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Chapter 6
Improving Funding for Higher Education
Institutions in Uzbekistan

Nodir Hosiyatovich Jumaev and Dilshodzhon Alidzhonovich Rakhmonov

6.1 Introduction

Today, an urgent issue for Uzbekistan is to identify opportunities in financing higher
education. In particular, a significant part of the educational services provided in the
system of higher education is carried out at the expense of the state budget. Although
the majority of students pay for higher education on a paid-contract basis (i.e.,
tuition fees), a student making this payment during the school year receives back, in
the form of a state scholarship, at least 60—90% of the contract price. This, in turn,
leads to a higher demand on the state budget.

The financing of the social sphere makes up to 60% of the state budget expendi-
tures, and in Uzbekistan, the system of higher education is one of the branches of
the social sphere. From this point of view, in order to increase the autonomy of
higher education institutions, it is necessary for them to increase the share of extra-
budgetary funds in their financial activities. Given that our country is engaged in the
transition to a socially oriented market economy, our purpose was to assess the
trends in the use of the state budgetary funds in higher education.

In this chapter, we explore how to improve the financing of Uzbekistan higher
education. After a short introduction, we present Uzbekistan context and the experi-
ence of some European Union countries, followed by a review of selected previ-
ously published research. In the following sections, we analyze trends in Uzbekistan
state budget expenditures and report on the financing of higher education, drawing
conclusions regarding the state budget expenditures and the financing of tuition
fees. We conclude with some recommendations.
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6.2 Uzbekistan Context

During the 1990s in Uzbekistan, the majority of the employed population was
engaged in agriculture; today, this figure has dropped significantly. To date, the
share of the service sector in gross domestic product has increased from 49% (in
2010) to 54.5%. Most of the employed population now works in this area. Nowadays,
banking, insurance, leasing, consulting, and other types of market economy services
are rapidly developing, which contributes to the development of the private sector
and small businesses. In the service sector, there are 80,400 small businesses, and
the total proportion of enterprises operating in this sphere is more than 80%
(Karimov 2016).

The preparation of a skilled workforce for these industries, which require exten-
sive experience, is assigned to higher education. Hence, in the modern conditions of
tough competition in the twenty-first century, achieving significant results depends
largely on the performance of higher education. Therefore, we believe that, in order
to expand the skills of people in the developing competitive environment of the labor
market, education requirements are increasingly stringent. This, in turn, requires
further development of higher education, significantly affecting the labor market. As
Uzbekistan strives to join the ranks of developed countries, further expansion and
improvement of funding opportunities for higher education are required.

The level of enrollment in higher education in Uzbekistan is still at a low level,
and we can directly link this with financial instruments. In this regard, there is a
need to liberalize the sources of funding and the management of higher education.
In particular, according to the UNICEF (2018), the level of enrollment in Uzbekistan
in basic education is 97% and 15% in higher education. In general, higher education
financing in Uzbekistan is carried out at the expense of the state budget funds.
Therefore, in this chapter, we try to reach some conclusions on the trends in the use
of state budgetary funds and on the practice of generating extra-budgetary funds.

In Uzbekistan, the salary of faculty members teaching in higher education is
established on the basis of the Resolution of the Cabinet of Ministers of the Republic
of Uzbekistan No. 164, of August 1, 2008, “On approval of the improved system of
payment of employees of higher education institutions of the Republic.” At the
same time, the monthly salary of teachers is related to their number of years in the
profession and also reflects the quality of their performance. In general, in the plan-
ning and implementation the budget of higher education, an important place is
occupied by the resolution of the Cabinet of Ministers of the Republic of Uzbekistan
No. 414, dated September 3, 1999: “On improving the financing of budgetary orga-
nizations,” which addresses the issue of extra-budgetary funds disposal. In particu-
lar, it is planned that 50% of the funds received in the event of a sale by the
organization (i.e., higher educational institution) be transferred to that institution.
The above legal documents are considered to be important bases in the development
and use of budgets in higher education.

