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Abstract. This article provides an in-depth analysis of the role, methods and mechanisms
of the state in regulating a market economy. There are theoretical views that a market economy
is a system operating on the basis of free competition, private ownership and the laws of supply
and demand, in which state participation should be limited, and at the same time, practice shows
that without the active and effective participation of the state in the economy, it is difficult to
achieve such important indicators as macroeconomic stability, a fair competitive environment,
social protection, infrastructural development and economic growth. The main functions of the
state in regulating the economy are studied in the course of the study - the formation of a
regulatory framework, budgetary and tax policy (fiscal policy), monetary policy, coordination
of foreign economic activity and mechanisms for supporting social sectors. In particular, the
need for state intervention in eliminating "failures™ in a market economy is highlighted. The
article attempts to define the role of the state in the effective functioning of a market economy,
not only as a controller, but also as a developer, regulator, and protector, as well as to draw
scientifically and theoretically based conclusions on how these processes can be organized in
the context of the national economy.
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AHHoTauusi. B crathe naercs riryOOKME aHamM3 poOJIM, METOAOB M MEXaHU3MOB
TOCYAApCTBECHHOT'O PCTYJIUPOBAHHA B pLIHOQHOﬁ 3KOHOMHKE. CYH_ICCTBYIOT TCOPCTUYCCKUC
B3I AbI, COINIACHO KOTOPBIM PBIHOYHAA 3KOHOMHKA — 9TO CHCTEMA, (bYHKHI/IOHPIpy}OIHa}I Ha
OCHOBE CBOOOJTHOM KOHKYPEHIIUU, YACTHON COOCTBEHHOCTH 1 3aKOHOB CIIPOCA U MIPEITIOKECHHUS,

B KOTOPOW y4acTHe TOCydapcTBa JODKHO OBITh orpaHudeHo. OHAKO MPaKTUKA ITOKA3bIBAET,

))) Vol.4 No.5 MAY (2025) { 184 }




INTERNATIONAL JOURNAL OF EUROPEAN RESEARCH OUTPUT

91O 0€3 aKTHMBHOTO M A(PPEKTUBHOTO y4acTHsI TOCYJapCTBA B DKOHOMHKE CJIOKHO JIOCTHYh
TaKMX BaXXHBIX TIOKa3aTelie, KaKk MaKpOIKOHOMHYECKass CTaOWIBHOCTh, CIIPaBeIJINBAs
KOHKYPEHTHAsi Cpeja, COIMalibHAasl 3alluTa, pPa3BUTHE MHPPACTPYKTYPhl U IKOHOMUYECKUI
poct. B wuccrenoBaHMM —paccMaTpPHUBAIOTCS OCHOBHBIE (YHKIMH TOCyJapcTBa IO
pPEeryIupOBaHUI0 YKOHOMHKA — (OPMHUPOBAHHE HOPMATHUBHO-TIPABOBOM 0a3bl, OOJKETHO-
HaJoTOBast MOJUTHKA ((PUCKaTbHAS TOTUTHKA), JCHEKHO-KPEIUTHAS TIOJTUTUKA, KOOPAMHAIUS
BHEITHEAKOHOMHUYECKOW AEATEIIbHOCTH, MEXAHU3MbI MOJIECPKKH COLMAIBHBIX OTpaciieil. B
YaCTHOCTH, TOJYEPKUBACTCA HEOOXOAUMOCTh TOCYJApPCTBEHHOTO BMEIIATENbCTBA IS
YCTpPaHEHHUs «ITPOBAJIOB)» PHIHOYHOM SKOHOMUKH. B cTaThe mpeAnpuHATa MONBITKA ONPEAETUTD
poJib TocyaapcTBa B 3 PpeKTHBHOM () YHKIIMOHUPOBAHUN PHIHOYHON SKOHOMHUKH HE TOJIBKO KaK
KOHTpOJIepa, HO U KaK pa3pabOTUHKa, PEeryasTopa U 3alllUTHHUKA, a TAKKE ClIeJaTh HAYYHO U
TEOPETUIECKH 0OOCHOBAHHBIE BHIBOJIBI O TOM, KaK 3TU MPOIECCHl MOT'YT OBITh OPraHN30BaHbBI B
KOHTEKCTE HAIlMOHAJIbHOU YKOHOMHMKH.

