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INTRODUCTION. 

The success of the economic development of 

the regions and the country as a whole is largely 
determined by the stimulation of investment activity. In 

recent years, it has become obvious that the successful 
development of the country and its regions is impossible 

without large-scale investments that meet the growing 

demands of citizens for the quality of life and ensure the 
competitiveness of the economy in international 

markets. Investments play an important role in ensuring 
high and sustainable economic growth rates for both a 

particular region and the entire country. They determine 
the future of the country as a whole, of a single 

economic entity, and are a necessary condition for the 

development of the economy [1]. 
In modern conditions, when regional authorities 

carry out significant programs of socio-economic 
development, the investment attractiveness of the 

region plays a special role. The increasing of investment 

attractiveness and investment activity are a necessary 
condition for the stable development of the region. 

So, in order to stimulate the inflow of private 
investments into the economy of the region, it is 

necessary to create favorable conditions for their use. 

This, in its turn, requires the study of key factors in the 
formation of the investment attractiveness of the region 

and the degree of their influence. For this purpose, it is 

necessary to develop certain methods for assessing 

investment attractiveness that will satisfy the needs of 

potential investors. 
 

RESEARCH METHODOLOGY. 
The purpose of this study is to conduct a factor 

analysis of socio-economic data, as well as an analysis 

of key factors. The study is intended to develop an 
econometric method for assessing the investment 

attractiveness of a region, as well as to analyze the key 
factors influencing it. The object of the study is Navoi 

region of the Republic of Uzbekistan. To model the 
investment attractiveness of the region, as well as to 

identify the most significant factors, the methods of 

factorial, correlation and regression analysis were used. 
In the course of the study, official statistical data of the 

Agency of Statistics under the President of the Republic 
of Uzbekistan were used. 

 

ANALYSIS AND RESULTS. 
For factor analysis, taking into account the 

specifics of the study and the availability of data, 
indicators of Navoi region from 2010 to 2021 were 

selected. The information base for the study was the 

data of the Agency of Statistics under the President of 
the Republic of Uzbekistan [2]. A more detailed 

structure of the selected indicators is given in Table 1. 
Table 1. 

Initial list of factors affecting investment attractiveness 

№ Name of the indicator 

1 Retail turnover, x1 

2 Scope of services, х2  

3 Real total per capita income, х3  

4 Average annual population, х4 

5 Number of university graduates, х5  

6 The number of labor resources, х6 
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7 Economically active population, х7  

8 Total number of unemployed, х8  

9 Number of registered crimes, х9 

10 GDP, х10 

11 Number of enterprises, organizations in the region (without household and farm units, at the 
end of the year), х11 

12 The number of small businesses in the region (without household and farm units, at the end of 
the year), х12 

13 Number of liquidated enterprises and organizations (without household and farm units, at the 
end of the year), х13 

14 Volume of industrial production, х14  

15 Consumer goods manufacturing, х15  

16 Agricultural production, х16  

17 Construction works, х17  

18 Export, х18 

 

Next, to assess the relationship between various factors, we will build a correlation matrix. This procedure is 

necessary to start factor analysis, and it is the main prerequisite for its implementation. 
As it is acknowledged, the correlation coefficient [3] is the number r, determined by the formula (1): 

𝑟 =
∑ (𝑥𝑖−𝑥)(𝑦𝑖−𝑦)
𝑛
𝑖=1

√∑ (𝑥𝑖−𝑥)
2𝑛

𝑖=1 √∑ (𝑦𝑖−𝑦)
2𝑛

𝑖=1

,                                            (1) 

where: (xi, yi), i = 1, 2, … n are random variables, and ¯x is the weighted average of the random variable: 

х = 
1

𝑛
∑ 𝑥𝑖
𝑛
𝑖=1 , 𝑦 = 

1

𝑛
∑ 𝑦𝑖
𝑛
𝑖=1                                        (2) 

Recall that a strong correlation is when the correlation coefficient is greater than 0.7 [4]. 

 
Fig. 1. Correlation matrix of indicators of the Navoi region. 

