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CONCEPTION OF ZONAL POLICY FOR UZBEKISTAN

Hamraev Halim, PhD, Faculty of social-economy
Bukhara State University, Uzbekistan

Uzbekistan, as many other former socialist states, is undergoing market economy transition
reforms, and leaving elements of command economy behind. One of the main issues of the
Iransition periods is liberalization of society, including its economic aspects and this process is not
moving straightforward. This process is moving difficultly especially in Uzbekistan. That’s why at
the mean time, one of the missions to accelerate the economic development is to strengthen the
liberalization of society, including liberalization of economy. To do so, it is important to create free
economic zones, which is one of the widely used methods. Consequently, zonal policy must be one
of the key directions of the Uzbekistan policies.

Key words:Free Economic Zone, Zonal Policy, zonal Administration System, Free Tourist
Zone, Introduction

Zonal policy is the creation of free economic zone (that is FEZ) and the collection of
measures such as to learn thoroughly the potential of region, net sphere and separate companies and
by giving them more freedom to develop the realization system of this potential which government
conducts.

As the process of liberalization has been going on in developed countries for at least 2-3
centuries, the zonal policy is not so actual for them. But for countries whose economy is in the
transition period, in our view, the policy of liberalization, is very important and an integral part of
policy of reforms. In liberalizing the society of Uzbekistan, as being the main part of the
liberalization policy, zonal policy plays most important role.

Section

The importance of FEZ in contemporary economics could also be seen by their spreading
across the globe. Nowadays FEZs exist in all continents and regions of the world. All countries that
have taken their path towards economic, development are intensively exploiting the possibilities and
opportunities of creating FEZs. The chart given below proves this statement. It is clear that in 65.6
% of all the countries, i.e. 143 of 218 countries have FEZs. Upon analyzing the distribution of FEZs
around the world, we have approximately divided the countries into six regions. The largest ratio of
FEZs is observed in Latin America and in developed countries (respectively 91.1 and 87.5 percent).
In late years this institution is incoming into the transition economies in high temps. Africa remains
the underdog of this list, possessing 24.1 percent of the total value.
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Section

Uzbekistan should work out upon its own zonal policy, and have a concrete programme to
found and set the FEZ, and this program must be directed to use successfully taking into
consideration the geographic and economic position of Uzbekistan as it is situated in the crossed
area of the three giants - China, India and Europe as they are economically developed countries in
the universe.

For entering the zonal policy the real life the country must fulfill the following measures,
firstly:

1) The government decree on regional policy.

2) The foundation of committee which governs regional policy, the creation of regional
management, and to determine their rights and duties, and the field of competence.

3) To establish and admit the regional law on regional system of management, the
system of imposing regional tax, regional passport, the system of visa, regional money and the
system of currency, regional labor, social and other relations which control them.

4) To work out on a FEZ program over the country and confirm it by the government. We
think that we should begin with the creation.

Firstly, in the program should be determined clearly, the possibility of the foundation FEZ
types (nowadays more than 40 types such as the free customs areas for Uzbekistan, free trade
regions, free industrial - trade zones, techno - parks, and business incubators).

Secondly, taxes, economical, administrative and foreign trade privileges which are given to
FEZ must be explained clearly.

Thirdly, the creation of FEZ management and requirements to its every part should be
defined. There must be method or style which determines the usefulness of FEZ activity. It gives
the possibility to evaluate the employees who are engaged in FEZ by the main numbers.

Foreign businessmen usually come to the region, when the necessary infrastructure is ready.
The expenses of infrastructure are considered as the main part of the expenses for creating and
making activity of FEZ. That's why 80 percent of investment which is given to FEZ coincides to the
inland resources. In Russia and some other countries they had a wish to cover the main part of the
initial expenses at the expense of foreign resources. The foreign businessmen did not understand
and confirm it.

In issue of the system of regional management, there are a lot of successful and unsuccessful
experiences in creating FEZ the experts of UNO came to some conclusions. One of them - it is
necessary to determine the role and the place of central and local government in planning, creating,
programming regions and in their activity.