In Uzbekistan, in 2009, for every 10 thousand people, there were 109 students
(Mirkurbonov et al. 2009). An increase in this indicator would of course require an
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Table 6.1 Number of students enrolled in Uzbekistan higher education institutions 2011-2015

2011 2012 2013 2014 2015
Total population 29,123,400 | 29,555,400 | 29,993,500 | 30,492,800 | 31,022,500
Accepted in bachelor program | 5,533,446 | 5,615,526 5,692,765 5,793,632 |5,894,275
19% 19% 19% 19% 19%
Accepted in master’s program | 2% 2.1% 2.1% 1.6% 1.6%

Source: Developed by authors on the basis of resolutions of the President of the Republic of
Uzbekistan http://uzsm.uz/en/documents/1686/

increase in the contribution of extra-budgetary funds to higher education and an
increase in the autonomy of higher education institutions, as well as in the level of
provision. In Uzbekistan, during the period 2011-2016, there was a slight increase
in the number of students admitted to higher education at the bachelor level. For
example, in 2011, based on data from the State Committee of the Republic of
Uzbekistan on Statistics (2011), for every 10,000 people, 19 individuals were admit-
ted to higher education at the bachelor level.

Through the years, it still showed 19% but of a slightly increased population. So
during this period, the number of students who were admitted to higher education
increased, and about 10% of the graduated bachelors went on to the next level of
tertiary education (see Table 6.1).

6.3 Experience of European Union Countries

In EU countries, funding for higher education and its management has its own char-
acteristics. In particular, their activities involving financial autonomy play a signifi-
cant role. Due to the fact that competition in the labor market developed at a high
level in the EU countries, this made it possible to establish quotas for their higher
education institutions, based on the number of students who applied to higher edu-
cation. In particular, at different stages of education, the level of benefits is different.
For example, public funding of basic education increases the literacy of all seg-
ments of the population. On this topic, Psacharopoulos (1994) noted that not only
the high-income population but also the low-income population are interested in
basic education; so, it is logical that most of the government’s funds be spent on
basic education. We believe that it is advisable that, when distributing the state bud-
get funds according to the levels of education, the state mainly finance basic
education.

In the early 1990s, a system of “free” higher education was developed in
European countries (e.g., Denmark, France, Germany, Greece, and Luxembourg),
which was associated with difficulties in the state budget. According to Stamoulas
(2005), at the beginning of the twenty-first century, the concepts of privatization and
cost-sharing in higher education developed in European countries. For example, in
Italy, with the forceful implementation of the Parliamentary Atka (Act of Parliament,
537/93), tuition fees increased slightly. This, on the one hand, increased the share of
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state-guaranteed university revenues, but, on the other hand, it prompted the govern-
ment support for higher education institutions to carry out activities to create their
own tuition fees (Di Pietro 2003).

We believe that the creation of tuition fees based on each field of study, to a cer-
tain extent, should increase higher education financial autonomy. In turn, this situa-
tion would reduce the need for state budget funds and would provide an opportunity
to increase enrollment in higher education. It might work in Uzbekistan since the
need for state budgetary funds remains high, and the level of enrollment in higher
education is low.

The insignificant development of the coverage level by state funds can be
explained by the following example. The fee for admission to higher education is
determined by the government. This, in turn, limits the ability of some individuals
who want to get a higher education. At the same time, passing scores during entrance
examinations to higher education are very high, and, accordingly, the following
year, an applicant who was not admitted pays special attention to additional train-
ing. That creates conditions for intensifying the competition among individuals who
have expressed a desire to get some higher education, but this does not necessarily
help increase the number of highly qualified specialists.

A similar situation can be observed in Greece where for families, whose children
failed to be admitted to higher education, expenditure for tutors was 46% of the
state budget expenditures on education (Kanellopoulos and Psacharopoulos 1997).
This situation creates an incentive for talented young people to go abroad for educa-
tion. In general, Kanellopoulos and Psacharopoulos (1997) explained the following:
Greek families spend more on private education because state funds in that country
do not provide an opportunity to deliver education in the form and to the extent that
Greek families want. In Italy, 17% of students participate in higher education,
through receiving financial assistance. Other forms of support available to them are
work-study programs, which account for 12% of the total student aid, and 0.2%
students use the practice of guaranteed student loans to finance their studies (Di
Pietro 2003).

