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The article reveals the essence of modernization and its high relevance. The authors study world expe-
rience of economic modernization and its features in various countries, factors influencing it and princi-
ples providing efficient modernization of national economies. The article analyzes the theoretical evolu-
tion of scientific concepts dedicated to economic modernization. The article elaborates on the models of
economic modernization used in international practice, their criteria, classification, general and specific
features of functioning. The article reveals the necessity and problems of economic modernization in Uz-
bekistan. The Strategy of actions on five priority directions of development of the Republic of Uzbekistan
in 2017-2021, considers improving competitiveness of national economy by means of deepening structur-
al transformations, modernization and diversification of its leading industries as the main direction. The
authors also analyzed the profitability indicators on the example of some enterprises of different industries
and the role of technological progress in production. Sustained economic growth in the world practice
of the majority of the developed countries is provided on the basis of innovative factors, by implementa-
tion of the program of modernization of national economy and its structural transformations. Developing
countries perform a transition to a way of innovative progress on the basis of modernization of economy
and diversification of its components. Adoption of a project of modernization of social and economic de-
velopment of the country is followed by a strategy covering the industry, investments and innovative policy.
The object of the research is the economic modernization, innovative processes, trends and prospects
of economic development of the CIS countries. The subject of the research is a complex of economic
relations arising during the development and implementation of the National Economy Modernization
Program. The purpose of the research is development of systematic scientific proposals and practical rec-
ommendations aimed at further improving the theoretical foundations of the modernization models of the
national economy and increasing the effectiveness of its implementation mechanism. Tasks of Research.
describe and classify the modernization of economy as an economic category; research and development
stages of scientific concepts of modernization of the economy; analyze the essence, necessity, principles,
features and factors of modernization of the economy; classification of economic modernization models
by their criteria and their general aspects; studying the experience of applying modernization models used
in the world economy and elaborating scientific proposals and practical recommendations on the use of
Uzbekistan in practice; development of the priorities of the Uzbek economy's modernization strategy and
transition to innovative development; elaboration of alternative scenarios for the acceleration of transition
to the modernization of the national economy and the transition to the innovative development in the
long term. As a result of the research, the authors present their own definition of modernization of econ-
omy as an economic category. Uzbekistan displays modernization of the “catching-up” model. Efficient
implementation of this model, introduction of structural transformations creates necessary conditions
for implementation of deep structural shifts in national economy. We prove that effective implementation
of the program of modernization of national economy and structural shifts require gross investments at a
level of 25-35% in the period of 20-30 years.
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TEOPETUYECKUE ACNEKTbl UHHOBALLUOHHOIO PA3BUTUA
B YCNOBUAX MOAEPHU3ALIUU DKOHOMUKU: TEHAEHLIUMU,
AHAJIU3 U NEPCNEKTUBHDLIE BO3SMOXXHOCTHU

Maxmypoea .H.', ba6kuH A.B.2

! HaumoHanbHbIM yHMBEpcUTET Y36eKkncTaHa MMeHn Mup3o Ynyroeka
TalukeHT, Y36ekuncraH

