Indonesian Journal of Law and Economics Review
Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financia Technology)

Table Of Content

Journal Cover ... ... ..
Author[s] Statement .. ........ ... ...
Editorial Team . ... .. .. 4
Article information ........ .. ..
Check this article update (crossmark) .. ...... ... . . ... . . .. . . . ... ... 5
Check this article impact .. ... .. .. . . . . . 5
Citethis article . ... .. . . . . 5
Title page . ... ... 6
Article Title . ... . e e 6
Author information ... ... . 6
Abstract ... 6
Article content ... ... 7

ISSN 2598 9928 (online), https://ijler.umsida.ac.id, published by Universitas Muhammadiyah Sidoarjo
Copyright © Author(s). This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC
BY). To view a copy of this license, visit https://creativecommons.org/licenses/by/4.0/.
Page 1 of 13



https://portal.issn.org/resource/ISSN/2598 9928
https://doi.org/10.21070/ijler
https://umsida.ac.id
https://creativecommons.org/licenses/by/4.0/

Indonesian Journal of Law and Economics Review

Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financial Technology)

ISSNICGNLINEWNZESS 9928

OLdvOdIsS HYAIAYVWHNYHNW SYLISHIAINN

Ad d3HSITdnd

S
2
m
o4
>
<
-
S
2
>
F
o
m
P
>
2
2
O
m
O
o
<
o
=z
O

ISSN 2598 9928 (online), https://ijler.umsida.ac.id, published by Universitas Muhammadiyah Sidoarjo
Copyright © Author(s). This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC

BY). To view a copy of this license, visit https://creativecommons.org/licenses/by/4.0/.
Page 2 of 13



https://doi.org/10.21070/ijler.v19i2.1053
https://portal.issn.org/resource/ISSN/2598 9928
https://doi.org/10.21070/ijler
https://umsida.ac.id
https://creativecommons.org/licenses/by/4.0/

Indonesian Journal of Law and Economics Review
Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financia Technology)

Originality Statement

The author[s] declare that this article is their own work and to the best of their
knowledge it contains no materials previously published or written by another person, or
substantial proportions of material which have been accepted for the published of any
other published materials, except where due acknowledgement is made in the article.
Any contribution made to the research by others, with whom author[s] have work, is
explicitly acknowledged in the article.

Conflict of Interest Statement

The author[s] declare that this article was conducted in the absence of any commercial
or financial relationships that could be construed as a potential conflict of interest.

Copyright Statement

Copyright © Author(s). This article is published under the Creative Commons Attribution
(CC BY 4.0) licence. Anyone may reproduce, distribute, translate and create derivative
works of this article (for both commercial and non-commercial purposes), subject to full
attribution to the original publication and authors. The full terms of this licence may be
seen at http://creativecommons.org/licences/by/4.0/legalcode

ISSN 2598 9928 (online), https://ijler.umsida.ac.id, published by Universitas Muhammadiyah Sidoarjo
Copyright © Author(s). This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC
BY). To view a copy of this license, visit https://creativecommons.org/licenses/by/4.0/.
Page 3 of 13



http://creativecommons.org/licences/by/4.0/legalcode
https://portal.issn.org/resource/ISSN/2598 9928
https://doi.org/10.21070/ijler
https://umsida.ac.id
https://creativecommons.org/licenses/by/4.0/

Indonesian Journal of Law and Economics Review
Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financia Technology)

EDITORIAL TEAM
Editor in Chief

Dr. Wisnu Panggah Setiyono, Universitas Muhammadiyah Sidoarjo, Indonesia (Scopus) (Sinta)
Managing Editor
Rifqi Ridlo Phahlevy , Universitas Muhammadiyah Sidoarjo, Indonesia (Scopus) (ORCID)

Editors

Noor Fatimah Mediawati, Universitas Muhammadiyah Sidoarjo, Indonesia (Sinta
Faizal Kurniawan, Universitas Airlangga, Indonesia (Scopus)

