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Haszpanue nyounkanun: «INNOVATIVE WAYS TO TRANSITION FROM LOW
EMPLOYMENT TO PRODUCTIVE EMPLOYMENT IN SELF-EMPLOYMENT»

Abstract: this paper explores innovative ways of moving from vulnerable
employment to productive employment in self-employment. Also, the article examines
the self-employment system based on the theoretical and practical aspects of improving
weak employment based on the characteristics of productive employment. In this, the
types, composition, and characteristics of self-employment activities, as well as
national and international standards for their regulation, legal, organizational, and
economic opportunities for effective use of the current mechanism, and specific aspects
of international experiences for improving the system were studied. Also, the article
discusses the development of the self-employment system in rural and urban areas, the
mitigation and elimination of factors that negatively affect the further increase of self-
employment indicators, reforms, measures and theoretical-scientific bases aimed at
increasing the income of the population based on this type of employment.

Keywords: self-employment, self-employment system, vulnerable employment,
productive employment, innovation, types of self-employment activities, opportunities
to increase the number of self-employed, vocational training, professional development
of self-employed, benefits for self-employed, improvement of labor relations in self-
employment.

Introduction. Creating the necessary conditions to increase the level of
employment, as a very important factor in increasing the income and well-being of the
population in the country, further developing the labor market infrastructure,
strengthening the social protection system of people, and enriching the content and
essence of the activity of labor legislation and the social protection system in resolving

these issues are on the list of urgent issues today.
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Today, special attention is paid to qualitative indicators of increasing the level
of employment of the population, taking into account the territorial characteristics of
the formation, distribution and use of labor resources, as well as socio-demographic
factors. In this regard, as a result of natural and mechanical movement of the population

Educational level of the labor resources being formed, skilled labor migration,
based on the principles of productive, rational and decent work

It is very important to take into account such features as ensuring employment,
reducing unemployment, and making timely and effective use of available labor
resources.

The state control of irregular forms of employment is a complex process, as it
often represents informal employment that is not reflected in official statistics. A very
rational solution is to use the status of self-employment, a new form of employment
that is not legally defined and differs significantly from the norm in the national labor
market.

Many developing countries prefer to use self-employment, a type of population
growth based on quantitative indicators.

Self-employed individuals are individuals who find their own work and earn
income by doing it themselves. For example, self-employed nannies, potters,
hairdressers, cleaners, tailors, programmers, and many other professions can be self-
employed.

Their activities are regulated by the “Regulations on the Procedure for Carrying
Out Activities as Self-Employed Persons”. According to the Decree of the President of
the Republic of Uzbekistan No. PF-193 dated November 10, 2023 “On Measures to
Improve the System of Financial Support for Small and Medium-Sized Businesses”, a
person can engage in 101 types of activities. Of course, depending on the wishes of the
citizen, it is possible to choose several of them at the same time.

Every individual of working age can be self-employed, except for sole
proprietors. However, it is stipulated that self-employed persons are not required to

register as sole proprietors.
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Individuals who are employed on a monthly basis may work under an
employment contract at their main place of work and simultaneously engage in self-
employment. The condition is that the type of activity at their main place of work is
not included in the list of types of activity permitted for self-employment.

Analysis of literature on the topic

In research by the Organization for Economic Cooperation and Development,
one of the world's leading international organizations conducting scientific research,
self-employment refers to individuals who have made individual entrepreneurial
decisions.

Self-employment is recognized by international organizations as vulnerable
employment. Vulnerable employment refers to jobs in which workers experience
instability, low wages, limited social protection and insufficient protection of labor
rights. The types of vulnerable employment and their classification have been detailed
in their reports by international organizations (Table 1). In particular, the Bureau of
Labor Statistics has identified self-employment as vulnerable employment.

In our view, vulnerable employment is a person above the national poverty line
for himself and his dependents, using his productive and creative abilities, not
prohibited by law.

"Labor Economics and Human Capital", No. 1 in 2024, is a type of activity that
cannot generate guaranteed labor income for consumption.

