v' As the population’s education level and financial literacy increase, financial inclusion
strengthens and service diversification grows.

v’ Regional disparities are primarily explained by the uneven distribution of financial
institutions. Therefore, it is essential to widely implement mobile banking, agent banking,
and digital platforms.

v' A financial services development policy that deeply accounts for the region’s socio-
economic characteristics should be viewed as a strategic direction in establishing a
sustainable financial system for Bukhara Province.

The development of financial services segments in the regional economy is one of the
key indicators determining economic stability, employment, and investment activity levels.
Each territory forms its own unique demand for financial services depending on its economic
structure, production potential, population income, and entrepreneurial activity. In the case
of Bukhara Province, this process is particularly relevant, as the provincial economy is
distinguished by its agrarian sector priority, while at the same time, the share of
industrialization and the services sector has been growing in recent years.

Financial services segmentation refers to the differentiation within the financial system
of various directions — banking services, microfinancing, insurance, investment, leasing,
payment systems, and other services. These segments develop to varying degrees in each
region and exert different scales of impact on economic life?". In this research, the financial
services segments in Bukhara Province, the factors affecting their formation, and their
territorial distribution were analyzed. Based on the results of this analysis, the level of
development of regional financial infrastructure is determined.

Financial services segmentation reflects the degree of capital circulation in the
economy, resource redistribution, and satisfaction of the financial needs of economic entities.
In international practice, financial services are divided into the following main segments?®:

1. Banking and finance sector - lending, deposits, settlement and payment services;

2. Insurance sector - life and property insurance, mandatory and voluntary insurance

types;

27 Saunders, A., & Cornett, M. M. (2019). Financial Institutions Management: A Risk Management Approach. McGraw-Hill Education.
28 OECD. (2021). Financial Markets and Regional Development Report. Paris. Asian Development Bank (ADB). (2022). Financial Inclusion and Regional
Economic Stability in Central Asia.
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inancing - loans designed for small business and low-income populations;
vestment services — the process of attracting capital between enterprises and
I'S;
5. Leasing and factoring services — a financial form of providing manufacturers with
machinery and equipment;

6. Payment systems and digital finance - electronic payments, fintech technologies,
mobile banking.

Each of these segments has its own functional role in the economy, and they collectively
form the regional financial system in an interconnected manner. At the regional level, the
proportion of segments depends on the territory’s economic specialization, production
structure, population income, and business activity.

Regarding the economic basis for the formation of financial services segments in
Bukhara Province:

Historically, Bukhara Province’s economy has been based on agriculture (cotton
growing, grain cultivation, livestock). However, in recent years, the share of services,
tourism, oil and gas industry, and small business in the province has been growing.
According to 2024 year-end results, 28.3 percent of the province’s gross regional product was
attributed to industry, 32.1 percent to the services sector, and 30.7 percent to agriculture?’.

This structure leads to the differential development of demand for financial services:

For the agricultural sector — there is high demand for microlending, leasing, and
insurance services;

For industry and services — demand for investment and payment systems is increasing;

For the population — consumer credit, deposits, and remittance services hold a
primary position.

In the conditions of Bukhara Province, regional infrastructure, digital technologies, and
the population’s financial literacy level also play a decisive role in the development of
financial segments.

The major commercial banks operating in the province — branches of “Agrobank,”
“Asaka,” “Xalq Banki,” “Microcreditbank,” and “Alogabank” — manage the main financial
flows in the region. In 2024, the volume of bank assets in Bukhara Province amounted to 19.8
trillion soums, an increase of 1.7 times compared to 2020 (Central Bank of the Republic of
Uzbekistan reports, 2024)*. The banking segment is primarily active in the following
directions (Figure 2). In 2024, the number of microcredit organizations operating in Bukhara
Province reached 37, with their total credit portfolio amounting to 482 billion soums.
Microfinancing is primarily directed at financially supporting small entrepreneurship,

2% Buxoro viloyati statistika boshgarmasi. (2024). Hududiy igtisodiy ko‘rsatkichlar to‘plami. Bukhara Province Statistics Department — 2024 "Gross
Regional Product" press release.

