THE ROLE AND IMPORTANCE OF ISLAMIC FINANCING
IN POVERTY REDUCTION IN UZBEKISTAN

Abdullayev Akobir Afzaljonovich
Bukhara State Technical University, student of group 712-23 IQT

Abstract: This article analyzes the importance of Islamic finance in
Uzbekistan and its integration into the financial system. The principles of Islamic
finance based on Sharia rules and their contribution to socio-economic stability are
studied. For Uzbekistan, Islamic finance is gaining great importance not only as a
new financial instrument, but also as a means of ensuring financial inclusion for the
poor in the country. The article covers the current situation, development prospects
and main problems of Islamic finance.
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AHHoOTamusi: B JaHHOW cTaThe aHAIM3HPYETCS BaXXKHOCTh HCIAMCKHUX
¢uHaHCOB B Y30eKuCTaHE W WX MHTErpanus B (UHAHCOBYIO cUCTeMy. V3ydeHbl
PUHIIUIBI UCITAMCKUX (PMHAHCOB, OCHOBAaHHBIC HAa TMPABWJIAX IIApUaTa, U UX BKIAJ
B COIMAJIbHO-3KOHOMHUYECKYIO0 CcTaOWiabHOCTh. Jlnsi VY30ekucraHa wuciamMckue
(uHaHCHI TPHOOPETAIOT OOJIPIIOE 3HAYEHUE HE TOJIBKO KaK HOBBIM (DMHAHCOBBIN
MHCTPYMEHT, HO U KakK CpPEACTBO oOecreueHus: (PUHAHCOBOM JOCTYNMHOCTH MJis
OemHBIX CcJ0eB HacelneHHs B cTpaHe. CTaThsi OXBaThIBaeT TEKYIIYI CHUTYaIIUIO,
NEPCIIEKTUBBI Pa3BUTH U OCHOBHBIE MPOOIEMBbI UCITAMCKHIX (DMHAHCOB.

KaroueBble cjioBa: ucinamckue (UHAHCHI, UCITAaMCKUil OaHk Y30ekucrana,
CoKpamieHue OeqHOCTH, Imapuar, (uHAHCOBas JOCTYMHOCTh, COIMATbHAS
CIPaBEIJINBOCTb.

INTRODUCTION

"Ixonomuka u counym' Ne8(135) 2025 www.iupr.ru



Islamic finance is founded on principles that ensure not only financial stability
but also promote environmental and social responsibility. Central to this system is
the belief that humans are trustees (khalifah) of Allah’s resources and must maintain
a universal balance (al-Meezan) by avoiding wastefulness (Israaf) and extravagance
(tabzeer). It encourages a balanced (Wassatiyah) approach to life, including business
and consumption. Islamic finance strictly prohibits interest (riba) and gambling,
enforcing ethical financial practices through Shariah-based moral screening to
uphold social justice, harmony, and solidarity (Al Adel wal Thsan). The Magasid al-
Shariah framework integrates religious, social, economic, and environmental goals
to safeguard the well-being of current and future generations.

Islamic finance operates under Shariah-compliant practices that prohibit usury
(riba) and excessive uncertainty (gharar), emphasizing social justice and sustainable
development over mere profit maximization. This system favors interest-free loans,
entrepreneurship-supporting investments, and social welfare initiatives, thereby
contributing to a more equitable and resilient economy.

The importance of Islamic finance is increasingly evident not only for Muslim
communities but also as a growing global financial instrument for various sectors of
the world economy. Today, Islamic finance occupies a significant portion of the
global financial market, and its scope continues to expand annually. For example, in
2022, assets owned by Islamic finance exceeded $3.5 trillion in total financial assets
[1,p. 15].

Islamic finance plays an important role as a means of ensuring financial
inclusion in Uzbekistan. For the underprivileged and those without access to
financial services, Islamic finance is aimed at reducing poverty and ensuring social
stability [2, p. 35].

Core Islamic finance products include Ijara (leasing), Murabaha (trade
financing), and Islamic leasing services provided through banks and microfinance
institutions.

Islamic Leasing:
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- In 2023, specialized leasing companies (such as Uzbekleasing) managed an
Islamic leasing portfolio of approximately USD 30 million.

- The main instrument 1s [jara (operating lease or financial lease structured in

accordance with Islamic principles).

External financing through the IDB and ICD:

- A total of over USD 500 million has been approved under various

programs (2019-2023).