M. Zulfa Aulia, Universitas Jambi, Indonesia (Sinta)

Sri Budi Purwaningsih, Universitas Muhammadiyah Sidoarjo, Indonesia (Sinta)
Emy Rosnawati, Universitas Muhammadiyah Sidoarjo, Indonesia (Sinta)

Totok Wahyu Abadi, Universitas Muhammadiyah Sidoarjo, Indonesia (Scopus)

Complete list of editorial team (link)
Complete list of indexing services for this journal (link)

How to submit to this journal (link)

ISSN 2598 9928 (online), https://ijler.umsida.ac.id, published by Universitas Muhammadiyah Sidoarjo
Copyright © Author(s). This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC
BY). To view a copy of this license, visit https://creativecommons.org/licenses/by/4.0/.
Page 4 of 13



https://www.scopus.com/authid/detail.uri?authorId=57210884348
http://sinta.ristekbrin.go.id/authors/detail?id=5993141&view=overview
https://www.scopus.com/authid/detail.uri?origin=resultslist&authorId=57205880567&zone=
https://orcid.org/0000-0002-6684-1190
http://sinta.ristekbrin.go.id/authors/detail?id=6002268&view=overview
https://www.scopus.com/authid/detail.uri?authorId=57210423801&amp;eid=2-s2.0-85070664904
http://sinta.ristekbrin.go.id/authors/detail?id=6031262&view=overview
http://sinta.ristekbrin.go.id/authors/detail?id=6002942&view=overview
http://sinta.ristekbrin.go.id/authors/detail?id=6002964&view=overview
https://www.scopus.com/authid/detail.uri?origin=resultslist&authorId=57217866943&zone=
https://ijler.umsida.ac.id/index.php/ijler/about/editorialTeam
https://ijler.umsida.ac.id/index.php/ijler/indexing
https://ijler.umsida.ac.id/index.php/ijler/about/submissions
https://portal.issn.org/resource/ISSN/2598 9928
https://doi.org/10.21070/ijler
https://umsida.ac.id
https://creativecommons.org/licenses/by/4.0/

Indonesian Jour nal of Law and Economics Review
Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financia Technology)

Article information

Check this article update (crossmark)

L)

Check for
updates

Check this article impact ©

(k D|men8|0ns LENS.ORG \V Semantic Scholar

Solving The Problem Of Problem Solving ™

W/ wizdom.ai

Save this article to Mendeley

™ Time for indexing process is various, depends on indexing database platform

ISSN 2598 9928 (online), https://ijler.umsida.ac.id, published by Universitas Muhammadiyah Sidoarjo
Copyright © Author(s). This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC
BY). To view a copy of this license, visit https://creativecommons.org/licenses/by/4.0/.
Page 5 of 13



https://crossmark.crossref.org/dialog/?doi=10.21070/ijler.v19i2.1053&domain=pdf&date_stamp=2024-05-03 00:00:00
https://www.lens.org/lens/search/scholar/list?q=citation_id:10.21070/ijler.v19i2.1053&p=0&n=10&s=_score&d=%2B&f=false&e=false&l=en&authorField=author&dateFilterField=publishedYear&orderBy=%2B_score&presentation=false&stemmed=true&useAuthorId=false
https://app.dimensions.ai/discover/publication?search_mode=content&search_text=10.21070/ijler.v19i2.1053&search_type=kws&search_field=doi
https://www.semanticscholar.org/search?q=Revolutionizing Uzbekistan's Banking Sector Through Fintech Innovations&sort=relevance
https://scholar.google.co.id/scholar?q=10.21070/ijler.v19i2.1053&hl=id
https://scite.ai/search?q="10.21070/ijler.v19i2.1053"
https://www.scilit.net/articles/search?q=10.21070/ijler.v19i2.1053
www.wizdom.ai/publication/10.21070/ijler.v19i2.1053
https://www.mendeley.com/import/?doi=10.21070/ijler.v19i2.1053
https://portal.issn.org/resource/ISSN/2598 9928
https://doi.org/10.21070/ijler
https://umsida.ac.id
https://creativecommons.org/licenses/by/4.0/

