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Abstract: The textile industry is strategically important for the development of the economy of
Uzbekistan. Own large raw material base, the labor intensity of light industry, the presence of a
relatively massive market in neighboring countries make the development of textile and clothing
production in Uzbekistan one of the potential growth drivers. Unleashing this potential and creating a
strong textile and clothing sector in the country is one of the priority areas for the development of the
national economy. The article examines how the textile and clothing and knitwear industries of
Uzbekistan have developed in recent years and what are the expectations for the implementation of
the tasks of the Action Strategy in this area in five priority areas for the development of the Republic
of Uzbekistan in 2017-2021.
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Relevance of the topic: Given that the textile industry is one of the priority areas for the
development of the economy, the state pays increased attention to it and provides manufacturers with
all kinds of support. In recent years, especially in 2020, when enterprises were in dire need of
effective support, the government provided textile and clothing manufacturers with various tax,
customs, credit benefits and preferences. For example, in 2017-2020, soft loans were provided to
enterprises for a total of $365 million.

The purpose of the study is to review the development of the textile industry in Uzbekistan.

In accordance with the goal of the work, the following tasks are solved that determine the structure of
the work:

» Measures aimed at capacity development;
Ensuring the raw material base;
Manufacture of finished products;
Realization of export potential,

Positive effect for the economy;
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Development prospects.
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The object of the study is the domestic textile and clothing and knitwear industries.
The subject of the study are the branches of light industry.

According to the Decree of the President "On the Program of Measures for the Further Development
of the Textile and Garment-Knitwear Industry for 2017-2019", adopted on December 21, 2016,
enterprises specializing in the production of non-food consumer goods of the textile and clothing-
knitwear industry (fabrics, ready-made garments , clothing, hats, hosiery, textile haberdashery,
accessories and accessories for the sewing and knitting industry), tax and customs benefits were
provided, preferences in the form of exemption from income tax, property, from a single tax payment
for micro-firms and small enterprises, customs payments for imported equipment, components, raw
materials and materials not produced in the republic, and others.

A vyear later, by the Decree of the President "On measures for the accelerated development of the
textile and clothing and knitwear industry” dated December 14, 2017, the textile industry enterprises
were additionally exempted until 2021 from paying customs duties (except for VAT and customs
clearance fees) for imported cotton, artificial and synthetic fiber, wool, raw materials and other
materials necessary for production and not produced in the republic.

Exemption from payment of customs privileges when importing industrial goods and equipment is
due to the expediency of reducing the costs of domestic producers, which is quite logical. If the
goods necessary for production are not produced in the country and the manufacturer will import
them anyway, then it makes no sense to increase its costs and thereby reduce the competitiveness of
products in the domestic and foreign markets. At present, sufficient capacities for processing cotton
fiber have been created, and at the same time, a mechanism is being introduced to curb the export of
cotton yarn.

The Decree of the President "On measures to further develop the light industry and stimulate the
production of finished products” dated September 16, 2019 prescribes the introduction of a fee for
each kilogram of exported yarn in the amount of $0.01 from 2021. 75 percent of these funds will be
directed to the "Uztekstilprom" Association to finance the introduction of international standards at
enterprises, certification of products, covering the costs of enterprises for participation in
international exhibitions and fairs, creating and promoting national brands, implementing research
and innovation projects, training, retraining and staff development and other measures.

In February 2019, serious support measures were introduced in the form of concessional lending and
covering interest payments on loans for enterprises exporting textile, clothing and knitwear products.
In September of the same year, an exemption from paying property tax until 2023 was granted to
enterprises with a share of exports of finished garments and knitwear in the total revenue of at least
60 percent.

Uzbekistan is the world's sixth largest cotton producer with an average annual crop of three million
tons, which suggests that it has a comparative advantage for the formation of a large textile and
clothing manufacturing sector.

However, the raw material base should be developed and the efficiency of its use should be
increased. There was a need to move from an extensive to an intensive increase in the production of
raw materials. With regard to cotton, this primarily concerns an increase in its yield, which in the
conditions of Uzbekistan must be achieved without increasing the area under cultivation, ensuring the
optimization of the use of water resources. The solution to this problem was based on reforms in
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agriculture and a fundamental change in the relationship between farmers-suppliers of cotton and
manufacturers of textiles and clothing.

Figure 1.

Production of finished products

*Yarn ™ Textile ® Knitted fabric ™ Hosiery ¥ Sewing products ¥ Knitwear

Today, there is an accelerated dynamics of increasing the production of textiles and clothing: in four
years it has increased in nominal terms by 2.8 times. In natural volumes, the production of cotton
fiber increased by 17 percent, yarn - by 2.1 times, fabrics - by 2.9, knitted fabric - by 3.2, hosiery - by
7.1, garments - by 5.6 , knitted - 3.5 times. The share of the textile industry in the country's total
industrial production increased from 7.5 percent in 2016 to 12.4 percent in 2020, which indicates its
outstripping development relative to other sectors of the economy.

Serious structural changes have also taken place in the production of textiles and clothing: a move
away from the sale of primary products of low levels of added value and a shift towards increasing
production and selling finished products of high levels of added value. If in 2016 the proceeds from
the sale of yarn accounted for 52 percent of the total industry revenue, then in 2020 it is already 38
percent, despite the fact that the production of yarn continued to increase in these years, and the
volume of proceeds from its sale doubled. At the same time, the share of products of the 4th stage in
the total revenue of the industry increased from 32 percent in 2016 to 42 percent in 2020. The share
of products of the 3rd level of processing similarly increased from 16.5 to 19.4 percent. All this
suggests that the industry is rapidly moving away from the production of raw materials and semi-
finished products to a greater extent and is reorienting itself towards the production intended for the
end consumer.