2 CaHkT-MNeTepbyprckuii NonUTEXHUYECKUIM yHuBepeuTeT MeTpa Bennkoro
CaHkT-MeTepbypr, Poccuitckas Genepauus

BcTaThe packpbIBaeTCs CYITHOCTbMOICPHU3AINH M €€ aKTyaIbHOCTh Ha CETOAHSIITHUM IeHb. I3yueH
MMPOBOI OTBIT MOJAEPHU3ALNN SKOHOMUKHM M €r0 OCOOEHHOCTHU B OTIEIbHBIX CTpaHax, (HakTophI,
BJIMSIONIME HA €ro peajaus3aluio, U MPpUHLUIIBI, obecreynBaoe 3(p@GeKTUBHYI0 MOIEpPHU3ALIUIO
HallMOHAJIbHOW YKOHOMMKU. B cTaThe aHamu3upyeTcsl TeopeTudYecKasi 3BOJIOINS Pa3BUTUSI HAyIHBIX
KOHIUEMNIMH, TTOCBSIIIIEHHBIX MOJIEPHU3ALIMY 9KOHOMUKHU. B cTaThe pacKpbIBaeTCs CYyIIIHOCTb, MOJEITU
MOJIEpHU3AIIMN 9KOHOMUKU, MX KPUTEPUH, KJTacCUDUKAIKsI, 00IIIMe U CIielInDUIeCKre 0COOEHHOCTH
Mojeel GYHKIIMOHUPOBAHUST SKOHOMHUKH, KOTOPBIE MCTOJIb3YIOTCS B MUPOBOIA MMpakTHKe. B cTaTthe
PacKphIBAIOTCSI HEOOXOAMMOCTb U IPoOJieMbl MOJAEPHU3ALMU SKOHOMUKHU Y30ekuctaHa. Mcxoms
M3 TMO3UILIMK TPETbero HampaBieHUus1 AeicTBuit CTpaTeruym pa3BUTHUSl Y30eKHMCTaHa YYMUTHIBAIOT
HE00XOIMMOCTb MOJICPHU3AIIUY SKOHOMUKHU cTpaHbl. B CTpareruu aeiicTBUiA 1O MSITU TPUOPUTETHBIM
HampaBjeHusIM pa3BuTus Pecrryonmkm Y3o6ekucran B 2017-2021 romax, OCHOBHBIM HallpaBJcHUEM
SIBJIIETCS] TIOBBIIIEHNE KOHKYPEHTOCIIOCOOHOCTH HALIMOHAIBHONW 3KOHOMUKHU 3a CYET YIIIyOIeHUst
CTPYKTYPHBIX ITpe00pa3oBaHMil, MOIEPHU3AIMHY U TUBePCUDUKAIIUM e BEeAYIINX OTpacieil. A Takxe
MpoaHaIM3MPOBaHbI TTOKa3aTeu PEHTa0EIbHOCTY Ha TIPUMepe OTAEJbHBIX MPEANPUATHI oTpaciieii
9KOHOMMKHM U POJIb TEXHUYECKOTO Mporpecca B MPOU3BOJCTBE. YCTOMUMBbIN SKOHOMUYECKHUIA POCT B
MUPOBOI MPaKTUKe OOJBIIMHCTBA pa3BUTHIX CTPaH 0OecTiedyeH Ha OCHOBE MHHOBAIIMOHHBIX (DAKTOPOB,
MyTEM OCYIIECTBJICHUSI MPOrpaMMbl MOJIEPHU3ALIMY HALIMOHATbHON SKOHOMUKM U €€ CTPYKTYPHBIX
npeobpa3oBaHmii. B cTpaHax ¢ mepexoqHOl 3KOHOMUKOW Ha OCHOBE MOJIEPHM3ALMU SKOHOMUKHU
U nuBepcudUKaMy e€ KOMITOHEHTOB, pellaloTcs 3amadyd Iepexoja Ha IyTh WHHOBAIIMOHHOTO
nporpecca. [locie pa3pabOTKM TpPOeKTa MOAEPHM3AIMU COLMAIbHO-IKOHOMMYECKOTO Pa3BUTHS
CTpaHbl, chopMUpyeTcs cTpaTerusi, OXBaTbIBalOIIAsl TMPOMBIIUIEHHOCTb, WHBECTULIMU U
WHHOBAIIMOHHYIO TOIUTUKY. OOBEKTOM HCCIEeIOBATEIbCKON pPabOThl SIBISIETCSI MOACPHM3AIUS
5KOHOMUKM, UHHOBAIIMOHHBIC MMPOLIECCHI, TCHACHIIMU U TEePCTIEKTUBb 9KOHOMUYECKOTO Pa3BUTUS
ctpan CHT. [IpeameT viccienoBaHus — 3TO KOMILIEKC SKOHOMUYECKUX OTHOIIIEHU I, KOTOPBIN UMeeT
MECTO TIpY pa3paboTKe W peanusanuu [IporpaMMbl MOJAEpPHU3AIMM HAIIMOHAIBHONW 3KOHOMUKHU.
enb wuccnenoBaHus. Pa3zpaboTka cHCTeMaTMUECKMX HAYYHBIX MPEIIOKEHWN W MPaKTUYECKUX
peKoMeHAalMii, HalpaBAeHHBIX Ha JajJbHel1Iee COBEPILIEHCTBOBAHUE TEOPETUUECKUX OCHOB MOJIeJIei
MOJIEpHU3ALIMY HAPOJIHOIO XO3SIMCTBA U MOBBIIIeHUE 3((HEKTUBHOCTU €T0 MeXaHU3Ma pean3aliuiu.
B pesynbrare ucciemoBaHus MPEICTABICHO aBTOPCKOE OMpelejieHne MOIEepHU3AlUMd 3KOHOMUKU
KaK 9KOHOMHWYECKOW KaTeropuu. MoaepHMU3alus, OCyIecTBIsIeMas B Y30eKucTaHe, COOTBETCTBYET
“moroHstiomieit” mMomeau MoaepHM3auuu. DpGeKTUBHAS peanu3alus JaHHOW MOIENIM, BHECEHUe
CTPYKTYPHBIX MpPeoOpa3oBaHUil CO3Ma0T HEOOXOAMMBIE YCIOBUS JIs OCYIIECTBJIEHUST TIyOOKHUX
CTPYKTYPHBIX CABUTOB B HallMOHAJIbHOU 3KoHOMUKE. [l a(pdeKTUBHOI peanusaiuyu nporpaMmMbl
MOJIEpHU3ALIMY HAallMOHAJbHON 3KOHOMUKM U OCYIIECTBICHUIO CTPYKTYPHBIX CIBUTOB 0OOCHOBaHA
HE00XOIMMOCTh HOPMbI BJIOBO MHBeCTULIMU B 25-35% u cpoku e€ peanusanuu 20-30 JieT.

