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Abstract: This article analyzes the current mechanisms of state financial support, preferential 

lending, and tax incentives implemented in the agricultural sector of Uzbekistan during 2024–2025. 

The study evaluates the effectiveness of targeted subsidies, including allocations for water-saving 

technologies, crop cultivation, and risk management through agricultural insurance. Based on a 

comparative analysis with international practices (EU Common Agricultural Policy and Russia's 

"Agrostartup" program), the research identifies existing bureaucratic barriers and proposes strategic 

recommendations. Key proposals include increasing the collateral-free credit limits, optimizing the 

number of subsidy types, and introducing modern financial instruments such as P2P lending and 

crowdfunding. 
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1. Introduction 

Agriculture remains a cornerstone of the macroeconomic stability and food security 

of Uzbekistan. In the context of global climate change, water scarcity, and the transition to 

a market economy, the government of Uzbekistan has initiated comprehensive reforms for 

2024–2025. These reforms shift the focus from direct administrative interventions to 

economic leverage specifically, financial support and tax exemptions [1]. According to 

2024 data, the agrarian sector accounts for approximately 27–30% of the country's GDP 

and directly or indirectly supports the livelihoods of over 25 million citizens [2]. 

As of early 2025, more than 56,000 farms are registered in Uzbekistan, cultivating a 

total land area exceeding 3.4 million hectares [3]. However, agricultural producers face 

numerous challenges: insufficient financial resources, limited access to modern 

technologies, high-interest credit rates, and intense market competition [4]. To address 

these issues, the Uzbekistan government has implemented a comprehensive state support 

system that includes subsidies, preferential loans, and expanded tax incentives [5], [6]. 

The primary objective of this study is to systematically evaluate the efficiency of 

these financial mechanisms and propose scientifically grounded recommendations for 

their improvement, facilitating integration into the global agricultural market. 

2. Methodology 

 The issue of state financial support for agriculture has been extensively studied in 

the international community. According to reports from the World Bank and the United 

Nations Development Programme (UNDP), agricultural budgets in developed countries 
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allocate 30–40% to state subsidies [7]. The European Union's Common Agricultural Policy 

(CAP) annually provides 50–55 billion euros in farmer support [8]. 

The UNDP's 2024 report on Uzbekistan analyzed the agricultural financing system 

and recommended the introduction of alternative financial mechanisms such as 

microfinance, crowdfunding, leasing, and factoring [9]. Russia's experience demonstrates 

that agricultural credit consumer cooperatives (SCPK) and venture capital provide flexible 

financial solutions for farmers [10]. 

Local researchers Bazarbaev, Qodirov, and Mamajonov emphasize the necessity of 

state support to ensure the financial stability of Uzbekistan's agrarian sector[11][12][13]. 

Based on Presidential Decrees adopted in 2022–2023, preferential loans and subsidies 

allocated to cotton and grain producers have resulted in a 12–15% increase in 

yields[14][15]. 

The research methodology includes: (1) documentary analysis of the 2024–2025 state 

budget and Presidential Decrees; (2) statistical data from the Ministry of Agriculture and 

the Ministry of Economy and Finance; (3) reports from the UNDP, World Bank, and Asian 

Development Bank; (4) comparative analysis with international practices. 

3. Analysis of State Subsidies 

3.1. Subsidies for Cotton and Grain Sectors 

In 2024–2025, Uzbekistan allocated over 5 trillion UZS in state funds to support 

agricultural production[16]. The largest subsidy share (approximately 40%) was directed 

toward cotton and grain cultivation. In 2025, 250 billion UZS was allocated to subsidize up 

to 10% of the harvest for farmers cultivating cotton with their own funds[17]. 

Farmers who utilized half of their credit limits receive an additional subsidy of up to 

5% of their harvest. This mechanism is expected to cover 4,000–4,500 farmers and save 2.5–

3 trillion UZS[18]. 