30 O‘zbekiston Markaziy banki, “Information on major indicators of commercial banks as of April 1, 2024” — aktivlar hajmi va banklar bo‘yicha tagsimot.
O‘zbekiston Respublikasi Markaziy banki, “Statistik byulleten — 2024 yil dekabr” hisobot.
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omen’s and youth startups in rural areas (Bukhara Province Department of
and Finance, 2024)3L

The development of this segment has a positive impact on the region’s social stability,
"t enhances economic inclusion — that is, it expands the population’s access to the
“financial system (ADB, 2022)%2. The insurance market in Bukhara Province is relatively new
* but shows positive growth dynamics. In 2024, the number of insurance companies operating
in the province reached 12, with a total of 176 billion soums in insurance premiums
collected.*® The most demanded areas include agricultural crop insurance, automobile
insurance, and health insurance.

Preferential agricultural
— loans (for cotton-grain
clusters);

Consumer loans for the
population (housing,
education, auto loans);
Banking Segment

Directions
Credit lines for business entities:

Digital banking services (mobile
— payments, "Humo" and "Uzcard"
systems).

Figure 2. Banking segment directions.>*

However, insufficient insurance culture and low levels of public trust are impeding the
full realization of this segment’s potential. For this reason, regional programs to improve
financial literacy are being implemented (Presidential Resolution PQ-184, 2023).3> With the
improvement of the investment climate in the province, demand for investment and leasing
services is growing. In 2024, 6.2 trillion soums in foreign direct investment was attracted to
Bukhara Province, which is 1.5 times more than in 2021%¢. Leasing services are being utilized
as an important financial instrument particularly for updating machinery and equipment in
manufacturing enterprises. In 2023, the “Uzavtolizing” Bukhara branch provided leasing
contracts worth 112 billion soums to 74 enterprises.*”

31 Bukhara Province Department of Economy and Finance. (2024). Mikroqarz tashkilotlari faoliyati va kredit portfeli bo‘yicha hisobot. Buxoro: Bukhara
Province Department of Economy and Finance.

32 Asian Development Bank (ADB). (2022). Financial Inclusion and Economic Development in Central Asia. Manila: Asian Development Bank.
https://www.adb.org/publications/financial-inclusion-central-asia

33 O'zbekiston Sug‘urta Assotsiatsiyasi. (2024). Sugurta bozori rivoji bo‘yicha yillik hisobot. Toshkent: O‘zbekiston Sug‘urta Assotsiatsiyasi.

34 Prepared by the author based on economic data.

35 Ozbekiston Respublikasi Prezidentining garori PQ—184. (2023). Moliyaviy savodxonlikni oshirish va sug‘urta madaniyatini rivojlantirish bo‘yicha
hududiy dasturlarni joriy etish. Toshkent: O‘zbekiston Respublikasi Prezidenti Administratsiyasi.

36 Buxoro viloyati Investitsiyalar boshgarmasi. (2024). 2024-yil uchun investitsiya muhitini rivojlantirish va xorijiy investitsiyalar bo‘yicha hisobot.
Bukhara: Bukhara Province Investment Department.

37 “O‘zavtolizing” AJ Buxoro filiali. (2023). Lizing xizmatlari bo‘yicha yillik faoliyat hisobot. Buxoro: “O‘zavtolizing” AJ Buxoro filiali.
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e shows that the main share of financial services in the Bukhara region belongs
ing sector (48.5%) and digital payment systems (33.9%). This indicates that the
s financial service system remains centralized while simultaneously undergoing a
ge of digital transformation. Although the shares of microfinancing and insurance
segments are relatively small, their socio-economic impact is significant, as these sectors
strengthen mechanisms of economic inclusion and social protection.

Regional distribution of financial services segments — table analysis.