Indonesian Journal of Law and Economics Review
Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financia Technology)

Revolutionizing Uzbekistan's Banking Sector Through
Fintech Innovations

Mengubah Revolusi Sektor Perbankan Uzbekistan Melalui
Inovasi Fintech

Azizjon Sobirjonovich Ulmasov , aulmasov24@gmail.com, (1)
Banking and Finance Academy, Tashkent, Uzbekistan

1) Corresponding author

Abstract

This study investigates the impact of fintech integration on Uzbekistan's banking sector, against
the backdrop of the nation's economic transition towards diversification. Utilizing data analysis,
we examine trends in QR-online transactions to uncover shifting consumer behaviors and the
strategic implications for banking operations. Findings suggest a significant opportunity for
banks to capitalize on digital payment solutions, with implications for enhancing operational
efficiency and fostering financial inclusion. The study underscores the importance of proactive
engagement with fintech innovations to drive sustainable growth and competitiveness within
Uzbekistan's evolving financial landscape.

Highlights:

¢ Digital Payment Potential: QR-online transaction analysis reveals opportunities for banks
to leverage fintech for enhanced efficiency.

¢ Strategic Engagement: Proactive fintech adoption can drive sustainable growth in
Uzbekistan's evolving financial landscape.

¢ Financial Inclusion Drive: Embracing digital solutions fosters accessibility, aiding in the
inclusion of underserved populations.

Keywords: Fintech, Banking Sector, QR-Online Transactions, Consumer Behaviors, Financial
Inclusion
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Introduction

The strategic aspects of diversification are likely to contribute to the development of financial technologies. To
support traditional sectors such as agriculture, complex financial services are required because they give way to
more capital-intensive and technologically advanced industries such as energy and metallurgy. Moreover, business
production enables fintech solutions and the processing of payment, credit, and financial management.

Methods

In order to move into the category of "upper-middle-income countries," the Uzbek government has set lofty
economic targets, as stated in the "Strategy of the New Uzbekistan 2022-2026," which calls for raising the nation's
GDP per capita to USD 4,000 by 2030. Several methods to stimulate the economy can be used to do this [1].

1. Fintech integration

Adoption and integration of fintech are essential for boosting capital access, optimising financial operations, and
raising overall economic efficiency. Uzbekistan can modernise its financial services industry and increase
accessibility and efficiency by utilising financial innovations.

2. Economic Diversification

The development of fintech is firmly anchored by Uzbekistan's economic diversification plan. Fintech companies
can generate customised financial products for diverse industries, such microloans for small enterprises or trade
finance solutions for metallurgy, by collaborating with many sectors. This approach promotes economic growth and
stability.Government Support and Infrastructure Investment: Uzbekistan's government has a clear strategic vision
and is investing in infrastructure, signalling strong support for innovation. This support can result in favourable
regulations, government-backed funding, and partnerships that benefit both established players in the industry and
fintech startups.

3. Investment Opportunities

Government or foreign investments could help fintech enterprises, since the nation's gold and currency reserves
may be made accessible for investments in key industries. The fintech industry in Uzbekistan can expand and thrive
further with the support of partnerships with local banks and financial sources [2].

Results and Discussion

Several indicators point towards a macroeconomic environment conducive to fintech growth:

1. GDP and Reserves: A nominal GDP of USD 74.7 billion, along with significant gold reserves, suggest economic
stability and potential for investment in innovative sectors like fintech.

2. Growth in GDP: The real GDP growth of 5.5% reflects a dynamically growing economy, which generally
correlates with a burgeoning market for fintech solutions.

3. Population and Labor Force: A population of 34.6 million, with an unemployment rate of 8.9%, indicates a large,
potentially underutilized workforce that fintech can engage, either through new employment opportunities or
through financial services that enable entrepreneurship.