Initiative can be both in the hands of local government and central government bodies.
Foreign experience shows that is not so important. In some countries central government organs
(The Ministry of Industry, The Ministry of Finance, Plan Union, Special Administration and others)
control the administration. Because they have a great experience in realizing important project, and
they are competent in foreign economic relations. And besides it (China, USA, Poland, Malaysia)
FEZ are absolutely under authority of local government and are winning good advances. Special
administrative structures for management of FEZ are created by local government organs in many
countries. In others commercial enterprises are involved in management. But their activity is center
the control of local government. In a number of countries the responsibility of management is
imposed to customs, tax and other organs. The management of FEZ in area level creates rivalry
among regions. And this will have a good influence on the activity of regions. China is experienced
country in zonal management. If FEZ are organized not in totalitarian way, but in independent
ways, it will give better results. That's why area administration of country must take into
consideration this fact. Otherwise, this institution can't be the same in regions, net and branches.
That's why, regional governments, ministries, enterprises and their structures can't be the similar.
So, they shouldn't work according to any optimal ratio created by higher organs. And only market
relations can show this optimal ratio. The enterprise ministry or convention which chooses such
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kind of optimal ratio, form, structure rightly can work successfully and can win rivalry struggle.
FEZ must have a special administration structure as relatively autonomous regional holding. It must
provide the whole complex economical functions of the area enterprises and the interrelation
between the central government and regional organize a small committee in the cabinet of ministers
in order to carry out an area policy. This committee must consist of the following sectors.

1. The sector of macro environment and investment environment development for FEZ;

2. The sector of creating microenvironment for FEZ;

3. The sector of learning and distributing the experience of FEZ;

4. The sector of management of FEZ;

5. The sector of financial control of FEZ;

FEZ must be arranged in macro-level. The committee must have independence and deal
with the problems of central government organizations and FEZ administrations.

It is necessary that this organ must not carry out its function with administrative measures.
The legal base of controlling regions by the government must be the law about FEZ. The functions
of the committee are the following:

- To learn foreign experience in creating FEZ and to study whether it is suitable to the
condition in Uzbekistan.

- To work out the conception of creating FEZ, in Uzbekistan.

- To investigate the comfort of FEZ in modern business and small innovation business and
to explain its seriousness.

- To develop the formation of convenient investment atmosphere in the country.

- To prepare specialists for FEZ, besides to involve the experienced foreign experts, and to
work intensively in regions.

- To determine the factors which hinder the FEZ in society and economy, it would better -
work constantly on making suggestions according to the reforming of government and private
factors which hinder to the activity of FEZ.

It would be better to form a special administrative branch in provinces for realization of area
policy in the regions. The main principal is to serve as a convenient tool in solving organizational
problems quickly and cheaply for investors. FEZ must have a strategy and tactics all over the
country for realization of the program of FEZ development of the central government, for creating
guarantee mechanism to foreign investors, for forming the systems of finance - credit, customs
currency of FEZ. In area policy not only the central governments benefits but also the local
government must be taken into consideration. Otherwise, there will be a great hinder to the creation
of FEZ. Generally speaking creation of FEZ, is not against the benefits of local government, on the
contrary FEZ - are very admiring for local government, as it will open great opportunities.

Firstly it is possible to examine the model of solving economic problems in the country and
in the regions. The region can serve as a centre of examining new forms learning, and distributing
of foreign experience, and keeping the household. It is easier to solve the negative consequences of
using market mechanisms in the region itself, because its limited with a small area.

Secondly, it gives a chance increase foreign investment into the economy of the country and
the region.

Thirdly - it creates the opportunity to take new techniques, advanced technology and know -
how's, and they give a chance to economy of Uzbekistan to solve all the technological problems
during a short period of time.

Fourthly, areas give a chance to organize a new kind of producing industry, to : the potential
of export, to increase the quantity of ready products, and the income of currency.

Fifthly, the relation of export and import in the regions will develop more quickly than on
average indicators of republics;

And this gives the opportunity to involve the economy of country actively in modern
international relations and Joining the international labor divisions.

Sixthly, it gives a chance for creating technological centers for scientific inventions and
bringing news quickly in the sphere of regions. Besides, it quickens the stream of the population
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and production factors, and international low norms, business habits, behavior and techniques
standards will adopt sooner.
THE TABLE IS TO BE PUT IN THE SECOND SESSION OF THE FIRST PAGE.
Table. Global spread of free economic zone in the world.

Number o | Countries, In Countries, which | In
Regions countries  in | which  have | percentage | have not FEZ** percentage
regions FEZ*
Developed 32 28 87,5 4 12,5
countries
Latin America 45 41 91,1 4 8,9
Africa 54 13 24,1 41 75,9
Asia 37 26 70,3 11 29,7
Oceania 18 11 61,1 7 38,9
Transforming 32 24 75,0 8 25,0
countries
Summary 218 143 65,6 75 34,4

Permition: * - countries, which have FEZ or used this mean in last ten years ** - countries,
which have not FEZ or missing date. Table compiled by the author.