In the United Kingdom, the Association of Students’ Financial Services of
England provides support for students’ repayment of tuition fees. The interest rate
applied to a student loan is related to the Retail Price Index (RPI). At the same time,
the loan payment is established not in relation to time but in relation to the gradu-
ates’ income. If after graduating from higher education, the student’s annual income
exceeds £15,000 (23,000 US dollars according to the purchasing power parity (PPP)
estimate, 2006), and then he or she should start paying the loan. He or she must
make an interest payment of 9% per annum of his or her income in excess of
£15,000. The positive aspect of this is that the student, after graduation, is exempt
from repaying the loan until he or she becomes financially stable. In the United
Kingdom, the proportion of students aged 18-20 in higher education increased from
6% in 1960 to 34% in 2006. The introduction in 1998 of a state education loan,
when students pay this loan and establish a procedure for repaying it based on future
earnings, led to major changes in higher education (Pemberton et al. 2013). In addi-
tion, if we pay attention to the current situation in Sweden, the time limit for debt
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repayment is 25 years (or before the individual is 60 years old), and it is also estab-
lished that a graduate student then must pay 5% of his or her income, increasing by
2% every year.

As mentioned above, the EU higher education institutions have their own special
features when supporting students’ tuition fees. Notwithstanding, based on the EU
experience, the advice would be to introduce some convenient services in the provi-
sion of student loans in Uzbekistan. For example, in Uzbekistan, the student loan
must be paid over a short period of time (5 years), starting 3 months after gradua-
tion. If we compare with the current situation in Sweden, a student taking a student
loan pays only 5% of his or her annual income, and the reimbursement term is
25 years. Considering the experience of the United Kingdom, we can see another
forward-thinking experience. There, the student who received a student loan reim-
burses it after he or she becomes financially stable. Those two situations suggest the
necessity for a review of the conditions for granting student loans in Uzbekistan.

6.4 Review of Previous Research

According to studies conducted by Barr (2005), Chapman (1997), and Johnstone
(2004), states do not seek to finance higher education at the expense of the state
budget, which indicates that taxpayers’ funds are used for free education or partial
funding. In Uzbekistan, if we take into account that education financing is included
in the structure of the budget expenditures of the country directed to the social
sphere, we must keep in mind that the share of funds dedicated to the entire social
sphere from the state budget is approximately 60%. Further, strengthening of per-
sonal responsibility in the education system and the expansion of financial
resources in the promotion of human development are important. Yuldoshev (2012)
noted the role played by entrepreneurs’ funds with an increase in extra-budgetary
sources. In addition, he indicated three distinct aspects of the quality of training:
(1) the openness of high-quality training of highly qualified personnel, (2) the
quality of education, and (3) resources efficiency. Yuldoshev (2012) focused on the
role of extra budgetary funds in higher education in order to implement those pro-
posed three aspects.

Nazarova (2012) studied the requirements for the quality of education and their
characteristics when financing higher education. In particular, she noted the need to
take into account the requirements of the International Organization for
Standardization (ISO). It provides for the implementation of the principles of
financing, based on the standards that are imposed on the quality of education by
this organization. In particular, in their research, Yang and McCall (2014) revealed
that the requirements for workers to receive education are increasing, requiring
them to gain more extensive experience and deeper knowledge in the context of the
development of the national and world economies.

Furthermore, at different stages of education, the level of return is also different.
For example, the public funding of basic education increases the education of all
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segments of the population. In turn, Kanellopoulos & Psacharopoulos (1997) argued
that the low-income population is more interested in basic education being funded
by the state budget than is the high-income population. According to studies con-
ducted by Mingat and Tan (1996), expenditures on education correspond to the level
of a country’s development. For example, low-income countries pay more attention
to basic education, and middle-income countries are more focused on financing
secondary education. On the other hand, high-income countries are paying some
serious attention to higher education. According to Oliveria and Pereia (2009), an
individual with great potential might create higher costs in the future because he or
she might study many more years.