The government's "Strategy of the New Uzbekistan 2022-2026" [3] sets a target GDP per capita of USD 4,000 by
2030, aiming to lift the country into the "upper-middle-income countries" bracket. Achieving this goal will require
significant advancements in financial services, including the adoption and integration of fintech, which can
streamline financial processes, improve access to capital, and enhance overall economic efficiency [4].

Uzbekistan's credit rating, denoted as BB- by agencies Fitch and S&P [5], while not at the top tier, is not so low as
to deter investment. It suggests a degree of caution for investors but also indicates potential for significant returns
on investments in emerging markets like fintech. The economic diversification strategy itself is a strength,
providing a broad base from which fintechs can develop. By supporting varied sectors, fintechs can create
specialized financial products, from trade finance solutions for the metallurgy sector to microloans for the
burgeoning small business ecosystem [6].

A youthful population, as indicated by other data points, aligns well with an economy in this increase is
complemented by the rise in mobile network subscriptions, which shows an impressive climb from 67% in 2018 to
91% in 2022.

ISSN 2598 9928 (online), https://ijler.umsida.ac.id, published by Universitas Muhammadiyah Sidoarjo
Copyright © Author(s). This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC
BY). To view a copy of this license, visit https://creativecommons.org/licenses/by/4.0/.
Page 7 of 13



https://portal.issn.org/resource/ISSN/2598 9928
https://doi.org/10.21070/ijler
https://umsida.ac.id
https://creativecommons.org/licenses/by/4.0/

Indonesian Journal of Law and Economics Review
Vol 19 No 2 (2024): May
DOI: https://doi.org/10.21070/ijler.v19i2.1053
Article type: (Financial Technology)
The rapid growth in internet penetration from 13.0 million individuals in 2018 to 25.0 million in 2022 indicates an

expanding digital market. This enhances the potential user base for fintech applications, from mobile banking to
online investment platforms.

Higher mobile network subscription rates suggest that fintechs can leverage this connectivity to provide financial
services to previously underserved or unbanked populations, significantly contributing to financial inclusion.

Population with access to the internet, mln people

77%
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Figure 1. Population with Access to the Internet

The alignment of increased mobile subscriptions with internet access growth points towards the potential for
mobile banking to become the predominant banking method. Banks can take advantage of this trend by offering
comprehensive mobile banking services. (Figure 1) Banks can utilize the growing digital access to innovate their
product offerings, developing fintech solutions such as e-wallets, online lending services, and personalized financial
management tools.

With internet access spreading rapidly, digital literacy is likely increasing as well. This creates a more
knowledgeable customer base that is open to adopting fintech solutions.

The increase in legal entities with internet access, growing by 0.6 million from 2018 to 2022, indicates that
businesses are also transitioning to the digital space, which could lead to greater demand for corporate fintech
services. As internet access becomes more widespread, there may be greater impetus for regulatory authorities to
create a supportive environment for digital transactions, further catalyzing the growth of fintech.

The expansion of cellular networks is indicative of substantial investment in telecommunications infrastructure,
which can support the development and delivery of fintech services.
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The number of subscribers of cellular mobile network
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Figure 2. Number of Subscribers of Cellular Mobile Network

While the growth in digital access is impressive, reaching full market penetration remains a challenge. Fintechs
have the opportunity to bridge this gap by providing accessible financial services to all segments of the population.
With increased digital transactions, cybersecurity becomes a paramount concern. Banks and fintechs must invest in
robust security measures to protect customer data and build trust.

The surge in digital transactions generates vast amounts of data. Banks can leverage big data analytics to gain
insights into customer behavior, tailoring their services to meet user needs more effectively. Partnerships between
banks and fintech startups could be instrumental in combining the strengths of traditional financial services with
innovative technology. Banks should continue to invest in and advocate for the enhancement of digital
infrastructure, enabling seamless delivery of fintech services.