Knrouenbie cioBa: MOJAECpHU3alIUA DKOHOMUKU, MOACIN MOACPHMU3ALIMN, MHBECTULINU, IPUHIIMIIBI
pCHTa6CJILHOCTI/I, TEXHOJIOTUYECKUIA nporpecc
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Introduction

Sustained economic growth in the world practice of the majority of the developed countries is provided
on the basis of innovative factors, by implementation of the program of modernization of national economy
and its structural transformations. Developing countries perform a transition to a way of innovative progress
on the basis of modernization of economy and diversification of its components. Adoption of a project of
modernization of social and economic development of the country is followed by a strategy covering the
industry, investments and innovative policy. Modernization involves technical and technological updating
of the leading branches of economy and their improvemen which leads to diversification of production. At
the same time, it brings about the issue of the development of the human factor.

In the conditions of modernization of national economy, “... establishment of an innovative program,
training of a new generation of personnel effectively using innovations and investments, support of owners
become essential. For this purpose, it is necessary to think deeply over a national idea, a national program
of technological development of Uzbekistan and modernization of the domestic market. Implementation
of this program has to create new opportunities for Uzbekistan to find its worthy place among the
developed countries of the world [ 1]. Modernization of national economy and implementation of structural
transformations are a priority direction in achievement of these long-term goals. The Strategy of actions on
five priority directions of development of the Republic of Uzbekistan in 2017 2021 considers “improving
competitiveness of national economy by means of deepening structural transformations, modernization
and diversification of its leading industries” as the main direction [2, 3].

The object of the research is the process of modernization of the economy in the Republic of Uzbekistan.

The subject of the research is a complex of economic relations in modernization of the economy in the
Republic of Uzbekistan.

The purpose of the research is development of systematic scientific proposals and practical
recommendations aimed at further improving the theoretical foundations of the modernization models of
the national economy and increasing the effectiveness of its implementation mechanism.

The tasks of the research are:

* to describe and classify the modernization of economy as an economic category;

* to analyze the essence, principles, features and factors of the economy modernization;

* to classify economic modernization models by the criteria applied and general principles;

* to study the experience of applying modernization models used in the world economy and elaborate
scientific proposals and practical recommendations on their use in Uzbekistan;

* to elaborate alternative scenarios for acceleration of the transition to the modernization of the
national economy and to the innovative development in the long term.