According to the "Uztekstilprom" Association, the volume of investments annually mastered by the
industry increased from $190 million in 2016 to $473.9 million in 2019. The emerging favorable
climate is already attracting the interest of world brands to launch their production in Uzbekistan.

Also important is the implementation of international standards in production, which improves the
quality of products and allows them to be supplied to more capacious foreign markets, where high
quality requirements are imposed. Thus, according to the "Uztekstilprom™ Association, as of
November 2020, more than 1,000 domestic enterprises have implemented international quality
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management systems I1SO-9001 and energy efficiency 1ISO-50001. More than 400 companies have
been manufactured according to the OEKO-Tex Standard, at least 20 companies operate in
accordance with the international business social responsibility initiative BSCI and Sedex. At the
same time, the top leadership of the country pays close attention to the introduction of international
standards in production. This suggests that activities in this direction will be continued.

Among the main indicators of the qualitative development of the industry is the increase in demand
for its products in foreign markets. At present, the textile industry of Uzbekistan is export-oriented.
Textile and clothing products produced by domestic enterprises are in demand among buyers both in
the domestic market and in the external market, and over the years it has become increasingly
popular with foreign consumers. This is evidenced by the fact that in four years exports have been
increased by 2.1 times: from $899 million in 2016 to $1,867 million in 2020.

Figure 2.

Geography of export of textile and clothing
products of Uzbekistan
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Textile and clothing products of Uzbekistan are supplied to many countries of the world, and the
geography of exports is expanding every year. For example, if in 2016 products were supplied to 60
countries, then in 2020 - already to 71. However, it should be noted here that at present, only six
countries account for 89 percent of all textile and clothing exports. So, according to the results of
2020, Russia accounts for 36.5 percent, China - 21.6, Kyrgyzstan - 15.2, Turkey - 11.4, Poland and
Kazakhstan 2.3 each. At the same time, 95 percent of exports of finished garments and knitwear are
accounted for by the CIS countries. This indicates a low level of diversification in the geography of
exports.

It is quite natural that the adoption of such extensive measures to support the light industry should be
accompanied by an increased return for the country and the population through the creation of jobs,
an increase in the general level of income, and tax revenues to the State budget, which has been
happening in recent years. The dynamic development of the textile and clothing and knitwear
industries in 2017-2020 had a significant positive effect on the national economy.
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Another important effect is the increase in revenues to the state budget. Annual revenues to the
budget from textile and clothing and knitwear enterprises increased four times - from 309 to 1227
billion soums. However, it should be noted that due to the pandemic and the response measures to
support enterprises, revenues in 2020 were lower than in 2019, when the State Budget received taxes
from textile and clothing enterprises by a total of 1552.5 billion soums, which is more than in 2016,
five times in nominal terms.

Conclusion.

According to the Decree of the President "On measures to further develop the light industry and
stimulate the production of finished products™ dated September 16, 2019, forecast indicators for the
development of light industry sectors until 2025 were approved. In particular, target parameters were
set to increase the volume of production of textile and clothing and knitwear products to $15 billion,
with a 3.5-fold increase compared to the volume of 2019. It is planned to increase the export of
textile and clothing products by 2025 by 3.3 times to $7 billion.

In production, the main development trend in the coming years will directly proceed from the tasks
and accumulated experience. First of all, this is a further increase in production volumes and sales of
finished products with high added value. The main trends will be further diversification of the range
of manufactured goods, mastering the production of new types with a gradual transition to the
production of technologically more complex products. This will require improving approaches to
training personnel for the textile industry, attracting the world's leading brands in the field of textiles
and clothing to launch production in the republic. In addition, it is necessary to develop related
industries that are suppliers of industrial goods for light industry, for example, chemical and gas
chemical. Also, the further introduction of international standards of the textile sector in production
will improve the quality of products.

List of used literature.

1. Action strategy for five priority areas of development of the Republic of Uzbekistan in 2017-
2021, approved by Decree of the President of the Republic of Uzbekistan dated February 7, 2017
No. DP-4947

2. Decree of the President of the Republic of Uzbekistan dated December 21, 2016 No. DP-2687
"On the Program of Measures for the Further Development of the Textile and Clothing and
Knitwear Industry for 2017-2019"// https://lex.uz/docs/3080758

3. R. Abaturov, "Overview of the development of the textile industry in Uzbekistan in 2017-
2020"// https://uzts.uz/obzor-razvitiya-tekstilnoy-otrasli-uzbekistana-v-207-2020-godah/

4. "Association "Uztektilprom™ was the first among industrial organizations to introduce
international standards ISO 9001: 2015" //https://etextile.uz/2021/03/01

5. https://uzts.uz/obzor-razvitiya-tekstilnoy-otrasli-uzbekistana-v-207-2020-godah/

ISSN 2576-5973 (online), Published by “Global Research Network LLC"
under Volume:5 Issue: 5 in May-2022 https://www.grnjournals.us/index.php/AJEBM

102

Copyright (c) 2022 Author (s). This is an open-access article distributed under the terms of
Creative Commons Attribution License (CC BY).To view a copy of this license,
visit https://creativecommons.org/licenses/by/4.0/