International experience in introducing the institution of self-employed citizens
is based on the following: In 1979, the French government experimented with
introducing a program to develop self-employment in the country, which was based on
paying a citizen registered as a self-employed person a start-up capital formed at the
expense of his own funds. This cost was significant for the country as it was more
effective than unemployment benefits. This program was introduced in Great Britain
for persons recognized as unemployed. Later, similar programs were introduced into
the practice of other European countries.

Table 1

Types of vulnerable employment described in reports of international organizations
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t/r

Vulnerable type

of employment

Description

Organization report

Temporary and

short-term work

Working on short-term contracts without the

European Agency for

independently, temporarily or seasonally, and

doing household work

l. guarantee of transfer or permanent Safety and Health at
work under
employment Work [1], 2019
contract
Organization for
‘ Working less than full-time without full Economic
Part-time ) )
2. formal benefits and guaranteed protection at | Cooperation and
employment
work Development [2],
2019
Self-employment in low-income sectors with
‘ ' ' Bureau of Labor
3. | Self employment | unstable incomes and no social security
Statistics [3], 2020
guarantees
Permanent and temporary migration to other
A Unskilled labor | countries or regions based on consent to United Nations [4],
. migration unskilled, unstable-wage jobs with limited 2020
access to social services moved passage
Working conditions are not regulated, the risk
S S World Health
Working in high- | of injury is high was house works, o
5. Organization [5],
risk workplaces | construction, village farm and other in places 001
busy to be
Working without a formal employment
contract, without making payments to the International Labor
Informal o ' ' o
6. social insurance and pension fund, working Organization [6],
employment

2021

the same way as military veterans, which significantly expanded the concept of self-

In the United States, the self-employed began to be classified in legislation in

employment [7].

employment: “Employment is the activity of citizens related to satisfying their personal

and social needs, which does not contradict the legislation, and which brings them

of Uzbekistan K.Kh. Abdurakhmanov gave the following general definition of
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wages and income”[8]. Self-employment is also considered a type of employment that
brings income and has the appropriate norms and legal basis.

Researcher K. Dilmonov argues that “self-employment is a factor in ensuring
employment and increasing the well-being of the population, and it manifests the
features of material and non-material production.” [9] In fact, the high share of self-
employed individuals in the total employed population is characteristic only of
underdeveloped and developing countries.

Self-employment is not only considered a non-traditional form of employment
for the population, but also has features that distinguish it from other types of
employment. Russian researchers N. Tonkikh and A. Babinseva consider self-
employment to be a non-traditional form of employment [10]. However, it does not fall
within the spectrum of informality.

Among the categories of employed population identified in the International
Classification of Employment Status (ICSE-93) of the International Labor
Organization (ILO), the most reliable group not affected by poverty is wage earners.

The ILO classification (ICSE-93) classifies all other employment groups as
vulnerable employment. In developed countries, the risk of poverty among wage-
earning workers is very low. However, in developing countries, the fact that working-
age people may still be living in poor households despite being in wage-earning
employment calls for consistent reforms in this area.

A. Burlak defines self-employed people as follows: “‘self-employed citizens’
combine the characteristics of a capital owner, employer, and manager. Their main
difference from other social groups is the presence of capital management and personal
labor functions, which allows them to be identified as a border layer within the class
of small owners” [11].

The concepts of “self-employment” and “entrepreneurship” were described by
O. Grabova and A. Suglobov, paying special attention to the participation of an
individual in personal labor, as follows: “self-employed persons are citizens who
independently carry out activities based on personal labor participation in the provision

of services, aimed at systematically obtaining profit; not registered as individual
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entrepreneurs; hired workers are citizens who independently carry out activities based
on personal labor participation in the performance of work for individuals at their own
risk and risk” [12].

It can be found in the studies of several European scientists that self -
employment is based on personal qualities and skills.

In particular, according to researcher I. Light [13], if workers are not accepted
by the formal economy and labor markets, self-employed people can further increase
their employment opportunities by bypassing the formal labor market and avoiding
discrimination.

Research by G. Borjas and S. Bronars shows that individuals with higher levels
of education are more likely to be self-employed than those with lower levels of
education [14]. This can be explained by the principles of personal development and
the pursuit of spiritual freedom.

The same views were also expressed in the research of E. Lazear, who found
that, in his opinion, people who work in several places and have a high level of
education are more likely to engage in entrepreneurship through self-employment than
those who work in one place or have simple professions [15].