Research methods

Sometheoretical, practicaland quantitativeaspectsofmodernizationofnationaleconomyareexplored
inworksofforeignscientists,suchasW. Rostow, R.Inglehart, A. Maddison, R.King,J. Natanson, A. Lewis,
H. Chuangi, H. Yamawaki, R. Wade!, P. Romer, as well as scientists of the neighboring countries, such as
A. Amosov, O. Golichenko, V. Dementiev, D. V. Didenko, L. Yevstigneyeva, R. Yevstigneyey,
V.A. Krasilshchikov, V. Mau, R. M. Nureev, N. Obukhov, I. A. Pogosov, V. Polterovich, B. A. Heifetz,
K. Hubiyev and others [4-30, 37, 38]. They analyzed modernization of production in the countries of
transition economy. In this scientific research, the authors reveal features of models, driving forces and
national strategies of economic modernization and systematize mechanisms of their implementation.

World practice shows the increased power and material consumption, capital intensity of products,
insufficient use of modern technologies has negative impact on competitiveness of production in the
country. Acceleration of the processes of modernization carried out in economy, deep analysis of theoretical
and conceptual aspects of implementation of structural transformations, comparative analysis of the best

! https://en.wikipedia.org/wiki/Robert Wade_(scholar)
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practices of implementation of programs of modernization of national economy in the developed countries,
research of a possibility of creative application of this experience for improvement and increase in efficiency
of modernization strategy in Uzbekistan have a special scientific and practical value. In economic literature,
the category “modernization of economy” was analyzed in relation with such terms as “innovation”,
“diversification”, “sustainable economic growth”, “transitional economy”, etc. [4-7, 31-36].

In the course of formation of the market relations in transition countries, the theories of modernization
were practically not applied while the terms “reform™ and “a transitional (transit) economy” were in used
in most cases. We elaborate on the idea that in the course of economic reforms, separate market institutions
are unable to provide effective economic development, so such terms as “modernization”, “structural
transformations”, “national competitiveness” are required. World experience shows modernization in
many countries often began as a national program [3, 8§-14, 32].

The category of “modernization of economy” and its mechanism were studied in interrelation with such
terms as “industrialization”, “innovation”, “liberalization of economy”, “diversification of economy”,
“human capital”, “national net wealth”. As a result, the interrelation of these concepts allowed to disclose
characteristics of the category and the factors that promoted determination of economic regularity of
modernization of economy.

Modernization and diversification of industries of the real economy are necessary to improve the overall
economic competitiveness. In this case, modernization coincides with diversification processes in time, so
this direct connection lead to innovative development. As a result of the use of high technologies, innovative
development promotes production of goods with high added value and increases export volumes. It also
provides sustainable economic growth and competitiveness of national economy due to growing national
net wealth. As for competitiveness of national economy, it guarantees an increase in living standards of the
population.

It is possible to characterize the category of economic modernization proceeding from specific features
of each country.

Table 1. Characteristics of the category of economic modernization*

Sphere of specific features Characteristics
Economy .Industn'.al economy, high rates of economic growth, the increased intellectual capacity,
innovative development
Society Standards of living, state of health of the population, urbanization, employment rate
Personality Initiative, business, innovation, education, belief
State Democracy, constitution, bureaucracy

*Source: the authors’ data

Features of modernization in different spheres are shown in Table 1. The category of modernization
covers all spheres of activity of society, in particular, economic and social aspects of life.

Analysis of world practice shows modernization can be conditionally divided into two types. The first
type is an institutional modernization, or modernization of social life. It generates ample opportunities for
creation of innovations by means of intellectual development of various classes and groups. The second
type of modernization is a technological modernization, or acceleration of economic diversification and
promotion of production policy. In this case, a boost of investments in the fixed capital of the real economy
ensures transition to industrial economy. Measures to increase a share of production in the GDP of a
national economy are taken.

In both cases co-dependence between subjects of modernization, that is between state, society and
business, is an important aspect. The dependence between subjects can be direct or opposite.
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A state protects and guarantees the rights of people, members of the society, provides freedom to
business and creates a favorable environment. The society contributes to the socio-political development
of the state, creates innovative projects for business and also sets business in motion as a human resource
and serves to the state as labor. Business increases financial income of the state, leads to accumulation and
growth of the capital of the members of the society. Social cooperation in achievement of cost efficiency of
interrelation of the mechanism is important.