A similar mechanism was introduced for grain cultivation: farmers selling grain 

according to established norms receive subsidies amounting to 10% of the production 

cost[19]. This measure will be fully implemented starting in 2026. 

3.2. Subsidies for Modern Technologies 

In 2025, 2.6 trillion UZS in preferential credit was allocated for the implementation 

of drip irrigation technologies[20]. This program primarily targets water-scarce regions—

the Republic of Karakalpakstan, Navoiy, Bukhara, and Khorezm provinces. 

For rice cultivation, 20% of equipment purchase costs are subsidized from the state 

budget[21]. In Khorezm province, a subsidy of 1 million UZS per hectare is provided for 

laser leveling in rice cultivation[22]. 

 

Table 1. State subsidies for 2024–2025 (approximate)[23] 

Subsidy Type 2024 (billion UZS) 2025 (billion UZS) Growth (%) 

Cotton and Grain 1,800 2,500 +38.9 

Drip Irrigation 1,500 2,600 +73.3 

Livestock 800 1,200 +50.0 

Horticulture 600 950 +58.3 

Total 4,700 7,250 +54.3 

 

The table demonstrates that subsidy volumes increased by 54.3% in 2025 compared 

to 2024. The largest growth was observed in drip irrigation and horticulture sectors. 
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4. Preferential Lending Mechanisms 

Preferential loans for agricultural producers in Uzbekistan are allocated through the 

State Agricultural Support Fund[24]. As of early 2024, 49 authorized commercial banks 

operate through this fund[25]. 

4.1. Credit Rates and Conditions (2024–2025) 

In 2025, loans for agricultural crop cultivation are provided under the following 

conditions: 

• Interest rate: 12% annually (of which 3% is the bank margin) 

• Maximum limit: 150 million UZS without collateral 

• Term: 12 months with a grace period of up to 6 months 

• Guarantee: State guarantees cover up to 50% of credit amounts[26] 

Farmers who utilized up to 50% of their credit limits for crop cultivation receive an 

additional loan of up to 50% of the harvest at a 12% interest rate[27]. The portion of foreign 

currency credit rates exceeding 8% is covered by the state[28]. 

4.2. Special Credit Program in Karakalpakstan 

In February 2024, a Presidential Decree was adopted to support the socio-economic 

development of the Republic of Karakalpakstan[29]. According to the decree, preferential 

loans of up to 150 million UZS are provided for cultivating fodder crops in the livestock 

sector at an interest rate not exceeding the Central Bank's base rate (of which 1% is the 

bank margin). 

4.3. Crop Insurance Subsidies 

Since 2023, Uzbekistan has implemented a mechanism whereby the state covers 50% 

of agricultural crop insurance costs[30]. This measure aims to minimize losses caused by 

natural disasters and adverse weather conditions. 

5. Tax Incentives and Other Benefits 

5.1. Land Tax Incentives 

In 2025, the Law "On the Main Directions of Tax and Budget Policy for 2025" was 

adopted[31]. According to the law, the land tax rate for legal entities on newly established 

orchards, vineyards, and mulberry plantations was reduced by 50%, with the preferential 

period maintained at 5 years[32]. 

In 2022–2023, farmers who implemented soil fertility improvement measures on 

cotton fields as a pilot project were granted 3-year land tax exemptions[33]. Additionally, 

subsidies were allocated for land reclamation, restoration, and reuse activities, with partial 

exemptions from land tax[34]. 

5.2. VAT and Profit Tax Incentives 

Starting in 2025, several tax incentives were introduced to increase the export 

potential of agricultural products[35]. The VAT rate remains at 12%, and the base profit 

tax rate remains at 15%[36]. 

In Khorezm province, agricultural enterprises with rice yields of 120 centners or 

higher per hectare are exceptionally permitted to export up to 50% of their cultivated 

rice[37]. This measure aims to incentivize high efficiency. 