It is our understanding that, as a result of research conducted consistently in the
field of education, innovative development occurs. However, there is a need to
improve research, including in higher education. Consider how important it is to
examine the financial and institutional aspects of improving structural units in the
development of the education system. In their article, Li and Zang (2015) analyzed
the optimal funding options for the education system. In particular, they assessed
the practice of using public finances in the development of human capital among
students. Regarding financing education, Li and Zang (2015) stressed two factors.
First, it is important not to increase the volume of education financing, but rather
increase the number of sources who produce it. It led them to investigate the issues
of financing education through current taxes, or payments by parents, or through
future taxes. They argued that:

efficient education subsidization involves two aspects concerning not only how high the
optimal rate of subsidizing education should be, but also who should pay for it inter-
generationally. Intuitively, the stronger the parental altruism towards children’s welfare
or education achievement, the higher the optimal rate of education subsidies. This result
holds in various models with different forms of altruism, and different taxes. However,
who should pay taxes to subsidize children’s education is not straightforward across
generations. (p. 47)

6.5 Analysis of Trends in State Budget Expenditures

The purpose of our study was to determine and assess the level of funds allocated
from the state budget to Uzbekistan higher education and their use. We analyzed
trends in budget spending by performing a regression analysis considering three
independent variables, which may affect education expenditures: number of bach-
elor students (X1), tuition fees (X2), and scholarships (X3) (Table 6.2).

We considered the effect of those three independent variables on the changes in
educational expenses through a correlation analysis of the effect of the above vari-
ables on general educational expenses. The results are summarized in Tables 6.3,
6.4, and 6.5.

Judging by the value of R-square (0.994203), the model we have implemented is
reliable, with a Fisher index equal to 0.00868.
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Table 6.2 State budget financing of Uzbekistan higher education 2010-2015

Indicators 2010 2011 2012 2013 2014 2015
Expenditure on 4,464,100 | 5,582,900 | 7130.400 | 8,803,200 | 10,763,000 | 12,162,200
education, in million

UZs

Number of BA students | — 56,607 56,607 56,607 57,907 57,907
X1)

Tuition fee (pedagogical | — 3350 4000 4600 5050 5800
specialty) in UZS (X2)

Scholarship amount®* in | 159,187.7 | 175,107 | 201,373.7 | 260,733.3 | 299,844 329,662.3
UZS (X3)

“To determine the total amount of scholarships, based on the number of students in higher educa-
tion institutions; when planning budget funds, the average size of scholarships is multiplied by the
number of students

Table 6.3 Regression results The regression statistics
R 0.997097256
R-squared 0.994202939
Normalized R-squared | 0.985507347
Standard error r 339,0602658
Observations 6

Table 6.4 Variance analysis 1

df | SS MS F Significance F
Regression 3 39,432,193.53 13,144,064.51 114.3341285 0.008682978
Balance 2 229,923.73 114,961.86
Total 5 39,662,117.26

We confirm the influence of those three factors: number of bachelor students,
tuition fees, and scholarships. Of course, we can observe that the budget expendi-
tures change with the same trend over the years. Based on this, we obtain the fol-
lowing formula:

F(x)=-15990.99+0.2714x, +0.3824x, +0.0296x,

However, if we pay attention to the P-value in Table 6.5 (this indicator should
usually be p < 0.05 in order to have a degree of influence), we see that X-variables
can only slightly affect the change in function (i.e., state budget expenditures).

In conclusion, we can say that with the state budget financing higher education,
there is the same development trend of indicators, such as the number of students,
the tuition fees, and the scholarships. However, their influence on the change in state
budget funds allocated to higher education is weak. In this regard, if state budget
funds tend to be sustainable, the question arises: How can the students’ tuition fees
affect that, if supported by extra-budgetary funds?
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In addition, we may consider to use the example of advanced foreign experience
to increase the amount of extra-budgetary funds in Uzbekistan higher education and
increase the financial autonomy of higher education institutions. Data show (OECD
2015) that the level of financial autonomy in EU countries is slightly higher. In par-
ticular, in the Netherlands, this figure is 4.6%; in Germany, 3.6%; in the United
Kingdom, 3.9%; in France, 3.4%; and in the Czech Republic, 4.1%. In those coun-
tries, the volume of funds allocated from the state budget is greater than the funds
received from the private sector. For example, you can compare the ratio of public
to private sources for financial resources in higher education. This ratio is
70.5:29.5 in the Netherlands, 56.9:43.1 in the UK, 79.8:20.2 in France, 79.3:20.7 in
the Czech Republic, and 85.9:14.1 in Germany (OECD 2015).

