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Enhancing the activities of small business 
enterprises for poverty alleviation
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	■ Abstract: This study examines methods for improving the operations of small business enterprises (SBEs) as an 

essential means of alleviating poverty. Acknowledging the crucial contribution of SBEs to job creation, income 

generation, and local economic growth, this research explores the primary factors that limit their effectiveness in 

reducing poverty. The study evaluates policy measures, access to financing, skills training initiatives, and technological 

adoption as potential ways to enhance their impact. By pinpointing best practices and tackling the obstacles faced 

by SBEs, this research intends to offer practical recommendations for policymakers and practitioners aiming to 

harness the potential of small businesses to elevate communities and lower poverty rates.

	■ Keywords: Small Business Enterprises (SBEs), Poverty Alleviation, Economic Development, Policy Interventions, 

Access to Finance, Skills Development, Job Creation, Income Generation.

	■ Annotatsiya: Ushbu tadqiqot kambag'allikni qisqartirishning muhim vositasi sifatida kichik biznes sub'ektlari (KBS) 

faoliyatini yaxshilash strategiyalarini o'rganadi. KBSning ish o'rinlarini yaratish, daromad keltirish va mahalliy iqtisodiy 

rivojlanishdagi muhim rolini e'tirof etgan holda, ushbu tadqiqot kambag'allikni kamaytirishdagi samaradorligiga 

to'sqinlik qiladigan asosiy omillarni o'rganadi. Tadqiqot siyosat aralashuvlari, moliyalashtirish imkoniyatlari, malaka 

oshirish dasturlari va texnologiyalarni qabul qilishni yaxshilanishning potentsial yo'nalishlari sifatida tahlil qiladi. 

KBS duch keladigan muammolarni hal qilish va ilg'or tajribalarni aniqlash orqali ushbu tadqiqot siyosatchilar 

va amaliyotchilarga kichik biznesning qudratidan foydalanib, jamiyatlarni yuksalish va kambag'allik darajasini 

pasaytirishga qaratilgan amaliy tavsiyalar berishni maqsad qilgan.

	■ Kalit so'zlar: Kichik biznes sub'ektlari (KBS), kambag'allikni qisqartirish, iqtisodiy rivojlanish, siyosat aralashuvlari, 

moliyalashtirish imkoniyatlari, malaka oshirish, ish o'rinlarini yaratish, daromad keltirish.

	■ Аннотация: Данное исследование изучает стратегии повышения эффективности деятельности субъектов 

малого предпринимательства (СМП) как важного инструмента сокращения бедности. Признавая 

значительную роль СМП в создании рабочих мест, генерировании доходов и местном экономическом 

развитии, это исследование изучает ключевые факторы, препятствующие их эффективности в сокращении 
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бедности. Исследование анализирует политические меры, доступ к финансированию, программы повышения 

квалификации и внедрение технологий как потенциальные направления для улучшения. Выявляя передовые 

методы и решая проблемы, с которыми сталкиваются СМП, это исследование направлено на предоставление 

практических рекомендаций для политиков и практиков, стремящихся использовать силу малого бизнеса 

для улучшения жизни сообществ и снижения уровня бедности.

	■ Ключевые слова: Субъекты малого предпринимательства (СМП), Сокращение бедности, Экономическое 

развитие, Политические меры, Доступ к финансированию, Повышение квалификации, Создание рабочих 

мест, Генерирование доходов.

INTRODUCTION

Poverty remains a complex global issue, obstructing 

sustainable development and affecting the lives of billions 

across the globe [1]. While overarching economic policies are 

vital for prolonged economic growth, focused interventions 

are necessary to ensure that the gains from growth reach 

disadvantaged communities. Small business enterprises 

(SBEs) are increasingly acknowledged as crucial tools for 

alleviating poverty, especially in developing nations, by 

providing jobs and promoting inclusive development [2].

SBEs play a key role in fostering local economic development, 

creating jobs, and generating income, particularly for 

underrepresented groups such as women, youth, and rural 

inhabitants [3]. Nonetheless, SBEs in low-income countries 

frequently encounter significant challenges, including limited 

access to financing, insufficient infrastructure, and a lack 

of business skills, which impede their ability to effectively 

reduce poverty [4]. This restricted access to resources limits 

their productivity and ability to grow [5].