Includes:

- Water supply and infrastructure projects (approximately USD 300 million)

- Lines of credit for SMEs (over USD 200 million)

Since 2020, significant attention has been given to the development of Islamic
finance in Uzbekistan's economy. During this period, state programs have been
developed to attract local investments and support entrepreneurship through Islamic
financial instruments. The activities of Islamic banks and financial institutions are
being established, which helps to deliver financial resources to all segments of the
population in the country [1, p. 6].

One of the main objectives of the Islamic finance system is to provide financial
support to low-income segments of the population. To achieve this goal, interest-
free financial instruments such as Qard al-Hasan have been developed. Under this
arrangement, the bank provides a loan to the client based on a loan agreement, and
the client, in turn, undertakes the obligation to repay the loan on time. Qard al-
Hasan is offered as financial assistance to individuals facing economic difficulties.
This instrument is aimed at ensuring social justice and promoting financial inclusion
for all segments of the population [3, p. 48].

The expansion of Islamic finance in Uzbekistan can play a significant role in
providing financial services to the most vulnerable segments of the population. This
not only expands opportunities for low-income groups but also has a positive impact

on the country's economy [2, p. 7].
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Islamic finance is considered one of the financial systems successfully applied
in many countries. For example, Malaysia, Indonesia, the UAE, and Saudi Arabia
are leading countries in the field of Islamic finance. In these countries, Islamic
finance is integrated with the global financial system, thereby ensuring economic
stability and social justice [4, p. 63].

Uzbekistan can also take direction from international experience in developing
Islamic finance. For example, Malaysia's successful experience in the field of
Islamic finance can serve as a model for Uzbekistan. In Malaysia, the Islamic
finance system has not only ensured financial inclusion within the country but also
strengthened its position in the international financial market [4, p. 68].

Attracting international investments is of great importance for the expansion of
Islamic finance in Uzbekistan. Cooperation with international Islamic financial
institutions, including implementing various projects for attracting investments and
expanding financial services, can be carried out. Through collaboration with the
Islamic Development Bank and other international Islamic financial organizations,
the financial system in Uzbekistan can be further developed [1, p. 45].

From 2019 to 2023, more than $200 million was attracted in Uzbekistan
through the Islamic Development Bank and ICD (Islamic Corporation for the
Development of the Private Sector) credit lines for financing SMEs, trade, and
infrastructure. In 2022, a $100 million agreement was signed with the ICD to
provide Islamic financing to the private sector.

By 20222023, the ICD (Islamic Corporation for the Development of the
Private Sector) allocated over $175 million in capital and credit lines to Uzbekistan.
In the country, the ICD portfolio includes financing through “Hamkorbank”,
“Asaka” Bank, and “Uzsanoatqurilishbank” (for Islamic window operations).

axBy 2023, the total portfolio of Islamic products through the Windows
amounted to approximately 50—-60 million US dollars.

There are a number of challenges hindering the widespread adoption of Islamic

finance as a means of financing in Uzbekistan:

"Ixonomuka u counym' Ne8(135) 2025 www.iupr.ru



1. One of the main factors hindering the expansion of Islamic finance in
Uzbekistan is the lack of sufficient legal and financial foundations. Legal
regulations and financial mechanisms need to be developed to promote the growth
of Islamic finance. This process requires cooperation between specialists in the
financial sector and government institutions [2, p. 72].

2. Low awareness about Islamic finance — the lack of information and
knowledge about the Islamic finance system is also one of the factors hindering its
expansion. Many segments of the population do not have complete information
about the benefits of Islamic finance and how to use it. Therefore, it is necessary to
implement a number of initiatives to increase awareness about Islamic finance [5, p.
88].

To increase awareness about Islamic finance, it is essential to strengthen
education and information efforts. Enhancing knowledge in this field and widely
promoting the benefits of Islamic finance among the population can help achieve
financial inclusion. Special attention should also be given to the training of
specialists in the field of Islamic finance [2, p. 75].

In conclusion, it can be emphasized that the development of Islamic finance in
Uzbekistan plays an important role in ensuring financial inclusion, reducing
poverty, and achieving social justice. Islamic finance is viewed not only as a
financial tool but also as a means aimed at promoting economic stability and social
well-being in the country. By utilizing development prospects and international
experience, the role of Islamic finance in Uzbekistan is expected to grow further in
the future.
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