1.3-table
Distribution of financial services segments in bukhara province (as of 2024)3
Ne | Segment Name Financial Share (%) | Main Directions Main Problems
Service
Volume (bln
soums)
1 | Banking sector 19 800 485 Credit, deposits, | High  interest
payment systems rates
2 | Microfinancing 482 1.2 Population, small | Limited
business resources
3 Insurance 176 0.5 Auto, agriculture, | Low
health insurance participation
4 | Leasing 245 0.7 Equipment, machinery | Low market
supply liquidity
5 Investment 6200 152 Foreign direct | Bureaucratic
investment barriers
6 | Payment systems & | 13200 33.9 Mobil banking, Humo, | Low  internet
fintech Uzcard coverage

The territorial distribution of financial services segments in Bukhara Province is
exerting socio-economic impact primarily in the following directions:

Employment and income growth: As a result of microfinancial credits and small
business support, more than 17,000 new jobs were created in 2024.>° Development of rural
infrastructure: Agricultural sector efficiency increased by 6.3% as a result of obtaining
equipment through leasing and developing agricultural insurance. Financial inclusion: The
share of the population with bank accounts increased from 41% to 68% between 2020 and
2024.%° Digital transformation: The number of mobile banking users increased fivefold*.

CONCLUSION

38 Bukhara Province Department of Economy and Finance. (2024). Moliyaviy xizmatlar segmentlari bo‘yicha hisobot. Buxoro: Bukhara Province
Department of Economy and Finance. Central Bank reports

39Bukhara Province Department of Economy and Finance. (2024). Moliyaviy xizmatlar hududiy tagsimoti va ijtimoiy-igtisodiy ta’siri bo‘yicha hisobot.
Buxoro: Bukhara Province Department of Economy and Finance.

40 O‘zbekiston Respublikasi Markaziy banki. (2024). Moliyaviy inklyuziya va ragamli moliyaviy xizmatlar bo‘yicha yillik hisobot. Toshkent: Markaziy bank.
41 O‘zbekiston Respublikasi Qishlog xojaligi vazirligi. (2024). Qishloq infratuzilmasi va agrar sektor samaradorligi tahlili. Toshkent: Qishlog xo‘jaligi
vazirligi. Central Bank data, 2024
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usion, financial services play a crucial role in ensuring sustainable regional
development and increasing the competitiveness of local economies. The research
s demonstrate that the expansion of banking services, digital payment systems,
rofinance institutions, insurance services, and fintech technologies creates significant
opportunities for improving economic activity, supporting entrepreneurship, increasing
employment, and enhancing the living standards of the population. The study revealed that
the level of regional economic development is closely connected with the accessibility and
efficiency of financial services. Regions with developed financial infrastructure and advanced
digital technologies tend to demonstrate higher investment activity, stronger business
performance, and greater economic stability. In contrast, insufficient financial infrastructure,
low financial literacy, and limited access to digital technologies negatively affect economic
growth and deepen regional disparities.

The analysis also confirmed that digital financial services, including internet banking,
mobile banking, and electronic payment systems, are becoming important instruments for
expanding financial inclusion and reducing transaction costs. These technologies provide
businesses and households with faster, safer, and more convenient financial operations while
strengthening integration between regional and national markets. At the same time, several
challenges remain in the process of financial service development. Issues such as
cybersecurity risks, unequal technological infrastructure, limited access to financial
resources in remote areas, and insufficient digital skills among the population continue to
hinder the effectiveness of financial services. Therefore, improving digital infrastructure,
strengthening financial security systems, increasing financial and digital literacy, and
supporting innovative financial technologies are essential for achieving balanced regional
development. Overall, the study proves that the effective development of financial services
creates broad opportunities for accelerating regional economic growth, reducing socio-
economic inequalities, and increasing the efficiency of economic relations. Consequently,
implementing region-oriented financial policies and expanding innovative financial
mechanisms should become one of the strategic priorities for sustainable economic
development.
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