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Abstract: the public sector of the economy exists in all countries of the world
and as an economic phenomenon is inherent in all historical periods and all
stages of development of society. It is known that state-owned property is the
material basis of the state economic sector. At present, the problems of effective
management and the use of state property have not been sufficiently solved
theoretically from the point of view of both economic and legal science. At the
same time, the issue of corporate governance in state-owned enterprises is of
great practical importance, as state property is the most important source of
funding for the activities of the state and its functions, as well as the
implementation of political, economic and social programs. This article aims at
discussing the development prospects of corporate governance in state-owned
enterprises in Uzbekistan.
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AHnomayua: 20cyoapCmeenHvlli CeKmop 3IKOHOMUKU CYUeCmeyenm 60 6Cex
CMpAaHax Mupa u Kax dKOHOMUYECKOe SA8leHUe NPUcCyuy 8cem UCmOpUYecKUM
nepuooam U 6cem Smanam pazeumus odowecmea. Hszeecmno, umo
eocyoapcmeennas —~ COOCMBEHHOCMb -  2MO  MAamepuaibHdas  OCHO8A
20Cy0apCcmeenHo20 CeKkmopa 3KOHOMUKU. B nacmoswee epems npobremuvl
aghghexmuenoco  ynpaenenus u UCNONb30BAHUSA 20Cy0apcmeeH ol
COOCMBEHHOCMU He0OCMAMOYHO PeuleHbl Mmeopemuyecky ¢ Mmo4Ku 3peHusi KaxK
OKOHOMUYECKOU, maKk U npasogou Hayku. B mo oce e6pems eonpoc
KOpPROpAmueHo20 YNpaeieHus Ha 20CYOapPCMBEHHbIX NPeoOnpusmusax umeem
bonvuioe npakmuyeckoe — 3HaueHue, HOCKONbKY — 20CYO0apCMEeHHAs.
COOCMBEHHOCMb  ABAAEMCsl  8ANCHEUWUM — UCMOYHUKOM — (DUHAHCUPOBAHUS
oessmenbHOCmu  20cyoapcmea U e2o  (QYHKyul, a maxdce peanusayuu
NOIUMUYECKUX, IKOHOMUYECKUX U COYUaIbHble npozpavmmel. Llenv oannou



cmamovu - 00CyOUms NEPCReKmusbl pa3eumus KOpnopamueHo20 YNpasieHus Ha
20Cy0apcmeeHHbX npeonpusmusx 8 Yzoexucmane.

Knrwuesvie cnoea: 2ocyoapcmeennvie  npeonpusmus, — KOPHOPAMUBHOE
ynpaegnenue, NpUBAMU3AYUA  20CYOAPCMEEHHOU COOCMEEHHOCMU, 4aACMHAs
cobcmeenHocmo.

The development of private property and the realization of market relations
based on it influenced much on understanding the substance of legal fields’
measures composing of the complex of private law. In the Soviet period public
law features were supreme on private law measures; there were measures,
limiting private entrepreneurship activity in the Civil Code of Uzbekistan of
1963 which was the main source of private law. However, right of private
property was not fixed in this code. According to the Marxist-Leninist doctrine,
private property was known as the source of labour exploitation; legal persons
were created focusing on the order or permission of state bodies; state
interference was allowed into internal affairs; treaty freedom was not existed; as
a rule treaties were made basing on the state’s planned acts etc. [1].

In the CIS countries, including Uzbekistan, the public sector was based on the
principles of the former Soviet era, which posed specific challenges to the
privatization of state-owned property during the transformation of the former
Soviet economy after the independence of Uzbekistan in the 1990s.

Civil Code of the Republic of Uzbekistan, adopted in 1997 and which is still
valid is mainly based on the principles of private law. The Article 1 of the
Uzbek Civil Code says:

“The civil legislation is based on recognition of equality of participants of the
relations regulated by it, security of property, freedoms of the agreement,
inadmissibility of any intervention someone in private affairs, need of free
implementation of the civil laws, ensuring recovery of the violated rights, their
judicial protection.

Citizens (physical persons) and legal entities acquire and perform the civil
laws the will and in the interest. They are free in establishment of the rights and
obligations on the basis of the agreement and in determination of any terms of
the contract which are not contradicting the legislation.” [2].

These main principles exempt citizens and their associations from strict state
control. It means they have now the opportunity to determine their activity rules
themselves in accordance with the principle “all is permitted which is not
forbidden by law”. It is necessary in country to exceed the negative
consequences of excessive government intervention and discretion in economic
activity [3]. This rule totally concerns the corporations-organizations which are
accepted as legal persons and leading useful social and economic activity based
on the corporate finance.

Prior to independence, state property was governed on the basis of operational
management and economic rights, and these legal institutions still exist in the
CIS countries, including Uzbekistan.



Article 70 of the Civil Code of the Republic of Uzbekistan defines the legal
status of unitary enterprises. Articles 71 and 72 of the Civil Code reveal the
essence of the right of economic and operational management.

Given that state-owned unitary enterprises are not only a subject of public
law, but also a subject of civil law relations, their place in the classification of
legal entities in our civil law, legal status, legal capacity, responsibility, as well
as the right to economic and operational management position in the system of
rights, legal relations arising as a result of corporate governance in state-owned
enterprises and the areas of their regulation. A free economic zone is considered
to be one of these areas.

For example, like in many developed and developing countries, free economic
zones are established under the initiative of states and the legal status of states in
a FEZ has different characteristics [4]. The state is a significant participant in the
activity of FEZ through the authorized organs and has a key point in creation
and successful operation of them. The Directorate of FEZ is a State Unitary
Company and its main objective is the operational management of FEZ
activities as well as receiving profit from providing services to participants of
economic activities in a FEZ [5].