Also, note that in EU countries extra-budgetary sources play an important role in
higher education. As a result, due to these ratios and more autonomy granted to the
universities, the enrollment rate in EU countries’ higher education has increased.
However, in Germany, the state social expenditures carry a budget deficit. If in
2005 in 7 out of 16 states, tuition fees were introduced, then in 2007 this type of
payment was canceled (Bruckmeier and Wigger 2014). Analyses of macroeconomic
indicators show that in recent years an increase in public debt has been observed in
many countries. Consequently, there are some difficulties in ensuring government
contributions to higher education (Chevaillier and Eicher 2008).

In Uzbekistan, since 2005, there has been a budget surplus. In addition, the
increase in the number of students through an increase in the state budget educa-
tional expenses depends on taxes within the state budget and their impact on the
economy. This means that, in many respects, it is possible to increase enrollment by
increasing not so much the state budget as the extra-budgetary funds. Meanwhile,
Uzbekistan still has a low enrolment rate in higher education. In particular, in 1991,
17% students were enrolled in higher education, followed by a decrease in enroll-
ment. Of course, this decrease not only depends on the limited budgetary funds, but
it is also a consequence of the financial autonomy or lack thereof of universities. In
high-income OECD countries, this figure remains at 75% students enrolled in
higher education.

According to Yang and McCall’s (2014) research, if the increased level of enroll-
ment in higher education is inversely proportional to the share of state budget funds
for higher education per student, then the cost of higher education will be in direct
proportion to their share of GDP. In 2000, Patrinos noted that, relative to GDP, the
government should provide for large investments in higher education as an impor-
tant means of social and economic development of higher education. In Uzbekistan,
state budget funds are also at a high level. However, as mentioned above, the level
of enrollment in higher education is still low. The reason for this is that in Uzbekistan,
limited state budget funds are allocated to higher education.! However, in 2011-2015,
every tenth bachelor, willing to continue his or her studies at the master’s level,

'"Uzbekistan’s spending on higher education—at 5% of the education budget—is one of the lowest
in the world (World Bank 2018).
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achieved his or her goal. This situation can be explained by the fact that, in accor-
dance with the Decree of the President of the Republic of Uzbekistan dated July 4,
2011 No. PP-1564, “On admission to higher education institutions of the Republic
of Uzbekistan in the academic year 2011/2012,” in higher education, the number of
bachelor specialties decreased from 228 to 165, and the number of master’s special-
ties, from 1200 to 447.

6.6 Financing Higher Education in Uzbekistan

6.6.1 State Budget

According to Brett and Weymark (2003), reimbursement of expenses for higher
education at the expense of the state budget is a common thing. With the conditions
for the entire population receiving education, the demand for education among
members of the society increases. In turn, for those who seek education, the possi-
bility of creating additional value is highly relative. Brett and Weymark argued that
“In particular, those who have a special aptitude for education and those for whom
formal education makes a large contribution to market earnings are the most likely
to acquire a higher than the average level of education” (pp. 2566-2567).

State budget funds increased over the years, but the proportion of students in
relation to the total population remained the same (see Table 6.1). Note that the level
of enrollment in higher education accompanies the population growth. For example,
Yang and McCall’s (2014) research revealed that student loans and tuition payments
were introduced in Asian countries in the face of difficulties that had arisen in public
finances. In Uzbekistan, according to the joint agreement between the Ministry of
Finance and the Ministry of Higher and Specialized Secondary Education of the
Republic of Uzbekistan, dated August 18, 2015, the cost of the annual training of a
teacher in higher education and of the annual training in the field of teacher educa-
tion was 5800,000 UZSoms (about 600 USD).?