The purpose is to catch up with the level of social and economic development of the developed countries
by means of modernization, and to protect the benefits of all subjects equally. Economic literature presents
various points of view concerning the category of modernization.

V. Gelman understands modernization of economy as a set of measures, aimed at economic growth,
increase in the standards of living and development of the human capital. A drawback of this definition is
that a set of measures in not enough for modernization, it requires their correct implementation.

E. Yasin claims economic modernization is “an achievement of international competitiveness of a
country in general and of a wide range of its industries for the purpose of providing sustainable development
of economy and a worthy place among the most prospering nations”. This definition of modernization
most fully discloses its content since it ensures sustainable development and promotes an increase in rates
of growth in real economy including industrial sector.

V. Krasilshchikov gave a more complete definition to the category of modernization. In his opinion,
“generally, modernization can be defined as a set of public and technological changes made to advance
society to the state and level of development reached by the leading countries of Western Europe and North
America, as well as Australia and New Zealand at the beginning of the second half of the past century”
[32]. The definition provides no specific features of the state where the program of modernization will be
carried out. It is impossible to achieve the expected result by mechanical transfer of experience of some
countries. According to certain economists, the conceptual idea of economic modernization is for the state
“to admit an economic, technological and institutional lag, and the need for its transition to the new level
of development”. In this definition the explanation of a concept of a lag is necessary. Today, modernization
for the purpose of formation of the society based on innovative modernization of economy, technological,
economic and socio-political paradigm is considered as complex changes.

Modernization of economy as economic category acquires wider contents, than technical and
technological updating. Disclosing the distinctions between modernization and updating, B. Hakimov
systematized modernization on various attributes [35].

A certain group of economists applies the categories of “modernization” and “innovation” in a
generalized view as a concept of “innovative modernization”. The second group of economists defines
“modernization of economy” as one of the stages of transition to a way of innovative development. The
third group of economists accepted Western Europe as a standard for modernization of economy. We can
give the following definition of modernization of economy as an economic category:

Modernization of economy is a continuous process consisting of measures of ensuring steady growth
rates of various sectors of economy on the basis of improvement of production factors.

To determine similarities and differences between models of modernization of economy, we estimated
the following attributes: terms of implementation of the project of modernization of economy, a role of the
state in economic processes and influence of driving forces of modernization.

According to the criteria of similarity and difference between them, we can divide the models of
modernization of economy in the following groups (Table 2).

Table 2. Criteria of models of modernization of economy*

Criteria Model Organic model Catching-up model Revolutionary model

Role of the state Providing regulation Top-level Top-level
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Terms 20-25 years 20-25 years 15-20 years

Driving factors Endogenous (internal) Endogenous, exogenous Exogenous (external)

*Source: the authors’ data

Table 2 shows “organic” and “catching-up” models of modernization of economy require 2025 years.

The state plays a prominent role in the “catching-up” and “revolutionary” models and exogenous
factors have a high impact.

In particular, if the “revolutionary” model develops generally at the expense of external debts, the
“catching-up” one proceeds due to endogenous factors and exogenous DFI (direct foreign investments).

Features of the “catching-up” model are as follows:

1. During modernization the state acts as the initiator and organizer of economic reforms, and using
efficient regulation directs all the efforts to engage investments and implement of the industrialization
policy.

2. It is necessary to rely on driving forces of modernization to maximize the output of the agricultural
sector after the stages of industrialization and post-industrialization.

Table 3. Industry structure of GDP (as a percentage)’

. Changes in
Indicators 2000 2005 2010 2015 2016 2017 2018 2000-2018
Gross added value
of the industries 87.5 89.4 90.8 91.2 91.3 89.8 88.8 1.3p.p.
Manufacturing* 14.2 21.1 23.9 25.7 25.7
30.1 32.0 11.8 p.p.
Construction 6.0 4.8 6.5 7.3 7.2
Agriculture* 30.1 26.3 18.0 18.3 17.6 17.2 324 2.3p.p.
Transport and 7.7 10.6 115 1222 125
communication
Trade and' public 10.8 8.8 9.2 10.3 10.5 42.5 35.6 -1.6 p.p.
catering
Other industries 18.7 17.8 21.7 17.4 17.8

* According to data of the State Committee of statistics of the Republic of Uzbekistan, since 2015 the gross added value

of manufacturing is considered together with construction, agricultural together with fishing and forest industries.