The experience of Ireland is very helpful for the most sector of the area management
"Shannon" relying on the management of FEZ. Steven Dreivar considers the controlling the region
like the development of half autonomous and formation the agency of marketing as the universal
measures. The potential investors can not have enough information about FEZ without this agency.
Besides it, if investor (foreign or native) is interested in any FEZ, mainly the privilege which gives

the area and the following convenient, useful, possible information about the conditions must be
taken.

- about the sufficiency of the experienced experts in the region;
- about what kind of real estate should be bought or can be taken by leasing;
- the condition of the railway, main auto lines, airports and the transport services, the level

of their quality, is supplying with energy surely, and how the level of development of
telecommunication lines.

- What kind of services for supporting activity in regions (juridical, counting - house, bank,
advertisement) can be shown.

- is the area safely for living of foreign workers and their families.
- What are the laws and rules to protect the environment?
- How and from whom is possible to get the essential license and other documents;

- Do they require any agreement for controlling the activity (with the local government, the
tax officer, the landowner).

- What is the importance of local law and the level of its working and others.

- Relying on the world experience, we can say this, the administrative organs of FEZ should
how the following rights to control the economy of region on these matters.

- formation the antimonopolistic system for controlling the producing and selling goods in
the region.

- For controlling the communal, everyday, social, transport services and defining the price
for paid services like education and public health.
- Giving license, patent for building (reconstructing) offices;

- To close enterprises for producing prohibited products and without permission, and which
don't follow the determined laws)

- Forming the policy of regional economy.
- It would better at the as following,
the administrative territory of FEZ.

The country appoints the general principles and the conductions of the region (the law of
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organizing and liquidation, imposing tax, the order of currency and intercreative account the boards
of custom offices). It creates the economical mechanism for solving all the negative results which
may happen, to work out on mechanism differentiated tax, customs, credit, the policy of currency,
. and the influence to the attraction of foreign investors.

- The administration of the region will take the responsibility of commercial risk and
economical relations, determine the aim of creating this or that companies, to solve the very delicate
sides of socio -- economical development of the area.

- Administrating and controlling the FEZ activity, are fulfilled by a special government
organ. This organ cab be the ministry of industry and trade (South Korea) or the special
administration committee of FEZ (like China's Guan dun province). As above mentioned in
Uzbekistan it would better to organize a special area organ. It must be as a form of the committee
which will be rightly under the subordination of the president.

The Administrative organs of FEZ must look for the measures in order not to be under
pressure of neither the local nor the central organs. On the contrary these organs can use the
freedom which domains FEZ for their benefits. And this can start a conflict on the one hand
between the administration of FEZ and local government, on the other hand between administration
of FEZ and central government. For this:

- the principal of FEZ should be given the great privileges;

- To look for the measures in order not to put the administration of FEZ under the
subordination to the interval parts of the hierarchy of state apparatus.

- The committee which can protect the advantage of FEZ in the country, must be the central
organ with the great rights.

Nowadays, in condition of Uzbekistan it would better to appoint the principal of FEZ by the
president.

For creating FEZ - we should use the model version, that is before we must organize small
points and create the very simple forms of FEZ in these points; like customs area, business
incubators and trade regions. After gaining the experience and the continuing the life cycle of FEZ
then they must be developed and improved. At the next steps, there should be taken much attention
to the technological investigation and developing the services of regions (there must take into
consideration mainly - the developing the most important tourist regions).

In our opinion, regional policy of Uzbekistan must be administrated as following in order to
satisfy the requirements:

- It must provide the whole economy of the country, with the economical stability, mainly
the investors who work in FEZ and are interested in markets.

- To create the investment environment in order to attract the more investors in the whole
area of the country and mainly in FEZ areas, and improve its attractiveness.

- The create the conduction which provides the sides who work in FEZ with a harmony of
the advantages and improve them.

- To help provide the foreign investment to FEZ.
- To create the conduction in order to provide the active participation of native businessmen
to FEZ and improve them. :

Mainly the local government and local businessmen must be interested in talking benefits in
a creation of FEZ.
Because, they have a great influence for formation of the convenient investment atmosphere.

From the optimal setting point of view of FEZ, we can divide the area of Uzbekistan into 5
regions conditionally:

1. Northern (the provinces of Tashkent and Syrdarya)

2. Western (the provinces of Andijan, Namangan and Ferghana)

3. Central (the province of Samarkand, Djizak and Navo)

4. Eastern (the province of Khorezm and Karakalpak Republic)

5. Southern (the province o Bukhara, Khashkdariya and Surxandariya)

For Uzbekistan most perspective — the southern region, and tendency of Uzbekistan must be
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routed for creation the liberate economical zone in southern region of republic.