We can compare the proportion of faculty members with a scientific degree,
working in Tashkent and regional institutions, which prepare bachelors in that area.
We can observe that in the capital’s higher education institutions there are more
teachers with a scientific degree. However, bachelors who make the same educa-
tional payments and who prepare for the same education program are taught by
different categories of teachers. Yet, highly rated higher education institutions and
those which do not have such a high potential charge the same tuition fees. We
believe that the relationship between tuition fees paid to higher education institu-
tions and the monthly salary of teachers will be material incentives for further
development. It also points to the crucial role of the state budget.

*Data provided by https://www.xe.com/currencyconverter/ (February 27, 2020,): 1 USD = 9525.82
UzZs
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Of course, the aforementioned provisions affect the change in state budget funds.
In general, the following conclusions can be drawn on these state budget expenditures:

 First, it is necessary to develop the capabilities and achievements of higher edu-
cation institutions, taking into account the amounts of tuition fees set by the
government.

* Second, it is advisable to accelerate the implementation of these fees in accor-
dance with the university’s rating.

e Third, the strict establishment of the amount for the tuition fees will serve to cre-
ate a competitive environment among higher education institutions.

* Fourth, as the number of students studying on the basis of state grants decreases,

the state budget expenditures for higher education should also decrease.

Fifth, students’ getting high ratings will increase competition among them, and

this in turn will promote financial incentives for students.

e Sixth, in 2011-2016, the number of students who received scholarships at the
expense of public funds was reduced from five to one individual. This, in turn,
will require a further increase in extra-budgetary expenditures.

6.6.2 Tuition Fees

To the extent that the government sets the number of students who can be admitted
to higher education, tuition fees are also set by the government. Note that in the
2011-2012 academic year, the proportion of students admitted to Uzbekistan higher
education on a paid-contract basis (i.e., tuition fees paid to the university) was 65%;
in the 2015-2016 academic year, this figure increased to 67% (see Table 6.6).

Based on this, we can conclude that, the number of individuals who receive
higher education at their own expenses increased dramatically. This, in turn, creates
the need for an increase in extra-budgetary funds, but a significant portion of the
tuition fees paid by the students are returned to them in the form of scholarships. In
summary, students who pay for tuition are reimbursed most of their fees, as 75-80%
of their tuition fees are covered by scholarships. This has a significant impact on the
financial autonomy of higher education institutions.

Table 6.6 Number of students admitted to higher education institutions in Uzbekistan

2011/2012 2012/2013 | 2013/2014 |2014/2015 | 2015/2016
Bachelors 56,607 56,607 56,607 57,907 57,907
State grant 19,560 19,340 19,120 19,120 19,120
Contract/tuition fee |65% | 37,047 |37,267 37,487 38,787 67% | 38,787
Master’s 5880 6300 6300 5000 5000
State grant 1566 1566 1548 1548 1548
Contract 4314 4734 4752 3452 3452

Source: Developed by authors on the basis of resolutions of the President of the Republic of
Uzbekistan http://uzsm.uz/en/documents/1686/
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We can conclude that for students who study on the basis of tuition fees, the costs
are returned to them as scholarships; hence, if a student reaches high rankings, he or
she will receive a financial return. This, in turn, will not only increase the student’s
motivation to obtain a high ranking among students in higher education, but it will
also ensure high competitiveness in education. On the other hand, tuition fees for
higher education are determined by the government. For example, in the 2015-2016
academic year, in the areas of economics and business, the total amount of tuition
fees was set at 7,650,000 UZSoms (about 800 USD). Note that in Uzbekistan,
despite the fact that in higher education the technical basis is different among insti-
tutions and faculty members have different scientific potentials, the same fees are
assigned to the same field in different institutions.

Researchers Glocker and Storck (2014) analyzed the risks in 75 areas of educa-
tion and their level of return. According to the results of their research, financial
activities are developed separately, not only in various areas of education but also
even within the same area. In addition, they noted that the financial attractiveness of
education may also vary according to gender. Hence, the degree of usefulness or
value of a field of education affects the amount of tuition fees.