KiawueBble ciaoBa: pblHOYHAST HKOHOMHMKA, TOCYJapCTBEHHOE pPEryJIUpPOBAHUE,
DKOHOMHYECKAs TIIOJIUTUKA, (PUCKAIbHAS TIOJIUTUKA, JEHE)KHO-KPEAUTHAs IIOJIUTHKA,
CcBOOOIHAST KOHKYPEHIUS, MaKpPOIKOHOMHYECKas CTaOWIBHOCTh, COIMANbHAS —3allluTa,
SKOHOMUYECKHA pPOCT, HOPMATUBHO-NIPABOBOE PETYIUPOBAHUE, BHEIIHEIKOHOMHYECKAs
JIEeSITEIbHOCTh, SKOHOMUYECKUH KOHTPOJb, POJIb PA3BUTHS, SKOHOMUYECKHUE MEXAHU3MBI,

HalMoOHaJIbHass 5KOHOMUKaA.

Introduction.

The market economy is today the chosen direction of development of many developing
and developed countries. Its main principles are the primacy of private property, free
competition, price formation based on supply and demand, freedom of entrepreneurship and
openness. Nevertheless, the market economy cannot solve all socio-economic problems on its
own. The distortion of the competitive environment, the strengthening of monopolies,
environmental problems, infrastructure deficiencies and social inequalities are among the issues
that are difficult to eliminate without state intervention. Therefore, the regulatory,
developmental and coordinating role of the state in a modern market economy is of great
importance. After gaining independence, the Republic of Uzbekistan determined the formation
of a socially oriented market economy as its path of development. In this direction, in the initial
stages, important reforms such as privatization, price liberalization, reform of the financial and

banking system, and liberalization of foreign trade policy were gradually implemented. In
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particular, since 2017, a new stage of economic reforms has begun in the country. Under the
leadership of our President Shavkat Mirziyoyev, fundamental changes have been implemented
to modernize the economy, improve the business environment, liberalize the foreign exchange
market, and create favorable conditions for investors.

The forms and mechanisms of state participation in a market economy can be different.
They are mainly implemented through: adoption of regulatory legal acts, fiscal policy (tax and
budget policy), monetary policy (monetary policy), regulation of foreign economic activity,
development of the social protection system, ensuring economic security, and support for
vulnerable groups of the population. All this is aimed at ensuring the consistent and effective
functioning of market mechanisms by the state. The process of forming and regulating a market
economy in Uzbekistan is being carried out based on a well-thought-out legal framework. The
legal framework necessary for the development of the economy on the basis of market
principles in the country has been gradually formed. In this regard, first of all, the Law “On the
Basic Principles of Transition to Market Relations”, adopted in 1992, is of particular
importance, which legally determined the path of transition to a market economy in the
Republic of Uzbekistan. On the basis of this law, the foundation stone of economic reforms was
laid in the country. Later, in order to liberalize the economy and actively support the private
sector, the Law “On Protection of Private Property and Support of Entrepreneurship” was
adopted. This document guaranteed the inviolability of private property rights, created a fair
and stable legislative environment for business entities. Since the market economy is a system
based on competition, the formation of a healthy and fair competitive environment has become
one of the pressing issues. In this regard, the Law "On Competition" serves as an important
legal basis. This law is aimed at ensuring freedom of competition, preventing monopolies and
protecting the interests of consumers. Economic reforms are being consistently continued in
our country. In particular, on the initiative of President Shavkat Mirziyoyev, the "Action
Strategy" was adopted, approved by Decree No. PQ-4947 on February 7, 2017. This strategy
sets out specific directions such as liberalization of the economy, reform of public
administration, support for the private sector, improvement of the tax system and improvement
of the investment climate, and as a result of their consistent implementation, market relations
are deepening. Another important stage was the adoption of the "Development Strategy of New
Uzbekistan" for 2022-2026. This strategy identifies the improvement of market mechanisms,
digitalization of the economy, revision of the regulatory role and functions of the state, as well

as the creation of a competitive economic environment as priority tasks. Thus, laws and
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strategies aimed at legally strengthening the market economy in Uzbekistan ensure the active
and consistent participation of the state in regulating the economy. Through these legal
documents, institutions are being formed in the country that will form the basis for a stable and
effective market economy.