During 2005-2017 the average annual growth rate of GDP in Uzbekistan was more than 7%, and these
steady rates of economic growth provided corresponding increase in gross domestic product per capita. As
the industry structure of GDP and the dynamics of a contribution of the different industries to ensuring GDP
growth show, the national peculiarity of modernization of economy begins with industrialization (Table 3).

Table 3 shows that in 2000-2018 the gross added value of the industries grew by 1.3 p.p. (percentage
point), the production share grew in a corresponding way by 11.8 p.p., the added value of agriculture by
2.3 p.p. During the analyzed period the manufacturing growth rates were higher than the growth rates of
agriculture, thus, the share of manufacturing increased in structure of GDP.

The “catching-up” model uses import-substituting and export-oriented strategies. The import-
substituting strategy provides replenishment of domestic markets due to diversification of the industry and
only after that provides export-oriented strategy. The international industrial cooperation becomes the
main criterion in export-oriented strategy.

2 It is made on the basis of data of Committee on statistics of the Republic of Uzbekistan.
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The concept of “strategy of modernization of economy” is meant as a change of economic policy
of the state and communication between the institutes carrying out this policy at a certain stage. The
strategy of modernization of economy interacts with legal-institutional changes. In this case, problems of
modernization of national economy are defined and the directions of the solution of these problems on
the basis of peculiar features are developed. The goals to be achieved in the terms specified in the strategy
of modernization of economy are defined precisely. In particular, adoption of the national program of
technological development of Uzbekistan and modernization of internal market allow to create new
opportunities for Uzbekistan to take a worthy place among the developed countries of the world. This
strategy presupposes that GDP per capita will double by 2030 and a share of manufacturing (together with
the construction industry) will increase from 32% in 2018 up to 40%.

On the basis of modernization of economy and structural changes “... we pass to a way of the innovative
development aimed at radical improvement of all spheres of life of the state and society” [1].

Institutional changes and reforms in these areas have direct influence on modernization of economy.
Therefore, the efficiency of activity of the state and the enterprises which are the main subjects of economy
depends on society. Creation of new or improvement of the existing institutions provide modernization of
society. By this we mean modernization of all spheres of society, in particular, modernization of the society
itself. World experience shows the strategy of modernization of national economy has to be flexible, i.e. it
has to adapt to domestic and international market changes in due time.

As for achievement of a steady rate of economic growth for effective implementation of the concept of
modernization of economy it is necessary to lean on one of the following approaches:

1. Achievement of steady growth rates of national economy by improvement of institutional bases of
modernization.

2. Steady rates of economic growth contribute to the development of institutional infrastructure serving
modernization of national economy.

As for improvement of legal bases of modernization of society and economy of Uzbekistan, the
development and adoption of the bill “About Modernization” is required.

This law, in our opinion, will give an opportunity to provide a legal and institutional basis for
modernization of national economy and acceleration of processes of modernization.

Investment policy has importance for the strategy of modernization of economy, investments are one
of its driving forces. “Without investments there is no progress, no technical, technological updating and
modernization of production and the country in general”. Investments in fixed capital play a leading role
in the national investment policy. Sources of investments in fixed capital in 2000-2018 and changes of their
structure in branches of economy (Tables 4-5) are given below.

Table 4. Investments into fixed capital on financing sources (as a percentage)

. . Changes in
Financing sources 2000 2005 2010 2015 2016 2017 2018 2000-2018
Republican budget 29.2 12.2 5.6 4.5 4.5 5.5 39 -25.3 p.p.