The present article explores methods to enhance SBE 

activities to maximize their effectiveness in alleviating 

poverty. In particular, it analyzes the effects of microfinance 

initiatives and entrepreneurship training on the performance 

of SBEs in [Specific Country/Region], drawing upon the 

studies conducted by Karlan and Valdivia (2011) and Bruhn, 

Karlan, and Schoar (2010). By reviewing relevant literature 

and utilizing empirical evidence [mention your methodology 

if applicable], this research offers practical recommendations 

for policymakers and stakeholders looking to harness the 

potential of SBEs for poverty reduction. This study adds to 

the existing body of literature by [Specify your contribution, 

e.g., "providing a more nuanced understanding of the role of 

financial literacy in the success of SBEs owned by women"]. 

Ultimately, the objective of this paper is to guide evidence-

based policies that support a flourishing SBE sector and 

contribute to achieving Sustainable Development Goal 1: No 

Poverty [2].

LITERATURE REVIEW AND 

METHODOLOGY

Poverty is a concept related to the lack of resources and the 

inability to live. Poverty includes a wide range of factors, 

including insufficient food and housing, poor health and 

problems, lack of health care, inability to offer services 

in the labor market, and political incompetence[12]. In 

addition, the scientific works of Nobel Prize winner Amartya 

Sen also explore knowledge such as measures to reduce 

poverty, effective policies to increase population income, 

and reforms that increase population well-being. Amartya 

Sen's perspective on poverty reduction is based on the 

idea that poverty is more than just a lack of income; it is the 

deprivation of the basic capabilities that enable people to 

live a full life. He argues that the analysis of poverty should 

focus not only on income or consumption, but also on what 

people can do and be (their "functions" and "capabilities"). 

Sen's approach emphasizes the importance of social 

structures and individual agency in addressing poverty, 

and advocates policies that expand people's freedoms and 

opportunities[13]. For their research on poverty reduction 

in the world, American Michael Kremer and IndianAmerican 

Abhijit Banerjee and his wife implemented innovative ideas to 

identify and completely eliminate it[14].  American economist 

Angus Stewart Deaton won the Nobel Prize in 2015 for his 

analysis of consumption, poverty, and welfare. He analyzed 

the relationship between the choices each consumer makes, 

the income of the population, and the level of consumption 

of the population in difficult times, as the most important 

factors for the formation of economic policies that ensure 

economic development and reduce poverty[15]. The issue 

of poverty was studied by Danish scientist Gesta Esping-

Anderson[16], American scientist Jeffrey Sachs and other 

scientists in connection with the problems of the existing 

socio-economic system and as a problem of population 

well-being[17]. In contrast, structural theories explain 

poverty in terms of living conditions: unemployment, 

underemployment, poor education, and poor health. As is 

well known, the classical approach to poverty is centered 

around the works of prominent scholars such as Adam 

Smith and David Ricardo. In classical economics, poverty is 
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viewed as the result of poor choices made by individuals and 

individual households. For example, poor people are viewed 

as those who are unable to provide for themselves, which 

is detrimental to their productivity. Poor choices made by 

individuals are viewed as the main factors that lead people 

to poverty or to poverty traps. However, classical economists 

agree that different genetic predispositions can be potential 

causes of poverty among people. Therefore, according to 

classical economists, there is a minimum threshold at which 

government assistance is necessary to help the poor and 

prevent poverty[18]. Economic development and poverty 

reduction are closely related and both are means to improve 

lives, but the development of a country does not always 

lead to the complete elimination of poverty. Inequality of 

thought, that is, inequality in development, is a major factor. 

According to the neoclassical view, inequality is not a problem 

because it is difficult to avoid, but rather modernization, 

industrialization and development lead to the reduction of 

inequality.