Main part.

A market economy is a system based on free competition, private property, and the laws
of supply and demand, and is considered a self-regulating mechanism. However, historical and
practical experience shows that the market mechanism is not enough to solve all economic and
social problems. Therefore, state intervention in the economy and its regulation are of great
importance. The state actively participates in maintaining balance in the economic system,
ensuring macroeconomic stability, creating a competitive environment, strengthening social
protection, developing infrastructure, attracting investments, and regulating foreign economic
relations. The first task of the state in a market economy is to create a legal framework. Through
this, property rights, contractual relations, competition conditions, and financial procedures are
determined. In the Republic of Uzbekistan, these processes are legally consolidated through the
Law “On the Basic Principles of Transition to Market Relations”, the Law “On Protection of
Private Property and Support of Entrepreneurship”, the Law “On Competition” and many other
regulatory documents. In addition, the state uses fiscal and monetary instruments to conduct
economic policy. Fiscal policy forms the state budget, sets tax rates, and influences the
economy through budget funds. Monetary policy, through the Central Bank, is aimed at
regulating the money supply, inflation rate, exchange rate, and interest rates. One of the most
important factors in a market economy is the presence of a competitive environment. Free and
healthy competition is the main guarantee of economic efficiency, product quality and price
stability. Therefore, the state develops this environment by supporting competition, limiting the
activities of monopolies and creating equal conditions for all entities. Since 2017, market
reforms in Uzbekistan have entered a new stage. The “Action Strategy” and “Development
Strategy of New Uzbekistan”, adopted at the initiative of President Shavkat Mirziyoyev, include
areas such as improving market mechanisms, simplifying public administration, reducing
corruption, reforming the tax and customs system, and liberalizing foreign trade. These reforms
demonstrate that the state is withdrawing from direct economic activity and acting as a
regulatory and development institution. The state performs its functions not as an obstacle to
the market, but as a complement and balancing one. In particular, it seeks to ensure economic

and social stability by financing infrastructure projects, developing education and healthcare,
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and providing social protection for vulnerable groups of the population. In addition, the state is
trying to attract private sector and foreign investment by improving the investment climate. In
recent years, incentive mechanisms have been introduced for foreign investors through
guarantees, tax incentives, customs relief, and free economic zones. The state is also actively
pursuing a policy of expanding cooperation with international economic organizations and
integrating into the world market. In a market economy, sometimes there are "failures”. In such
cases, state intervention is necessary. For example, areas such as environmental issues,
healthcare, public goods, or digital infrastructure may not be adequately financed by the market.
The state can address market failures by directly spending or subsidizing them. However, state
intervention may not always be beneficial. Excessive control, bureaucracy, or corruption can
restrict market freedom and slow down economic growth. Therefore, the state must conduct its
intervention based on the principles of efficiency, transparency, and accountability. Modern
approaches support a balanced partnership between the state and the market. That is, the state
regulates institutions, not the economy. By ensuring the rule of law, increasing transparency,
and introducing information technologies, the state directs market forces in the right direction.
Thus, the role of the state in a market economy is complex, but important and necessary. It acts
not only as a controller, but also as a guarantor of stability, equality, and progress.

