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• The Ministry of Justice of the Republic of Uzbekistan has developed a draft of 
a new Entrepreneurship Code. The draft Code provides for the unification of 9 
existing laws and regulates basic principles of economic activities and 
interactions between private economic actors and the state

• The draft Entrepreneurship Code is currently being discussed with national 
and international experts

• The following Policy Briefing aims at supporting the process by 

– Providing comments on selected parts of the current draft, focussing on 
the provisions regarding state support for entrepreneurship

– Sketching out briefly how selected parts of the draft Entrepreneurship 
Promotion Act differ from German/international best practice

1. Introduction
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The new Entrepreneurship Code (draft as of August 2022) is based on principles, 
which are mainly in line with international best practices and represent progress 
in the field of entrepreneurship. The following highlights some of the particularly 
progressive core principles of the Code for Entrepreneurship: 

Framework condition perspective

• Freedom of entrepreneurship (Article 7)

• Equality of business entities (Article 8)

• Presumption of good faith of business entities (Article 14)

• Limited participation of the state in business activities (Article 20) 

State support perspective

• State subsidies in areas where there is a need for subsidies, high efficiency of 
subsidies, openness of information about allocated subsidies

• Impact assessment of state subsidies before and regularly after introduction 
(Article 265)

2. General assessment
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3. Overview
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Framework conditions perspective State support perspective

• Regulation/Taxation 

• General infrastructure 

• Access to finance

• Labour market

• Macroeconomic stability

• Level playing field

• Business development services

• Financial support services

• Subsidies/grants

• Access to state procurement

• Export/internationalisation support

• Promoting entrepreneurial culture,  
developing entrepreneurial skills

• Support infrastructure

According to international best practice, a modern and comprehensive policy for 
the development of entrepreneurship, comprises two perspectives:

This policy briefing focusses on Section VI of the new Entrepreneurship Code 
(draft as of August 2022), which deals with state support.
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State support for entrepreneurship is an economic policy 
intervention than can be justified when their social benefits are 
higher than the sum of the benefits to private entrepreneurs. 
Arguments for the justification of state support:

• Positive external effects

– Knowledge spillovers

– Learning from failure

• Liability of newness and smallness (esp. startups and SME)

– Restricted access to finance

– Inferior access to markets

– Inferior access to state procurement

• Positive contagion effects (role models, inspiration for others)

4. Principles of state support for entrepreneurship

6



© Berlin Economics 7

Provision of information

Business development services

Financial support

Loan/credit guarantees

Export facilitation

Subsidies
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4. Principles of state support for entrepreneurship (cont.)
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5. Discussion of selected provisions of the draft code
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The SME definition is appropriate for statistical purposes and for 
benchmarking with other countries.

The thresholds for average annual turnover defining small and medium-
sized enterprises are proportional to the thresholds of the EU SME 
definition, taking into account the ratio between Uzbekistan's GDP per 
capita and the EU average. The thresholds for average annual number of 
employees are partly in line with the EU definition. The definition that 
distinguishes an SME from a big enterprise (which is the most important 
definition) is in line with the EU SME definition, taking into account the 
ratio between Uzbekistan's GDP per capita and the EU average. 

The SME definition is not sufficient for determining eligibility for state 
support because (1) it does not exclude state-owned enterprises and 

(2) it does not take into account affiliated companies (e.g. exclude 
companies split into several SMEs for tax privileges or subsidies).

The EU SME definition excludes state-owned enterprises and

specifically takes into account affiliated companies.
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5. Discussion of selected provisions of the draft code
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The current provisions in article 259, 275 do not include support for 
internationalisation and export, while Article 284 does.

Export facilitation and internationalization support are important pillars of 
state support to entrepreneurship. This is especially the case for SME. 

It is inconsistent that foreign trade activities are listed in Article 284 but not 
in Article 259 und 275.

Export facilitation and promotion are parts of the portfolio of state support 
on Entrepreneurship
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5. Discussion of selected provisions of the draft code
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Government purchases related to the guaranteed purchase of products 
based on scientific achievements and advanced technologies are carried out 
without going through the procurement procedures provided for by the Law 
of the Republic of Uzbekistan "On State Procurement".

Such an approach is 

• Prone to misuse

• Prone to corruption

• Prone to distortions of competition

There is some international experience with the idea of "guaranteed 
purchase of products based on scientific achievements and advanced 
technologies," but only a few countries follow this approach

International best practice differs from the provisions of the draft, as 
follows:

• Guaranteed in the sense of a fixed share of the state budget

• Concerns only purchases from SMEs

• Procurement contracts are based on the state procurement regulation
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5. Discussion of selected provisions of the draft code
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Entrepreneurship Assistance Centers are established by the Chamber of 
Commerce and Industry of the Republic of Uzbekistan.

Entrepreneurship Assistance Centers are established to perform the 
following tasks … 

The listed tasks of Entrepreneurship Assistance Centers correspond to best 
practice.

However, unlike incubators (see Art. 271), only chambers are allowed to 
establish such centers. There is no economic justification for this 
restriction. Moreover, chambers of commerce should decide for 
themselves which services they provide (self-regulation).

• Entrepreneurship Assistance Centers at the Chambers of Commerce on 
a voluntary basis

• Entrepreneurship Assistance Centers in Universities (state funded)

• Privately owned Entrepreneurship Assistance Centers 
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5. Discussion of selected provisions of the draft code
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Entrepreneurship that meets one of the following criteria is recognized as 
youth entrepreneurship:

1) if young people are fully responsible for the management of the business 
entity; 2) if at least one third of the management bodies of the business 
entity are young people; 3) if the share of youth (young people) in the 
charter fund (authorized capital) of the business entity is fifty percent or 
more.