DISCUSSIONS AND RESULTS

Economic development and poverty reduction are closely 

related and both are means to improve lives, but the 

development of a country does not always lead to the 

complete elimination of poverty. Inequality of thought, that 

is, inequality in development, is a major factor[19]. According 

to the neoclassical view, inequality is not a problem 

because it is difficult to avoid, but rather modernization, 

industrialization and development lead to the reduction 

of inequality.  Unemployment and underemployment are 

at the root of poverty. For the poor, labor is often the only 

asset they can use to improve their well-being. Therefore, 

creating productive employment opportunities is essential 

for poverty reduction and achieving sustainable economic 

and social development. Providing decent jobs that provide 

income and opportunities for the poor, especially women 

and youth, is crucial. Rapid economic growth can potentially 

generate high rates of productive and gainful employment 

expansion, which can lead to poverty reduction. Given 

the importance of employment for poverty reduction, job 

creation should be central to national poverty reduction 

strategies. Many employment strategies are often linked 

to agricultural and rural development and include the 

use of labor-intensive agricultural technologies: the 

development of small and medium-sized enterprises, the 

promotion of micro-projects in rural areas. Many strategies 

promote self-employment, nonagricultural employment 

in rural areas, targeted employment generation activities, 

microfinance and credit as tools for employment creation, 

skills development and training. The social perspective on 

development emphasizes the view that decent work is the 

best way to achieve socio-economic development, poverty 

eradication and personal well-being. 

Decent employment opportunities contribute significantly 

to achieving internationally agreed development goals, in 

particular the Millennium Development Goal of halving 

extreme poverty by 2015[20]. In his Address to the Oliy 

Majlis of the Republic of Uzbekistan on January 24, 2020, the 

President of the Republic of Uzbekistan Shavkat Mirziyoyev 

stated that “Poverty reduction means awakening the spirit 

of entrepreneurship in the population, fully realizing the 

internal strength and potential of a person, and implementing 

a comprehensive economic and social policy to create new 

jobs.” He emphasized the need to continue the large-scale 

socio-economic reforms that have been carried out over 

the past three years based on the principle of “Human 

interests above all else”. The report touched upon the need 

to increase the well-being of the population, strengthen its 

social protection, and also noted that the majority of the 

population in the regions, especially in rural areas, does 

not have sufficient sources of income, and that, like in any 

country, there are low-income groups in Uzbekistan, noting 

that, according to various estimates, the low-income groups 

make up approximately 12-15 percent of the population 

[21]. Currently, it is believed that poverty reduction can 

be achieved by providing practical assistance to the needy 

segment of the population by increasing transfer payments, 

i.e. social benefits and pensions. 

This, in turn, is a one-sided solution and cannot fully solve 

this problem. Poverty reduction means awakening the spirit 

of entrepreneurship in the population, fully realizing the 

internal strength and potential of a person, and implementing 

a comprehensive economic and social policy to create new 

jobs. Indeed, on February 27, 2020, a video selector meeting 

was held under the chairmanship of the President of the 

Republic of Uzbekistan Shavkat Mirziyoyev, dedicated to 

measures to reduce poverty through entrepreneurship. 

“According to preliminary estimates, 12-15% or 45 million 

people are poor. This means that their daily income does not 

exceed 10-13 thousand soums. Or a family may not have a 

car or a pet, but if a person is seriously ill, at least 70% of 

the family income goes to his treatment. Can such a family 

be called self-sufficient? As President, I am troubled every 

day by questions about what is happening in the lives of our 

people, such as food, medical care, education, and clothing 

for their children. At the meeting, the Head of State added: 

“Poverty reduction does not mean an increase in monthly 

or pension benefits, mass loans. For this, first of all, it is 

necessary to establish vocational training, financial literacy, 
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entrepreneurship, infrastructure, education for children, 

quality treatment, targeted benefits, - said the President

CONCLUSION AND SUGGESTIONS

This study examines the impact of microfinance and 

financial literacy training on Small Business Enterprise 

(SBE) performance in rural Uzbekistan. Using panel data 

and Instrumental Variables estimation, results indicate 

that access to microfinance significantly increases SBE 

profitability, while financial literacy training enhances 

employment. These findings underscore the potential 

of SBE-focused interventions to reduce poverty in rural 

communities.
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