Conclusion

As a conclusion, we tould state that, in order to gain the intensification in liberalizing the
society including liberalizing the economy of Uzbekistan, it is important to use one of the tested
instruments of liberalization which comes up to be “creating free economic zones”. And for that
reason zonal policy should be one of the key directions of the Uzbekistan policy, and creating the
FEZ should be one of the most important strategic tasks of the government. From this point of view,
southern part of Uzbekistan is most matching region for creating the FEZs. It would be appropriate
to rely on the module option in creating FEZs.
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DKon02uteckull MypusM — SMo NyMeMecmeus ¢ Yeavio Uyuenus U COXPAHeHus NPUPOOHOT
U Kyiemypnou oxkpycaioweii cpeost. Ilo cymu smo nymewecmeus. ocHogHol yenvio 1 00bekmom,
KOmOpbIX  AeNAemca  cama npupood. B cmamve Oano onucanue 0Xpansemix MpupoOHsix
meppumopul Y30ekucmana, a maxice ux uCnonb306anue 8 Yeisx IKOI02UHECKO20 Mypumd.

Kmouesvie coea: sxonoeudeckuii mypusm, npunyunst sxomypusma, 00bexmoy IKOMYpUIMAQ,
oxpansieMble RPUPOOHLIe meppumopuu Ysbexucmana, mypucmexkas ungpacmpykmypa.

B Hacrositiee Bpems TypusM SIBNIAETCS OJHHM W3 BEJyUIMX HAMPABICHUH COLMATLHO-
OKOHOMMYECKOH, KyNbTYPHOH ¥ MOJIMTHYECKOH JIEATENBHOCTH GONBUIMHCTBA TOCYHAPCTE W
pervoHoB Mupa. Typusm kak chepa XO3sMCTBEHHON NEATENHHOCTH, MOJOKMTENHHO BIMSET Ha
BHCLIHETOPrOBBIA  0GOPOT  rOCYAApCTBA, CTOCOGCTBYET MOBBILNEHHIO 3aHSTOCTH HACENEHMUS,
PasBUTHIO MHPPACTPYKTYPHI, a Takke HOPMUPOBAHUIO TIONOKHUTENEHOTO UMHIIKA rocynapcrtra. B
cepe TypusmMa TeCHO meperieTEHbl HHTEPEChH KyJAbTYphl, TpaHCTopTa, OGe30MacHOCTH,
FOCTUHUYHOTO Ou3Heca, u 1pyrux. C yu&TroM BHYTPEHHETO TYpH3Ma, MOYTH MONOBHHA HACEICHMS
3CMHOTO MIapa €XEroJAHO CTaHOBUTCA TypUCTaMU. TYPHM3M 3aHHMaeT 3HAYMTEIHHOE MECTO M B
MEXIYHAPOJIHBIX OTHOLICHUAX: M3 7 MIpJ. HYENOBEK HA MUIAHETE €XErojHo OKono | MIpH.
©XKETO/IHO MOCEIIAIOT 3apyOeKHbBIC CTPAHBI B TYPUCTHUYECKUX LIENSX.

3a mocneanme roas B PecriyGnnke Vabekucran yuensercs OTPOMHOE 3HaYeHWe Pa3BUTHIO
TYPUCTCKOW WHAYCTpUM. EsKeroaHo crpaHy mnocemaer okojo IBYX MWIJIMOHOB TYPUCTOB,
TYPUCTHYECKOH LEJTBIO KOTOPHIX, B OCHOBHOM, SIBIISETCS TIOCEIICHHE JPEBHUX KYJIBTYPHBIX
ropozioB, Takux Kak byxapa, Camapkani, Xusa. BesycioBHo, 3T ropojia HaCUUTBIBAIOT ThICIUM
NamMATHUKOB apXHUTEKTYpbI, NPUHATICKAIIME PA3TUYHBIM UCTOPUUECKMM SIIoXaM. B Toxe BpeMS B
pecrtybiivike ApKO BBIpaXeHa TYPUCTCKast CE30HHOCT. OCHOBHOM TYPIOTOK TPUXOJNUTCS Ha BECHY
(anpeuib, Maii) ¥ paHHIOIO OCeHb (CEHTSOPS, OKTSIOpb). B cBA3M, ¢ Yem rosoBas 3arpyska rocTuHuI B
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