 

Table 2. Main tax incentives for agriculture (2025)[38] 

Tax Incentive Type Incentive Amount Validity Period 

Land tax (new orchards) 50% rate reduction 5 years 

Land tax (soil restoration) Full exemption 3 years 

Crop insurance 50% subsidy Permanent 

Export VAT 0% (selected products) Permanent 
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5.3. Water Tax and Water-Saving Technologies 

Starting in 2024, the water tax rate for surface and groundwater use was increased to 

100 UZS/m³[39]. However, preferential rates were introduced for farms utilizing water-

saving technologies: a coefficient of 0.5–0.7 applies to drip and subsurface irrigation 

systems starting in 2025[40]. 

6. International Comparison 

In international practice, financial support for agriculture takes various forms. The 

Russian Federation developed a "State Program for Agricultural Development and 

Regulation of Agricultural Products, Raw Materials, and Food Markets" through 2024[41]. 

Under this program, farmers receive "Agrostartup" grants (5–8 million rubles), and 

mechanisms for partial credit interest coverage have been implemented[42]. 

In the European Union, 387 billion euros were allocated for the Common 

Agricultural Policy (CAP) for 2021–2027[43]. Forty percent of the program focuses on 

ensuring environmental sustainability, while 30% supports small and medium-sized 

farms[44]. 

According to the Asian Development Bank (ADB), Uzbekistan's state support for 

agriculture in 2024 accounted for 2.8–3.2% of GDP, which is relatively lower than 

neighboring countries—Kazakhstan (4.1%) and Russia (3.5%)[45]. This indicates the need 

for additional state investments. 

7. Challenges And Improvement Directions 

Despite the effectiveness of the current state support system, several challenges 

remain: 

1. Delays in subsidy distribution – In some regions, subsidies are not transferred to 

farmers' accounts on time, negatively impacting production processes[46]. 

2. Collateral requirements for loans – Strict collateral requirements for loans exceeding 

150 million UZS limit small farms' access to financial resources[47]. 

3. Limited microfinance activity – As of March 14, 2024, 87 microfinance institutions 

operate in Uzbekistan, but their credit portfolio (4.6 trillion UZS) is primarily 

concentrated in urban areas[48]. 

4. Complexity of subsidy types – Currently, 52 types of subsidy mechanisms exist, 

complicating farmers' understanding[49]. 

To address these challenges, the following improvement measures are 

recommended: 

• Automate and digitize the subsidy allocation process to ensure timely payments; 

• Increase the collateral-free loan limit to 250–300 million UZS; 

• Expand microfinance institution branches in rural areas and develop specialized agro-

lending programs; 

• Optimize subsidy types by reducing them to 20–25 unified mechanisms; 

• Introduce alternative financial mechanisms such as crowdfunding, venture capital, 

and P2P lending[50]. 

Alternative financial instruments recommended in the UNDP report—agricultural 

credit consumer cooperatives (SCPK), leasing, and factoring—should be phased in under 

Uzbekistan's conditions[51]. 

8. Conclusion 

The state financial support and tax incentive system for Uzbekistan's agriculture 

significantly expanded during 2024–2025. Subsidy volumes increased by 54.3% to 7.25 

trillion UZS, preferential loan rates were reduced to 12%, and tax incentives were 
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broadened. Targeted state support is being provided to the cotton, grain, livestock, and 

horticulture sectors. 

However, further system improvements are necessary: accelerating subsidy 

distribution, increasing collateral-free loan limits, expanding microfinance activities, and 

simplifying subsidy mechanisms. Introducing alternative financial instruments such as 

crowdfunding, venture capital, and P2P lending will help diversify farmers' financial 

resources. 

International experience demonstrates that state support for the agricultural sector 

should constitute at least 3.5–4% of GDP. Increasing this indicator in Uzbekistan and 

organizing financial support in an optimized manner are essential conditions for 

agricultural modernization and enhancing export potential. 
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