In recent years the existing legal framework in our country is insufficient to
establish and regulate large companies in the market, denationalization and
privatization of state property, and to reform of state-owned enterprises, as well
as joint-stock companies. A number of laws and regulations governing the
protection of shareholders’ rights have been adopted. However, they owe to
weak implementation and the extent of compliance by the Uzbek companies is
still questionable. These include: the Law of the Republic of Uzbekistan "On
denationalization and privatization" (19.11.1991), the Law "On auditing"
(26.05.2000), "Limited Liability" and the Law on Additional Liability
Companies ’(06.12.2001), the Law* On Business Companies ”(06.12.2001), the
Law*“ On Bankruptcy ” Law (new edition, 24.04.2003), Law “On joint-stock
companies and protection of shareholders' rights” (new edition, 06.05.2014),
Law “On securities market” (new edition) new edition, 03.06.2015), Law “On
Investments and investment activities” (25.12.2019) etc.

Taking into account the importance of market regulation in the state assets
management, including the system of ensuring the economic security,
sovereignty and protection of national economic interests of the state,
Uzbekistan began actively developing its national economy in accordance with
the Strategy of Actions on Further Development of the Republic of Uzbekistan
on five priority areas in 2017-2021. As a result, economic development shifted
to a drastically new level, which provides for the improvement of wellbeing and
the quality of life of the population [6].

It should also be mentioned that corporate governance reforms are more
essential for developing economies as they make the corporate structures more
effective, help in competing with multi-national corporations and increase
investors’ confidence [7].



The Strategy for the management and reform of state-owned enterprises for
2021-2025 approved by the Decree of the President of the Republic of
Uzbekistan dated March 2, 2020 No PF-5953, being adopted by the Cabinet of
Ministers of Uzbekistan is considered to be the continuation of the realization
of these purposes.

The Strategy prevents the establishment of economic societies and the State
unitary enterprises with a State share of 50 per cent or more in authorized capital
without sufficient justification, as well as granting these enterprises exclusive
privileges and advantages over other enterprises [8].

The Strategy undertakes to limit State participation in areas where the private
sector is competitive and to ensure that State enterprises are fully market-
oriented. This will be accompanied by the full implementation of modern
corporate governance practices in the activities of State-owned enterprises.

It should also be noted that the performance of the Executive Body with its
indicators and the performance of the Supervisory Board - depending on the
degree to which corporate governance principles are implemented, the process
of disclosure of the activities of enterprises with State participation will be
simplified, as well as transparency and disclosure in the management of
enterprises.

According to the Strategy from January 1, 2022:

the special right of the State to participate in the management of selected
companies in a strategic industry will be abolished;

the terms of office of the members of the executive body and the supervisory
board shall be extended from one year to three years;

the practice of selecting candidates for the supervisory board of enterprises
with the participation of the State on the basis of the State share will be
gradually introduced.

Furthermore, in accordance with the Strategy, the approval by the Cabinet of
Ministers of candidates for management and members of the executive body of
enterprises with the participation of the State, as well as the practice of
simultaneously occupying the head (member) positions by them will be
eliminated [9].

Keeping pace with developments at international level, Uzbekistan is trying to
make positive changes for improving corporate governance in state-owned
enterprises. The full implementation of corporate governance reforms in
Uzbekistan requires reforms to take place in larger context including political
and legal systems. Uzbek state-owned enterprises need to understand the
benefits of implementing good governance strategies and corresponding
initiatives that help in improving financial performance. It is hoped that the
Strategy for the management and reform of state-owned enterprises for 2021-
2025 will lead to modernization of market economy in Uzbekistan and it will
encourage and protect domestic and foreign investors.

References / Cnucox aiumepamyput



N -

. Rahmonkulov H., Gulyamov S., Corporate law, TSIL, 2007. p. 5.
. Civil Code of the Republic of Uzbekistan of 1998.
. Khalilova M.E., Khalilova Z.E. “Attracting foreign investment into

Uzbekistan: challenges and prospects”, Boston, USA, 30 April, 2021,
[Electronic Resource]. URL.: https://scientific-
conference.com/h/sborniki/yuridicheskie-nauki2/2399-attracting-foreign-
inves.html/ (date of access: 25.10.2021).

. Gulyamov S., Rustambekov 1., Bozarov S. "LEGAL BASES FOR BUSINESS

ACTIVITIES IN FREE (SPECIAL) ECONOMIC ZONES OF THE
REPUBLIC OF UZBEKISTAN." PalArch's Journal of Archaeology of
Egypt/Egyptology 17.10 (2020): 1884-1895.

. Resolution of the Cabinet of Ministers of the Republic of Uzbekistan “On

measures for organization of the activity of free economic zones” as of April
10, 2017 // Collection of legislation of the Republic of Uzbekistan, 2017, No.
15, art. 252; Ne 33, art. 856; // National database of legislation, 01/18/2018,
No. 09/18/29/0587.

. Presidential Decree "On Uzbekistan’s Development Strategy” of February

2017.

. Reed D. Corporate governance reforms in developing countries. J Bus Ethics

37(3), (2002). 223-247.

. The Strategy for the management and reform of state-owned enterprises for

2021-2025 approved by the Decree of the President of the Republic of
Uzbekistan dated March 2, 2020. No PF-5953.

. [Electronic Resource]. URL: https://gratanet.com/news/the-strategy-for-the-

management-and-reform-of-enterprises-with-state-participation/  (date  of
access: 25.10.2021).