Self-employment is not just an activity, but also a necessity. Western researcher
R. Boden notes that when women feel the need to work, they are more likely to engage
in self-employment due to their free time and family situation [16]. This can manifest
itself not only as a main job, but also as an additional one.

Self-employment can be not only weak, but also dangerous. S. Parker and D.
Smeaton have assessed self-employment as a generally dangerous activity [17].
Researcher D. Smeaton explains it as an activity that, along with high costs, can bring
high profits.

In our research work, we see the weak aspects of self-employment activities and
transformation processes to productive employment.

Research methodology

In this study, empirical and conceptual studies related to the issues of increasing

the level of population employment based on the principles of self-employment
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reflected in a number of scientific sources were studied and scientific approaches were
systematized. Also, systematic analysis, logic, analysis and synthesis, comparative
analysis and grouping methods were used in the research work.

Analysis and results

Informal employment arises from two main situations in the country's labor
market.

First of all, the main reason for this is the inefficiency in work, which is caused
by the significant increase in the impact of various tax rates on labor income in the
official labor market.

this problem is to ensure that a person's informal sector income for a given
profession or position is higher than the formal sector income for the same profession
or position. Otherwise, the mechanism of evasion of labor income and social taxes will
be activated.

Secondly, the lack of formal jobs or the fact that the wages offered in them do
not significantly differ from the established minimum wage leads those who want to
work to seek income opportunities outside the formal labor market. This can lead to
tension in the labor market.

The solution to this problem is based on creating new jobs, activating the system
of vocational training, advanced training and retraining, and encouraging external labor
migration.

A new strategy - regulating and encouraging self-employment - is gaining
importance as a solution to the two main labor market issues mentioned above.

As is known, as of July 1, 2020, there were 24 types of activities that self-
employed persons could engage in, and persons engaged in these types of activities
paid social tax in the amount of 4.5 times the current Basic Assessment Amount (BAA)
(1,000,000 soums).

From July 1, 2020, 43 new activities were added to the types of activities that
self-employed persons can engage in, bringing their number to 67. At the same time, a

social tax was introduced in the amount of 50% of the current Basic Assessment
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Amount (BAA) (111,500 soums). The amount of social tax was reduced by almost 10
times.

Based on the Decree of the President of the Republic of Uzbekistan No. PF-6221
dated May 5, 2021 “On the consistent continuation of reforms in the healthcare system
and the creation of necessary conditions for increasing the potential of medical
workers”, from July 1, 2021, nursing work (type of activity 68 on the list) was included
in the list of types of activities (works, services) that self-employed persons can engage
in. The social tax payable in this case was set at 373,650 soums.

As of November 1, 2022, the types of activities that self-employed persons can
engage in have increased by 10 to 78.

In 2022, the types of activities that self-employed persons can engage in have
changed, new ones have been added, and their number has increased to 82.

Based on the Decree of the President of the Republic of Uzbekistan No. UF-193
dated November 10, 2023 "On measures to improve the system of financial support for
small and medium-sized businesses", 19 types of activities were added and came into
effect on March 1, 2024.

self -employment is included in the length of service taken into account for
calculating the old-age pension from the moment of becoming entitled to a pension.

The dynamics of the number of self-employed persons in the Republic of
Uzbekistan has shown a sharp growth trend in recent years. As of March 1, 2024,
2,633,471 people were self-employed in the country. This can be explained by the
expansion of the list of types of activities for self-employment in November 2023.

Articles 35-37 of the Law "On Employment of the Population" in the Republic
of Uzbekistan, Resolution of the President of the Republic of Uzbekistan No. PP-4742
dated June 8, 2020, and Resolution of the Cabinet of Ministers No. 806 dated
December 23, 2020 are the main legal bases for regulating the activities of self-
employed persons.

As 1s known, a self-employed person can register through the "Soliq.uz" mobile
application or the taxpayer's personal account, or by personally visiting the state tax

service body.
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The period of registration as a self-employed person is included in the length of
service for the purpose of assigning a pension, regardless of whether labor activity was
actually performed in the self-employed manner during this period or not.

Local labor authorities make recommendations to commercial banks to allocate
preferential microloans to self-employed persons [18].

