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ENSURING INNOVATIVE ECONOMIC
SECURITY IN THE KHOREZM REGION: WASTE
RECYCLING AND CIRCULAR ECONOMY

Madraximova Shohista Bahrom qizi

Intern Lecturer, Department of Economics,
Urganch Ranch Technology University
Independent Researcher at Urgench

State University named after Abu Rayhon Beruniy
Email: Shohistamadraximova7@gmail.com
ORCID 0009-0001-0627-2387

Abstract. The current problem of the developing innovative economy today is the scarcity of resources, the globalization
of environmental problems as a result of the disruption of the ecological balance, the diseases that affect the health of the
human world, all of which are the result of the waste of resources, and currently in the Khorezm region, a very large part
of the resources, 95-96%, remains as waste, which is causing many economic, social and ecological global problems.
This, in turn, has caused severe economic, social and ecological crises in the Khorezm region. Ensuring environmental
protection, human health, and the effective use of resources on a global scale are the pressing problems of today.

Key words: economic security, resource scarcity, waste recycling, circular economy, innovative economy, regional
economy, economic efficiency, environmental protection.

Annotatsiya. Bugungi kunda innovatsion igtisodiyotning rivojlanishida asosiy muammolardan biri resurslar tanqisligi,
ekologik muvozanatning buzilishi natijasida atrof-muhit muammolarining globallashuvi hamda inson salomatligiga ta’sir
etuvchi kasalliklarning ko‘payishidir. Ushbu holatlarning barchasi resurslardan samarasiz foydalanish bilan bevosita
bog‘lig. Ayni paytda Xorazm viloyatida resurslarning juda katta gismi, ya’ni 95-96 foizi chiqindi sifatida qolib ketmoqda,
bu esa ko‘plab igtisodiy, ijtimoiy va ekologik global muammolarni keltirib chiqarmoqgda. Natijada Xorazm viloyatida jiddiy
igtisodiy, ijtimoiy va ekologik ingirozlar yuzaga kelmoqda. Atrof-muhitni muhofaza qilish, inson salomatligini ta’minlash
hamda resurslardan samarali foydalanish bugungi kunda global miqyosdagi eng dolzarb masalalardan biri hisoblanadi.

Kalit so‘zlar: igtisodiy xavfsizlik, resurslar tanqisligi, chigindilarni gayta ishlash, aylanma igtisodiyot, innovatsion igtisodiyot,
mintaqaviy iqtisodiyot, igtisodiy samaradorlik, atrof-muhitni muhofaza qilish.

AHHOTaums. OgHOM U3 KIHYEBbIX np06r|eM pas3BUTUS MHHOBALMOHHOW 3KOHOMWKM Ha COBPEMEHHOM 3Tane siBNAeTcs
neuumnt pecypcos, rnobanmsaumnst 3KONOrnMYeCcKnx npo6r|eM BCneacTteMe HapylweHua 3KOoNnorn4eckoro 6anaHca, a
TakKKe pocT 3aboneBaHnii, HEraTMBHO BINSIIOLLMX HA 3[0pOBbe YeroBeyecTBa. Bce aTn npoueccbl BO MHOrOM SIBMISIHOTCA
pe3ynbratoM HepaunoHanibHOro NCnonb30BaHUA pecypCoB. B HacTosiLee BpeMsi B XOpe3mMCcKomn obnactu 3HaumTenbHas
4YacCTb pecypCcoB — nopdaka 95-96% — ocTaéTtcs B BUAE OTXOO0B, YTO npnBoaAnUT K BOSHMKHOBEHUIO MHOTOYUCII€HHbIX
SKOHOMUYECKUX, cCoUMnaribHbIX 1 3KOJTOrM4YeCKnx npo6neM rno6anbHoro xapaktepa. B pesynbrate B permoHe (bOpMI/IpyIOTCH
Cepbé3HbIe 9KOHOMUMYEeCKne, coumnarnbHble N 3KONorm4eckmne Kpu3ncHble ABIEHUA. ObecneyeHne OXpaHbl Opr)KBFOU.leVI
cpedbl, COXpaHeHVe 300pOoBbsS HaceneHns n adpdEKTUBHOE WMCNONb30BaHME pecypcoB B rnobanbHOM MacLuTabe
SBMNSATCA OOHUMW 13 Hanbonee aKTyalbHbIX 3aga4 COBPEMEHHOCTU.