In the higher education system of European countries, the tuition fees are set
according to the field. In this case, the following fields deserve attention: social
studies, business and law, and especially the field of medicine are considered attrac-
tive. In other disciplines, the degree of investment return is lower (Walker and Zhu
2011). In Uzbekistan, the fields of economy and business are available in many
higher education institutions, but students enrolled in these fields are trained on the
basis of the same state education standards.

Moreover, when students make payments for higher education, they may benefit
from the financial assistance of parents (if the amount of the tuition fees is paid from
the parents’ wages, then according to paragraph 1 of part 31 of the 179 Article of the
Tax Code, this amount is not taxable). Second, students (or their parents) can get a
loan to pay tuition fees from private funds or commercial banks. Third, an institu-
tion that intends to hire a student after graduation may pay his or her loan; then, it is
assumed that this student will work in that institution in the future. One of the posi-
tive aspects of this is that the student’s job security is guaranteed after graduation.
We believe that the implementation of the educational agreement at the expense of
the existing three sources (state budget/scholarship, bank loan, parents) does not
affect the increase in extra-budgetary funds in the system of higher education. As
mentioned above, the reason for this is that a significant part of the educational pay-
ments is returned to students in the form of scholarships. Despite this, extra-
budgetary funds are considered an important source of funding for higher education.

In Uzbekistan, after admission to higher education, students can also pay tuition
by obtaining student loans from commercial banks. To that effect, the Resolution of
the Cabinet of Ministers of the Republic of Uzbekistan dated July 26, 2001 No. 318
“On the provision of student loans for studying in higher education institutions on a
fee-contract basis” was adopted. According to this decree, students attending higher
education institutions are granted loans at the refinancing rate of the Central Bank.
Students enrolled in a bachelor degree program may be granted a student loan for a
period of 10 years, and if enrolled in a master’s degree program, for 5 years. Students
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must begin to reimburse the loan 3 months after graduation. Given that student loans
are provided by commercial banks, they have high interest rates; for instance, the
financing interest rate of the Central Bank for 2016 was 9%. There may be a situa-
tion wherein a student, after graduation and employment, is not able to reimburse
the loan. Three months is a very short time. Then, students may consider the possi-
bility of extending these 3 months to a longer period.

The following conclusions can be drawn on the financing of higher education in
Uzbekistan:

* First, the main portion of educational expenses is paid directly by the students or
their parents.

* Second, the tuition fees paid by students are also to cover expenses related to
food and housing during their studies.

e Third, the payment made with a loan provided by a commercial bank creates
conditions for increasing the cost of education. It is established that a student, 3
months after graduation, must reimburse his or her loan with a 9% premium (in
2016). If the student extends this period, he or she can see a sharp increase in the
cost of his or her education.

* Fourth, the availability of student loans provides a good opportunity and incen-
tive for students who have limited financial resources to pay tuition fees.

* Fifth, the implementation of payment out of the parents’ wages to support the
education of their children creates certain financial benefits for them.

» Sixth, Uzbekistan has created ample opportunities for paying tuition fees for
students with disabilities.

6.7 Conclusion

The role of the state budget in financing higher education in Uzbekistan is of great
importance. In particular, the volume of these expenditures in relation to the GDP is
very high. This, of course, indicates the development of a socially oriented market
economy in our country. Despite this, the proportion of students who study for free
at the expense of the state budget is 35% to 40% of the total number of students.
Parents who pay for higher education for their children at the expense of their salary
are exempt from income tax on that amount, which is also considered as part of the
state social support.

Our study revealed that during the planning of the state budget expenditures in
higher education, the influence of tuition fees or of the size of scholarships is
insignificant. Due to the narrow scope of the state financial activities, the scale of
coverage of higher education still remains low. This, in turn, leads to the need to
provide higher education institutions with opportunities to develop their own finan-
cial activities.

Furthermore, due to the fact that tuition fees are centrally established, there is no
competition among higher education institutions. When paying tuition fees, stu-
dents can use loans from commercial banks. However, in Uzbekistan, a student who
receives a student loan must start reimbursing this loan 3 months after graduation.
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