There is a clear mandate for banks to develop digital financial products that cater to a digitally savvy customer
base, including seamless payment systems, digital loans, and investment services. Banks have a role to play in
promoting digital financial literacy, ensuring that customers can safely and effectively use digital financial services.

Banks must be nimble and adapt to changing consumer behaviors driven by increased digital access, focusing on
user experience and customer service.

The data (Figure2 , Figure 3 ) suggests a favorable trend for the growth of fintechs in Uzbekistan, driven by
increasing internet and mobile network penetration. This presents a unique opportunity for the banking industry to
leverage technology to expand their services, reach new customer segments, and enhance financial inclusion. By
embracing the digital revolution, the banking industry can ensure its continued relevance and leadership in the
financial sector of Uzbekistan. The strategic deployment of fintech solutions in alignment with these trends is key
to harnessing the strengths and opportunities within the Uzbek market.

1. Trends in Remote Banking Adoption
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Figure 3. Remote Banking Statistics in Uzbekistan

The integration of financial technologies into the banking industry has been profound, particularly in the context of
Uzbekistan's rapidly evolving economic landscape. This report analyzes two significant trends in financial
technology, as depicted by the data provided, and evaluates their implications for the banking sector within
Uzbekistan.

The uptake of remote banking services has demonstrated a remarkable growth trajectory from 2018 to 2022. The
data indicates a progressive increase in users from 8 million to 30 million within this period, representing a 30%
increment in the latter year. This substantial rise is reflective of global trends where digital banking adoption has
been accelerated due to technological advancements and changing consumer habits. Moreover, the COVID-19
pandemic has undeniably acted as a catalyst for this shift. The methodological approach in assessing this trend
involves a multifaceted analysis that encompasses not only technological adoption rates but also the socioeconomic
factors that facilitate the digital shift.

Parallel to the increase in remote banking users, there has been a significant rise in the amount transacted through
POS terminals, showcasing a 56% increase from 9 billion USD to 14 billion USD between 2021 and 2022. This trend
aligns that financial technology adoption is not only transforming consumer behavior but also revolutionizing the
retail sector's approach to transactions. The increase in POS terminal usage can be attributed to factors such as
higher merchant acceptance and a growing consumer preference for cashless payments. When considering the
methodological implications, it is essential to explore the incentives and barriers for both retailers and consumers
regarding POS adoption.

Number of transactions through Value of transactions
QR-online system, thnd people through QR-online system,
6o mln USD
17
+119% +1500%
5
6
=

2020 2021 2022

2021 2022

Figure 4. QR-Online System Statistics in Uzbekistan

The remarkable growth in FinTech applications is vividly reflected in the Uzbekistan banking industry's latest
trends, especially concerning QR-online payment systems. This section of the thesis, delves into the empirical data
regarding transaction numbers and values through QR-online systems, interpreting the implications and the
transformative potential these figures represent [7].

The data indicates that the number of transactions through QR-online systems has seen an exponential rise. In
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2020, the number stood at 6,000 transactions, which surged to 15,000 in 2021 and reached 63,000 by 2022,
marking an unprecedented growth rate of 1190%. This surge in transaction volume can be attributed to several
factors, such as increased smartphone penetration, improved QR code technology, and a more substantial push for
contactless transactions influenced by the pandemic's social distancing measures [8].

The expansion reflects a broader trend in the banking industry, which is a shift towards incorporating FinTech
solutions to satisfy customer demand for quick, safe, and easy payment methods. The government's backing of
digital projects and the creation of advantageous legislation that promote digital payment solutions and increase
their accessibility to a wider population segment can also be linked to this adoption [9]. In tandem with the surge in
transaction volume, there has been a notable surge in the value of transactions made via QR-online systems. The
transaction value surged by 1500% from a meagre 1.4 million USD in 2021 to 17 million USD in 2022. This startling
rise reflects both the growing acceptance of digital transaction systems and the trend towards their use for larger
and more frequent financial transactions.