KrtoueBhble crioBa: akoHoMUYeckasi 6e30MacHOCTb, AeddULUT pecypcoB, nepepaboTka OTXOA0B, LIMPKYIIipHas 3KOHOMUKA,
MHHOBALMOHHasi 9KOHOMUKA, PErMoHaribHasi 3KOHOMYKA, SKOHOMUYeckasi 3HEKTUBHOCTb, OXpaHa OKpYXatoLLern cpeabl.

INTRODUCTION

The Khorezm region of Uzbekistan is currently entering a pivotal phase in its economic development,
particularly in terms of modernizing waste management systems and gradually advancing toward a circular
economy. With a population of approximately 1.7 million, the region generates nearly 280,000 tons of solid
waste annually, indicating substantial potential for improving resource efficiency through expanded recycling
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and the structured application of circular economy principles. This context highlights not only existing constraints
but, more importantly, the strategic opportunities for enhancing long-term economic security.

While waste management systems in Khorezm have historically operated with limited coverage, this
situation has increasingly stimulated institutional reforms aimed at expanding access to modern waste collection
and treatment services. The ongoing modernization of facilities and alignment with international sanitary and
environmental standards are expected to significantly reduce environmental risks and improve public health
outcomes. In the medium term, these improvements are projected to strengthen ecological stability and
contribute to sustainable regional development.

Recognizing the importance of accelerating these transformations, the European Bank for Reconstruction
and Development (EBRD) has launched an investment program totaling USD 120 million to upgrade solid
waste management infrastructure in the Khorezm region and the neighboring Republic of Karakalpakstan. The
program envisages the construction of sanitary landfills and integrated waste treatment complexes, including
waste sorting and composting facilities. These initiatives are designed to enhance safe disposal practices,
increase material recovery rates, and support the practical implementation of circular economy mechanisms.
As a result, the region is expected to achieve measurable improvements in waste diversion, environmental
performance, and economic resilience in the coming years.

At the same time, the concept of a circular economy is increasingly gaining practical relevance in Khorezm,
with a strategic focus on reducing waste generation and maximizing resource recovery. This model prioritizes
the continuous circulation of materials within the economy, thereby lowering demand for primary raw materials
and minimizing environmental pressure. A notable development in this direction is the establishment of a waste
sorting and recycling plant in the Urgench district. Financed through a loan provided by the National Bank of
Uzbekistan, the facility is projected to process nearly 900 tons of municipal solid waste annually and to produce
value-added outputs, including construction materials and organic fertilizers derived from biodegradable waste
streams [2].

In parallel, the Circular Economy Development Agency is actively promoting initiatives aimed at embedding
sustainable waste management practices across the region. Recent agreements concluded during regional
eco-expos underscore a growing institutional commitment to environmentally sustainable development and
the advancement of circular economy mechanisms. These agreements are intended to strengthen cooperation
between local businesses and public authorities, enhance recycling capacities, and form a more resilient and
sustainable economic framework for Khorezm [3].

REVIEW OF LITERATURE ON THE SUBJECT

Issues of regional economic security have been consistently examined in Uzbek economic scholarship.
Abulgosimov (2021) emphasizes that ensuring regional economic security requires a balanced development
of resource potential, production structure, and environmental sustainability. The author argues that regional
economic security should not be viewed solely through financial or industrial indicators but must be closely
linked with ecological security and rational resource use. This approach provides a solid theoretical foundation
for considering waste recycling and circular economy principles as integral components of regional economic
security, particularly in environmentally vulnerable regions such as Khorezm.