Means of the enterprises 39.1 575 49.0 52.9 53.0 439 39.4 0.3 p.p.
and population
Bank credits and other 7.2 3.8 9.7 11.8 1.1 11.0 14.9 7.7p.p.
borrowed funds
Foreign investments 23.2 21.7 28.3 19.9 21.3 26.9 13.8 -9.4 p.p.
Means of off-budget funds 1.3 4.8 7.4 10.9 10.1 12.7 28.0 26.7 p.p.

Table 4 shows in 2000-2018 the share of investments from the republican budget into fixed capital
decreased by 25.3 percentage points. Investments of the enterprises and the population in 2000-2018
increased by 0.3 percentage points. The analysis suggests growth of investment activity of the enterprises

46



4 G.N. Makhmudova, A.V. Babkin DOI: 10.18721/JE.13204 >
I

and the population which are the leading source of financing of modernization. Off-budget investments
into fixed capital, including fund of reconstruction and development, significantly increased. In 2018
extrabudgetary share funds increased by 26.7 percentage points in comparison with 2000.

As data testify, in 20002017 the share of public sector significantly decreased from 63.9% to 24.7%, or
by 39.2 p.p. The share of the non-state sector on the contrary increased from 36.1% up to 75.3%.

The manufacturing industry has to take the leading place in structure of GDP during modernization
of economy. In 2005-2018 Uzbekistan reached prompt and steady rates of economic growth in such
industries of real economy as manufacturing, agriculture, construction, transport and communication. As
you can see, these rates of economic growth were due to investments to fixed capital of those industries.

In 2000-2018 the manufacturing industry had the leading place in the investments to fixed capital,
including of foreign investments (Table 5).

Table 5. Structure of investments into fixed capital on branches of economy?

Changes in
Name of the branches 2000 2005 2010 2015 2016 2017 2018 2000%20]8
Manufacturing 29.7 32.6 30.4 40.9 39.4 48.8 52.3 22.6 p.p.
Agriculture 5.7 4.4 3.5 3.3 3.3 3.3 3.3 -2.4p.p.
Transport and communication 16.8 24.1 29.7 11.2 13.8 11.8 8.3 -8.5 p.p.
Housing construction 13.0 11.0 15.1 21.9 22.3 17.9 16.5 3.5p.p.
Other industries 34.8 27.9 21.3 22.7 21.2 18.2 19.6 -15.2 p.p.
Including, the foreign investments to fixed capital
Manufacturing 62.4 46.4 23.6 70.8 87.8 74.0 82.9 20.5 p.p.
Transport and communication 24.7 38.7 68.3 20.5 8.4 19.0 7.0 -17.7 p.p.
Agriculture* 4.6 3.0 0.9 0.8 1.0 *
Other industries 8.3 11.9 7.2 7.9 2.8 70 101 -2.8p.p.

* Investments to agriculture, in structure in other industries, in 2017-2018.

Table 5 shows an increase in investments to fixed capital in the manufacturing industry by 22.6
percentage points and by 3.5 p.p. in construction in 2018, in comparison to 2000. In 2018 the investments
to fixed capital in the industries of transport and communication decreased by 8.5 percentage points,
foreign investments in the industries decreased by 17.7 p.p.

During the analyzed period, foreign investments to fixed capital of the manufacturing industry grew
by 20.5 percentage points. It proves that the state pays special attention to the manufacturing investment
policy.

Table 6. Technological structure of the investments to fixed capital in 2000-2018*

Structure Years 2000 | 2005 | 2010 | 2015 2016 | 2017 2018 g(l)lgélg;g 11;1
Total (percentage) 100 100 100 100 100 100 100
Building and construction works 58.1 48.7 52.1 54.9 56.9 60.3 49.7 -8.4 p.p.
Equipment and stock 30.6 38.7 39.0 34.0 354 31.5 39.7 9.1 p.p.
Other capital works and expenses 11.3 12.6 8.9 11.1 7.7 8.2 10.6 -0.7 p.p.