This increase in transaction value indicates that customers are becoming more comfortable with the security and
functionality of the system, as seen by the fact that they are both rising in number and transferring larger sums. A
shift to higher-value transactions might also be a reflection of how the FinTech ecosystem in Uzbekistan has
developed, with more companies and services incorporating QR payment choices and increasing customer
opportunities to utilise this technology. The larger background of the Uzbek economy and financial sector must be
taken into account while discussing these results. The banking sector is essential to easing the shift from a
traditionally cash-based society to a digital one. The considerable increase in both the quantity of users and
transaction value indicates that FinTech has successfully permeated citizens' daily lives.

The use of QR-online systems is in accordance with international FinTech trends, which indicate a preference for
mobile-based payment methods. Studies on the uptake of FinTech indicate that QR payments' efficiency and ease
have been major factors in its success [10]. Demographic considerations in Uzbekistan, such as a young population
that is increasingly tech-savvy and receptive to new financial technologies, may be driving this development.
Furthermore, it's possible that the government's efforts to update the financial sector's infrastructure and build a
more inclusive financial system have paid off. The implementation of National Payment Systems and the Central
Bank of Uzbekistan's initiatives to encourage cashless transactions have helped to foster an atmosphere that is
conducive to the growth of FinTech. The fast adaptation and scalability of FinTech solutions, such as QR-online
systems, are highlighted by this data. As these technologies gain traction, they present the banking sector with a
crucial tool for growing their service offerings, connecting with underbanked communities, and improving client
interactions [11].

Conversely, the opportunities are numerous. The banking industry has a great deal of opportunity to use FinTech
developments in the future to expand their service offerings, build new business strategies, and provide value-
added products. Banks are able to invest in more advanced and integrated FinTech solutions since the public has
demonstrated a willingness to adopt these technologies.

The expansion of FinTech also brings challenges, chiefly in the realms of security and privacy. As the value and
volume of transactions increase, so does the risk of cyber threats. Consequently, a discussion on the growth of
FinTech must also address the imperative of bolstering cybersecurity measures and establishing robust regulatory
frameworks to safeguard user interests.

2. E-commerce Trends
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Figure 5. E-commerce Market Size in Uzbekistan

The Figure 3 provides a comprehensive overview of the e-commerce market trend in Uzbekistan, which is an
integral part of financial technologies. It showcases the consistent upward trajectory of the e-commerce sector,
highlighting a remarkable increase in market penetration from 0.6% in 2018 to 2.2% in 2022. This increase
indicates a significant shift in consumer behavior and the adoption of FinTech solutions in Uzbekistan.

The market size is an essential metric in assessing the impact of FinTech on the banking industry. As per the data
presented, the e-commerce market size in Uzbekistan was valued at $311 million. The Compound Annual Growth
Rate (CAGR) was an impressive 47% between 2018 and 2022. The rapid uptake of e-commerce platforms, which
banks need to include into their strategy frameworks in order to stay competitive, is reflected in this exponential
rise. Foreign companies had the first-mover advantage in the early stages of e-commerce adoption, as evidenced by
the initial domination of international platforms like Wildberries and ZoodMall. But the rise of regional platforms
most notably, FinTech-backed Uzum in 2022 indicates a deliberate move in the direction of regional financial
services that are customised to meet the unique requirements of Uzbek customers.

Conclusion

In conclusion, the data analysed offers factual proof of the FinTech industry's growing influence on Uzbekistan's
banking sector. An emerging trust in digital payment solutions and a paradigm shift in consumer behaviour are
indicated by the strong growth rates in QR-online transaction numbers and values. These advancements provide
the banking sector in Uzbekistan potential for future growth as well as strengths in their current operations.
Subsequent portions of the thesis will provide additional clarification on the strategic significance of these results
and present a plan for realising the full potential of FinTech in the context of Uzbek banking.
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