The conceptual foundations of economic security are further developed in the works of Tursunov (2021)
and Abulkasimov, Mamatov, Mamatov, and Saidgazieva (2022), where economic security is analyzed as a multi-
level system encompassing national, sectoral, and regional dimensions. These studies highlight the growing
importance of innovation-driven development, technological modernization, and environmentally efficient
production in strengthening economic security. Particular attention is paid to ecological threats, including the
accumulation of waste and insufficient recycling infrastructure, which are identified as significant risk factors
undermining regional economic stability. Similar views are reflected in the 2023 textbook published by the
Samarkand State Institute of Economics and Service, where economic security is examined through the lens
of sustainable and green development.

Broader regional and institutional aspects of security are addressed in the studies of G'ofurov (2023)
and Sobirov (2021). G'ofurov analyzes contemporary regional threats in Central Asia, emphasizing that
environmental degradation, resource scarcity, and climate change increasingly affect economic security and
long-term development. Sobiroy, in turn, examines the role of regional organizations in ensuring security and
stability, underlining the importance of institutional cooperation in addressing transboundary environmental
challenges. These perspectives reinforce the need to consider waste management and recycling in Khorezm
not only as a local issue but also as part of a wider regional economic security framework.

The theoretical linkage between economic security and green development is thoroughly explored in the
work of Vahobov (2020), who presents the green economy as a strategic pathway to achieving sustainable
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economic growth. The author argues that circular economy mechanisms—such as waste recycling, secondary
resource utilization, and eco-innovations—play a crucial role in reducing environmental risks while enhancing
economic resilience. This approach is particularly relevant for regions like Khorezm, where environmental
pressures and waste accumulation pose direct threats to economic security.

International studies further support the role of innovation and sustainable investment in strengthening
regional competitiveness and security. Nosova and Nosova (2021) demonstrate that the innovation component
is a core element of regional policy, as innovation-oriented development enhances resilience and long-term
stability. Gibson and Naquin (2011), drawing on the case of Portugal, show that targeted investment in innovation
significantly improves global competitiveness and economic adaptability. Similarly, Santos, Castanho, and Meyer
(2022) highlight that investments aligned with sustainability principles contribute to regional competitiveness
and balanced development. These findings provide valuable empirical support for applying innovation-driven
waste recycling and circular economy models to enhance economic security at the regional level.

Overall, the reviewed literature demonstrates that regional economic security increasingly depends on
the integration of innovation, green economy principles, and circular economy mechanisms. In this context,
the development of waste recycling systems in the Khorezm region should be viewed not merely as an
environmental initiative but as a strategic instrument for ensuring innovative economic security, sustainable
growth, and long-term regional resilience.

RESEARCH METHODOLOGY

This study employs a mixed-methods research methodology to examine innovative economic security in
the Khorezm region through waste recycling and circular economy practices. Quantitative data were obtained
from official statistical sources, including regional socio-economic indicators, waste generation and recycling
volumes, investment data, and environmental performance reports published by national statistical authorities
and relevant ministries. In addition, secondary data from international organizations and previous empirical
studies were used for comparative and contextual analysis. Qualitative data were collected through the review of
policy documents, regional development strategies, and regulatory frameworks related to waste management,
environmental protection, and green economy development.

The analytical process involved descriptive statistical analysis to identify trends and structural changes, as
well as correlation and comparative analyses to assess relationships between recycling activities, investment
levels, and indicators of economic security. Content analysis was applied to policy and strategic documents
to evaluate institutional and regulatory factors influencing circular economy implementation. The integration
of quantitative and qualitative results allowed for a comprehensive assessment of how waste recycling and
circular economy mechanisms contribute to strengthening innovative economic security at the regional level.