3 The statistical year-book — T.: 2007. Page 289, 297.; 2013. Page 257, 265. Construction in Uzbekistan T.: 2017. Page 52, 53.
4 Almanac V36exucron 2013. T., 2013. It is calculated according to Center for economic research. The statistical collection construction in
Uzbekistan. T., 2017. C.33; Economic and social situation of the Republic of Uzbekistan for 2017. T., 2018. 69 pages.
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Table 6 shows in 2000-2018 along with an increase of investment to the equipment and stock by
9.1 percentage points, there is also a notable decrease in a share of investments to fixed capital and on
installation and construction works. This situation is connected with an emergence of new high-tech
industries in national economy that, in turn, can lead to growth of an active part in structure of fixed capital
in economy. In the investments in fixed capital in 2000, installation and construction works made 58.1%,
the equipment and stock 30.6%, and in 2017 installation and construction works increased by 60.3%, the
equipment and stock by 31.5%.

In our opinion, investments should not be directed entirely on construction of new objects, it is
preferable to direct them to modernization of the hi-tech processing plants which promotes the structure
of investments, increases output and efficiency.

The results of the research show that modernization is closely connected with structural transformations.
Annual GDP growth is related to growth rates of its industries, increase in production of industrial goods,
volume of investments, status of fixed assets, share of population employed in branches of economy,
etc. The Strategy of actions on five priority directions of development of the Republic of Uzbekistan
in 2017-2021 sets a goal to increase a share of processing industry in manufacturing in 2021 up to 85%. By
our calculations, to achieve this goal the share of the processing industry in manufacturing in 2018 has to
increase up to 81.6%, in 2019 up to 82.4%, in 2020 up to 84.4%. In 2021 the output of manufacturing has
to increase by 1.5 times in par value, in comparison with 2017, while the volume of processing industry will
increase by 1.6 times.

Conclusions

On the basis of the research the authors can submit the following conclusions:

1. Modernization of economy is an economic category related to a certain social and economic system
with economy acting as the system in the whole, and the state, society and the individuals being its subjects.
The authors define the category of modernization of economy as follows: “Modernization of economy
is a process consisting of complex measures aimed at sustainable development in branches of economy
on the basis of improvement of factors of production”. This advanced theoretical approach to category
of modernization of economy gives an opportunity to improve conceptual bases of modernization of
economy and to define priority directions of its implementation.

2. Use of methodological recommendations to define and classify endogenous and exogenous factors
influencing the process of modernization of economy promotes improvement of methodological bases for
programs of modernization in the leading branches of economy and its structural transformations.

3. The methods to assess distinction criteria of models of modernization of national economy on
the basis of driving forces promotes improvement of methodological bases for target state programs of
modernization of the leading industries, and spheres of national economy and the mechanism of their
implementation.

4. Trends and features, driving forces of the “organic”, “revolutionary” and “catching-up” models
of modernization of economy and criteria of distinctions, conditionality of strategy of modernization of
economy of Uzbekistan to changes, increase of high technologies in the branches of economy, definition of
the directions based on innovative development gives an opportunity to modernize Uzbekistan’s economy
to ensure sustainable development of the country from the socio-political point of view and define strategic
objectives of structural changes.

5. We prove that effective implementation of the program of modernization of national economy and
structural shifts require gross investments at a level of 25-35% in the period of 20-30 years.

6. Uzbekistan displays modernization of the “catching-up” model. Efficient implementation of the
“catching-up” model of economy, introduction of structural transformations creates necessary conditions
for implementation of deep structural shifts in national economy.
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7. Proceeding from requirements of modernization of the manufacturing industry and structural
transformations and diversification in investment policy of Uzbekistan, in technological structure of the
investments involved in economy, it is necessary to bring the ratio between installation and construction
works and a share of the equipment and stock to 1:2. In this case the main attention needs to be paid to
resource-saving, high-tech means, production of import-substituting goods that will promote effective use
of investments.

8. Development and adoption of law “About Modernization” will give an opportunity to provide
a legal and institutional basis for modernization of national economy and acceleration of processes of
modernization.

9. The Strategy of actions on five priority directions of development of the Republic of Uzbekistan in
20172021 sets a goal to increase a share of processing industry in manufacturing in 2021 up to 85%. To
achieve this goal the share of the processing industry in manufacturing in 2018 has to increase up to 81.6%,
in 2019 up to 82.4%, in 2020 up to 84.4%. In 2021 the output of manufacturing has to increase by 1.5 times
in par value, in comparison with 2017.
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