Analysis and results:

In 2024, the economy of the Republic of Uzbekistan continued to follow the path of
sustainable development. The volume of gross domestic product (GDP) reached 1.45
quadrillion soums, and economic growth amounted to 6.5 percent. This is higher than the 6.3
percent growth in the previous year, indicating the effectiveness of economic reforms. GDP per
capita amounted to 39.1 million soums (about 3,093 US dollars). A 6.5 percent growth was
recorded in the industrial sector. This is mainly due to the modernization of large industrial
enterprises, the introduction of new technologies, and an increase in production capacity. The
construction sector also showed high growth - 6.8 percent, which indicates an increase in the
volume of infrastructure projects and housing construction. The services sector grew by 6.8
percent, making the largest contribution to GDP growth - 3.4 percentage points. Reforms in the
banking and financial sector, digital services, logistics and trade contributed to the growth in
this sector. The agricultural sector recorded a growth of 3.6 percent. Water-saving technologies,
high-yield seeds and subsidy programs in this sector yielded positive results. The volume of
investments increased by 27.6 percent in 2024. Foreign direct investment accounted for 30.5%

of total investments. This was due to the favorable business environment created for investors,
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tax incentives and guarantees provided by the state. Foreign trade turnover increased by 5.9%.
Exports increased by 9%, and imports by 3.9%. However, the high growth of imports relative
to exports leads to an imbalance in the trade balance. This, in turn, indicates the need to develop
the production of import-substituting products. As of the end of 2024, Uzbekistan's external
debt amounted to 64.1 billion US dollars. This is equal to 55.7% of GDP, which indicates an
increasing financial burden on the state. Of this, 33.9 billion dollars is state external debt, which
accounts for 29.5% of GDP. Such a high level of debt requires strengthening fiscal discipline
and effective use of borrowed funds.

The inflation rate is expected to be around 8.8 percent in 2024. Although this is moderate,
it will affect the purchasing power of the population. Therefore, ensuring price stability through

monetary policy remains an important issue.

Conclusion.

The effective functioning of current economic systems depends on many factors, among
which the specific role of the state is of particular importance. Although the economy operates
independently, a certain level of management and coordination is important to ensure its
consistent and sustainable development. In today's era of globalization, economic systems are
faced with various internal and external risks, market failures, social inequality, and
environmental problems. In such conditions, the state appears not only as a manager, but also
as an institution that maintains balance, guarantees order, and ensures social justice. Historically
observed experiences also show that the absolute application of economic freedom ultimately
leads to various social and economic imbalances. The needs of the population, the stability of
the business environment, the formation of modern infrastructure, the consistent functioning of
the financial sector - all this requires a coordinated and carefully targeted state policy. Such an
approach is especially important for developing countries, in particular, for transformational
economies such as Uzbekistan. After all, the market does not come to equilibrium on its own;
in some cases, non-state initiatives may not be effective, and differences between social groups
may deepen. In such cases, state governance mechanisms become a necessary tool. Looking at
the example of Uzbekistan, it can be seen that the reforms implemented in recent years, along
with the liberalization of the economic system, are also aimed at strengthening it on an
institutional basis. The legal and regulatory framework is being improved, fiscal and monetary

policy mechanisms are being modernized, and digital solutions that serve to increase economic
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efficiency are being implemented. This means that state governance is being implemented not
only through decrees and laws, but also through strategic decisions.

Analysis shows that more investments are being attracted to sectors where the state is
involved, social protection programs are expanding, and favorable conditions are being created
for the introduction of new technologies. This process is yielding positive results not only
economically, but also socially. For example, the rational use of water resources in agriculture,
the expansion of export potential, and the transition of the banking system to digital services
are closely related to state policy. Of course, there are certain limits to state intervention. The
growing external debt burden, the imbalance between imports and exports, and the persistence
of relatively high inflation are issues that require a balanced approach in state policy. Therefore,
scientifically based, strategic decisions are necessary to increase the effectiveness of state
regulatory mechanisms. That is, the state should not only manage the market, but also become
a mechanism that correctly directs, develops, and protects it from risks. In the future, as the
processes of reforming the economy in areas such as advanced technologies, sustainable
development principles, and human capital development continue, the role of the state will
become more innovative, institutional, and strategic. In particular, areas such as the digital
economy, green energy, innovative clusters, startups, and artificial intelligence-based
management systems require a reconsideration of the state's participation in the new economic
order. Thus, the role of the state is not only necessary but also strategically important for the
successful management of a market economy. The main task is to find a balance that does not
restrict economic freedom, but ensures social justice and stability. For Uzbekistan, this path
means taking a bold step towards innovative development, combining global experience with

national characteristics.
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