As 1s known, in order to widely involve the population in entrepreneurial
activities and create additional conditions for engaging in legal labor activities, the
types of activities for self-employed persons have been expanded. The types of
activities are expanding, but there is a need to ensure that not all types of self-
employment remain weak and transform them into productive employment.

First of all, it is necessary to define productive employment. In our view,
productive employment is an activity that is not prohibited by law and uses one's
productive and creative labor skills to provide guaranteed labor income for oneself and
dependents for consumption above the national poverty line.

Do all self-employed individuals today earn guaranteed labor income for
consumption above the national poverty line for themselves and their dependents?! For
this, it is necessary to conduct a deep scientific study of the types of self-employment
activities in terms of seasonal, legal, organizational, administrative, social and
economic aspects, reasonable analyzes and mechanisms for transitioning from weak
employment to productive employment.

In the transformation processes from weak employment to productive
employment, the following issues are clearly visible:

1. It is necessary to correctly assess the current state of self-employed persons'
activities. The main reason for this is that today there are quite a few self-employed
persons who, despite being officially registered with the tax authorities, are not
carrying out their activities or are about to cease their activities.

2. Self-employed individuals do not require any special training or relevant
qualification certificates to start their activities. In fact, international experience

suggests that any specific field of activity requires certain skills and knowledge.
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3. Self-employed persons are not required to have at least a business model or a
target plan for registration. This may indicate a simplification of the registration
system, but what is actually being registered should be important. Therefore, it is
advisable and effective to create a detailed business plan, including a market analysis,
marketing strategy, financial forecasts and an operations plan, with the help of existing
business incubators in the country.

4. Self-employed individuals should have basic financial knowledge and legal
awareness to further develop their business. They should be able to conduct a primary
analysis of financing methods for the activity being created, including loans, grants or
investments, register the activity in accordance with local laws, and independently
obtain the appropriate licenses and permits.

The transformation from vulnerable employment to productive employment
takes time, effort and strategic planning. The right approach can significantly improve
the professional and personal life of a self-employed person.

Conclusions and recommendations

While the urgent tasks of transitioning the informally employed population to
formal employment and bringing informal entrepreneurship to transparency and
openness are being addressed in Uzbekistan, ensuring the activation of self-
employment mechanisms in state programs and targeted strategic directions is also
becoming a very urgent issue. Currently, more than 2.6 million people are self-
employed in the republic, working in 101 types of activities. We believe that the
employment of self-employed people is based on the principles of efficiency rather
than weakness, due to the following:

In different countries, reforms aimed at increasing the income of individual
entrepreneurs may differ depending on the economic situation, legal framework and
state needs. However, there are several general areas of reform that can be applied in
different contexts:

First, it would be advisable to simplify the tax system for the self-employed.
According to the amendments to the current legislation, starting from January 1, 2024,

income received by self-employed persons as a result of labor activity or from the sale
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of goods (services) will be subject to taxation in accordance with the procedure
established for individual entrepreneurs from the date on which this income exceeds
one hundred million soums during the tax period [19]. However, there is a need to
introduce tax holidays for certain seasonal types of self-employment activities.

Secondly, it is necessary to introduce a system of social support for self-
employed categories. In this regard, it is very necessary to create a system of insurance
of their activities, and to organize funds to support them during economic downturns
or natural disasters. After all, many promising future entrepreneurs are forced to close
their activities for the above reasons.

Thirdly, it would be advisable to provide free or subsidized education for self-
employed individuals to improve their knowledge and skills within the framework of
their activities, to help them enroll in courses and trainings online or in person to
improve their skills and learn new skills, and to create support centers that provide
advice on business, marketing, and financial management.

Fourth, create conditions to improve access to finance. In particular, develop
microcredit programs for self-employed individuals to expand their businesses or start
new ones, and introduce subsidy and grant programs to support various innovative
projects and business initiatives.

Fifth, the development of a dedicated digital platform and centralized mobile
applications for the self-employed can further facilitate their activities. The current
"Salig.uz" mobile application could not fully cover the representatives of this field.

Sixth, it is necessary to create a centralized electronic market for the free and
remote sale of goods and services produced by self-employed individuals and support
them on this basis.
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