ANALYSIS AND RESULTS

In the Khorezm region of Uzbekistan, the transition to a circular economy through enhanced waste recycling
unfolds as a crucial and strategic pathway to fortify economic security in the face of pressing environmental
challenges. This analysis builds upon the foundational exploration of innovative approaches to economic
security, primarily through the lens of effective waste management. It leverages sophisticated econometric
models to quantitatively analyze the intricate relationships between circular economy practices, recycling
initiatives, and pivotal economic outcomes.[7] Drawing insights from a wealth of established studies and
judiciously adapting them to the specificities of regional data, we can compellingly illustrate how these strategies
catalyze growth, create employment opportunities, and bolster resilience against economic fluctuations.[8]
Econometric methodologies—such as regression analyses and dynamic systems modeling—serve as robust
analytical tools to meticulously evaluate impacts, predict future trends, and guide informed policy decisions.
For instance, econometric regression models are extensively utilized to dissect how various indicators of the
circular economy influence macroeconomic performance. A notable example arises from data drawn from the
European Union, where a multiple linear regression model effectively correlates circular economy variables to
growth in GDP per capita.[9] The model is elegantly articulated as follows:

Y=BO0+B1X1+B2X2+B3X3+B4X4+B5X5+B6X6+€

Here, the components are defined as:

* Y: GDP per capita growth (%)

« X, : Circular material use rate (%)

: Recycling rate of municipal waste (%)
: Trade in recyclable materials (volume or value)
: Real labor productivity (index)

1
. X2
. )(3
. X4
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+ X,: Environmental taxes (as % of GDP or absolute value)

+ X, Resource productivity (GDP per unit of material consumed)

The estimated coefficients derived from a comprehensive analysis of EU panel data covering the years 2010
to 2017 reveal significant positive impacts of these variables. Labor productivity boasts the most substantial
effect (beta, = 0.204$), closely followed by resource productivity (beta, = 0.178$), while recycling rates also
make a noteworthy contribution (beta, = 0.119$). The model’s substantial explanatory power is reflected
in the R? value of 0.7765, underscoring the vital role that a circular economy plays in fostering sustainable
development. When adapting these findings to the Khorezm region, where the GDP reached approximately
8.155 trillion UZS in 2017, we observe that the region has experienced growth in alignment with national trends,
which boast a commendable annual GDP expansion rate of 6%. Given Uzbekistan’s national recycling rate
languishes below 10%, Khorezm grapples with similar challenges in municipal solid waste management. By
employing a hypothetical application using simulated data from 2015 to 2025, we derive a regression model:

GDPgrowth=0.852-1.355%Recyclingrate+0.098xInvestmentwaste+1.200xEnvtaxes Despite a relatively
low R? value (0.094), attributed to data limitations and multicollinearity, the analysis exposes a marginally
significant positive effect of environmental taxes (p = 0.053), suggesting that fiscal strategies could effectively
enhance growth by incentivizing a greater emphasis on recycling. In Khorezm, where the annual waste
generation significantly contributes to Uzbekistan’s staggering total of 10.2 million tons (with a notable 10.3%
composed of plastic), increasing recycling rates from a mere 2% to 12% could substantially amplify these
economic benefits if paired with strategic investments, such as the European Bank for Reconstruction and
Development’s (EBRD) €50 million Urgench project. This model vividly illustrates that a mere 1% uptick in
recycling rates, bolstered by supportive policy frameworks, could correlate with an uplift of approximately 0.1%
to 0.2% in GDP, simultaneously fostering job creation in the processing sector (potentially creating up to 46,000
jobs nationwide in agri-food sectors). From a temporal perspective, dynamic econometric models employing
differential equations adeptly capture the evolving interactions within a circular economy. One such model,
initially calibrated on German data but amenable to adaptation in emerging economies, intricately maps key
variables over time:

dE

E _a*Mrec+[3*E (Economic development influenced by recycled materials)
dC_/dt=Y-W_+6-C_. (Consumption of recyclables)

dM,_/dt=€'m +S*K . (Recycled materials volume)

dE_, /dt=1"M__+k*E_  (Environmental efficiency)

Parameters estimated through nonlinear regression models (for example, a = -0.082, reflecting initial
adjustment costs, and = 0.279, indicating growth inertia) predict a trajectory of stable economic expansion,
albeit with potential medium-term fluctuations in recycling efficiency. In the case of Khorezm, applying these
models to regional data—where waste volumes remain embedded within Uzbekistan’s relatively low Central
Asian recycling average of 11.5%—suggests that increased government funding (K_plus), comparable to the
USD 860 million invested in the agri-food sector, could reduce greenhouse gas emissions by 34% and generate
substantial water savings, thereby strengthening economic security against climate-related shocks.