Accordingly, with the term “woman”.

These definitions are not appropriate, because:

• the term “young” is not defined.

• the definitions could include many very different cases (e.g. 
multinational businesses run by a chair woman)

• Differentiation problems, e.g.: Capital held by the women or in the joint 
property of a marriage?

Specific support programs use their own specific definitions of 
women/youth entrepreneurship
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5. Discussion of selected provisions of the draft code

13

(Includes:)

• assistance in foreign trade activities of small and medium 
enterprises;

• adoption of programs to support small and medium-sized 
enterprises, including state programs encouraging the transition 
from small to medium-sized enterprises;

• introduction of a simplified procedure for financial and tax reporting;

• advising small and medium-sized business entities on participation in 
public procurement 

These measures are an effective means of supporting SMEs while 
posing a low risk of misuse and distortion of competition.

Corresponds to international best practice



© Berlin Economics

5. Discussion of selected provisions of the draft code
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… organization of personnel training, retraining and professional 
development.

Government support should be designed in a way that facilitates the 
development of a professional sector of training providers. In the long 
term, the state should (in full or in part) withdraw from the supply of 
vocational training, because workforce training is an investment that 
companies must make themselves.

If the state decides to support the training activities of companies for 
a limited period of time, it does so through private providers of 
training services. Companies buy private training services on the 
market and are reimbursed part of the costs by the state.



© Berlin Economics

5. Discussion of selected provisions of the draft code
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… adoption of state programs to reduce the tax burden… (Art. 284)

Article 288. State programs on reducing the tax burden when 
transitioning from small to medium-sized enterprises

A reduced tax burden on SMEs is particularly prone to misuse, tax 
evasion, tax fraud and distortion of competition.

• Same tax rates for SMEs as for big enterprises, but 

• reduced administrative burden of tax regulation for SMEs, e.g. 
reduced frequency of tax declarations 
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5. Discussion of selected provisions of the draft code
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For two years after the transition of small business entities to medium-
sized business entities, it is not allowed to audit their financial 
activities… 

Inspections should follow a risk-based approach. By their very nature, 
small and medium-sized businesses are on average at lower risk of tax 
default and therefore require fewer inspections on average. However, 
auditors should be able to assess the risk of tax defaults on a case-by-
case basis. 

Inspections follow a risk-based approach
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• The draft Entrepreneurship Code of the Republic of Uzbekistan 
on entrepreneurial activities as of August 2022 shows a clear 
trend towards alignment with international best practice

• Many of the provisions represent a significant advance in the 
regulation of entrepreneurial activity

• Several provisions of the draft law lack clarity of formulation 
which could create legal problems

• Some provisions contain elements that do not correspond to 
economic policy best practices and should be discussed further 

6. Conclusions

17



© Berlin Economics

+ / -

Staff headcount

Balance sheet Annual turnover

Factors to take into 
account for 
defining SME

7. Annex: SME definition of the EU as an example
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• SME must meet 2 criteria

• Either: Headcount threshold and turnover threshold

• OR: Headcount threshold and balance sheet total threshold

7. Annex: SME definition of the EU as an example
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Source: User Guide to the SME definition. EU, 2015.  
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Examples:

7. Annex: SME definition of the EU as an example
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Headcount
Annual 

turnover

Annual balance 
sheet total

Enterprise 
category

1
200

(< 250 threshold)

EUR 100m

(> 50m threshold)

EUR 20m

(< 43m threshold)
Medium

2
200

(< 250 threshold)

EUR 40m

(< 50m threshold)

EUR 100m

(> 43m threshold)
Medium

3
260

(> 250 threshold)
does not matter does not matter Big
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• Staff headcount includes full-time, part-time, seasonal staff:

– Employees

– Persons working for a company being subordinated to it and considered 
to be employees under national law;

– Owner-managers;

– Partners engaged in a regular activity in the enterprise and benefiting 
from financial advantages from the enterprise.

• Headcount does not include apprentices and students engaged in vocational 
training. 

• Staff headcount is expressed in annual working units. Anyone working full-
time within enterprise during the entire reference year counts as one unit. 
Part-time staff or seasonal workers who did not work for the full year are 
counted as a fraction of a unit

7. Annex: SME definition of the EU as an example
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• The choice between turnover and balance sheet threshold is 
provided to take into account sectoral peculiarities:

– E.g. enterprises in trade and distribution sector have by their 
nature higher turnover than manufacturing sector

• Annual turnover is determined by calculating the income the 
company receives during the year from sales and services after 
any rebates have been paid out:

– Turnover should not include VAT and other indirect taxes

• Annual balance sheet total refers to the value of company’s 
assets

7. Annex: SME definition of the EU as an example
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• An enterprise is ‘any entity engaged in an economic activity, irrespective of its 
legal form’ 

• Share of any state body must be less than 25%

• Linked enterprises (more than 50% of shares/voting rights are hold by another 
enterprise): 
Staff headcount/turnover/balance sheet total 
of all linked enterprises of one group must be summarized when determining 
its eligibility for SME status

• Affiliated enterprises
(more than 25% but less than 50% of shares/voting rights are hold by another 
enterprise)
The parent enterprise must add a proportion of its affiliate’s staff headcount 
and financial data to its own when determining its eligibility for SME status

7. Annex: SME definition of the EU as an example
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