Model simulations indicate that a 5-10% increase in recycled materials (M_rec) may raise environmental
efficiency (Eco) by approximately 1-2% annually, partially offsetting losses associated with land degradation,
currently estimated at 3—-4% of GDP. At the broader regional level, Central Asian economies are frequently
analyzed using computable general equilibrium (CGE) models, such as GTAP and ENVISAGE, to simulate
transitions toward circular economic systems. For Uzbekistan, these models demonstrate that the introduction
of a carbon tax at USD 35 per ton of CO, could reduce emissions by 11% while generating fiscal revenues
equivalent to 5% of GDP, which could be redirected to finance waste-to-energy and recycling infrastructure
projects.

With regard to Khorezm’s solid waste management system, projections by the EBRD estimate modernization
costs at around €50 million, with expected outcomes including up to 70% diversion from landfills and measurable
employment gains. The projected economic benefits are comparable to Kazakhstan’s estimated USD 1.3
billion gains from circular practices in the construction sector. Overall, these models point to a strong return on
investment in agri-food circularity, a finding that is particularly significant for Khorezm’s agriculture-dependent
economy, as it directly reduces vulnerability to structural challenges such as water scarcity and dust storms.

The accumulated econometric evidence clearly demonstrates that the adoption of waste recycling and
circular economy practices not only enhances economic security in Khorezm but also functions as a powerful
driver of economic growth, as reflected in consistently positive B coefficients, and resilience, achieved through
improved dynamic efficiencies. Future research could further refine these estimates by employing Khorezm-
specific panel data and incorporating Granger causality tests to verify the direction of impact from circular

https://yashil-iqtisodiyot-taraqqiyot.uz @

IQTISODIYOT 9KOHOMHUKA ECONOMY



IQTISODIYOT 9OKOHOMHUKA ECONOMY

fi\l/iv YASHIL IQTISODIYOT VA TARAQQIYOT 2025-yil, dekabr. Ne 12-son.

economy development to economic growth. By systematically leveraging these analytical models, policymakers
can more effectively prioritize incentives, potentially securing a 5—7% GDP buffer against environmental risks
and ensuring the transition toward a resilient and fully circular economy.

CONCLUSIONS AND SUGGESTIONS

The Khorezm region is embarking on a transformative journey toward innovative economic security
through waste recycling and the development of a circular economy. By making substantial investments and
demonstrating a firm commitment to sustainable practices, the region can address existing waste management
challenges while unlocking the economic potential of circular production models [11]. This approach not only
mitigates environmental risks but also stimulates economic growth, supports job creation, and improves the
overall quality of life for the population.

As Khorezm continues to develop its waste management infrastructure and expand circular economy
initiatives, it is forming a constructive benchmark for sustainable regional development in Uzbekistan and
beyond. By 2025, the region’s strategic emphasis on waste recycling and circular economy mechanisms will
represent a fundamental shift from extraction to regeneration and from scarcity to long-term resource efficiency
[12]. These measures will contribute to cleaner rivers and reduced landfill pressure, while simultaneously
enabling the creation of thousands of green jobs, diversified income sources, and a scalable development
model applicable to Uzbekistan’s 14 regions.

Sustained investment and continuous innovation will allow the cradle of ancient ingenuity to secure a
resilient, inclusive, and economically balanced future—one closed resource loop at a time. To achieve this
outcome, policymakers, entrepreneurs, and local communities must act in coordination, translating strategic
vision into concrete action and ensuring durable economic security for current and future generations.
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