Figure 1 shows that all indicators are correlated with each other, since there is not a single parameter for which 
all coefficients are less than 0.5. It is also worth noting that many indicators are highly correlated with others, since the 

correlation coefficient is greater than 0.9. This circumstance makes it possible to make an assumption about the 

presence of some hidden factors that affect these parameters, which, in turn, is the basis for factor analysis. 
Now let us do a factor analysis using the selected data. As a result, we obtain a table of factor loads of indicators 

(Fig. 2). 
Analysis of the table of factor loadings in fig. 2 shows that it is enough to choose two factors that together 

describe 77.1+12.6=89.7% of the total variability. 
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Fig. 2. Table of factor loads. 

The first factor (Factor 1) is the general one, it 
absorbs 77.1% of all variability. A greater contribution 

to the first factor is given by: retail turnover, x1; volume 
of services, x2; real total per capita income, x3; average 

annual population, x4; number of labor resources, x6; 
total number of unemployed, x8; GRP, x10; number of 

enterprises, organizations in the region (without 

household and farm units, at the end of the year), x11; 
the number of small businesses in the region (without 

household and farm units, at the end of the year), x12; 
volume of industrial production, x14; production of 

consumer goods, x15; production of agricultural 

products, x16; construction work, x17. 
The second factor (Factor 2) takes in 12.6% of 

the variability. The largest contribution to the second 
factor is made by exports, x18, and the number of 

university graduates, x5. 

Indicators "Economically active population, x7" 
and "Number of liquidated enterprises and 

organizations (excluding household and household 
units), x13" did not fall into any of the factors. It means 

that these indicators are weakly correlated with other 
indicators. 

Analyzing the matrix of factor loads, we can 
give the following interpretation of the factors. 

The first factor can be called the general 

socio-economic factor, since it includes both social 
and economic indicators. 

The second factor can be called additional 
indicators. 

Let us study the dynamics of the number of 

university graduates (Fig. 3). The population peaked in 
2012, when the number of university graduates in the 

Navoi region was 3,530 people. The smallest number of 
graduates falls on 2013. In 2021, there is a sharp 

increase in the number of graduates, which is explained 

by the opening of new universities and an increase in 
the quota for admission starting from 2017. 
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Fig. 3. Dynamics of the number of university graduates, (persons). 

Let us look at the dynamics of the volume of exports of the Navoi region (Fig. 4). The maximum export volumes 

were observed in 2010 and 2011, which may be due to the creation in 2008 of Navoi Free Economic Zone. It is also 
worth noting that in 2018 the territory of Navoi FEZ was expanded, and since 2018 there has been a gradual increase 

in exports. 
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Fig. 4. Dynamics of export volume, (mln. USD). 

Let us build a graph of positioning indicators of the investment attractiveness of the Navoi region in the factor 
space (Fig. 5). Against the background of the general socio-economic factor (Factor 1), there is another factor 

“Additional indicators” (Factor 2). 
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Fig. 5. Positioning of indicators of investment attractiveness in the factor space. 

 
CONCLUSIONS AND PROPOSALS. 

Thus, the performed factor analysis allows us to 

identify indicators that have a stronger influence on the 
investment attractiveness of the region, and which need 

to be paid more attention to by local authorities in order 
to improve the investment climate. Based on the 

foregoing, the following conclusions and suggestions 

can be formulated: 
1. Improve the conditions for doing business, 

since the indicators “Number of enterprises, 
organizations in the region (excluding household and 

farm units, at the end of the year)”, “Number of small 

businesses in the region (excluding household and farm 
units, at the end of the year)”, “Retail turnover”, 

“Volume of services” fell into the first factor. Improving 
the business environment is one of the most important 

conditions for economic growth in most countries of the 
world. 

2. Creation of favorable conditions for 

enterprises in the manufacturing industry. Improving 
the activities of the Free Economic Zone to stimulate 

industrial enterprises and increase the production of 

export-oriented goods. 
3. The first factor also included the indicators 

"Real total income per capita", "Average annual 
population", "Labor resources". It follows from this that 

it is necessary to pursue an active social policy aimed at 

improving the standard of living of the population, 
strengthening health, and increasing the life expectancy 

of people. It is also necessary to improve the conditions 
for obtaining higher education, since the indicator of the 

number of university graduates is highly correlated with 

other indicators. The development of economic sectors 
largely depends on the number and qualifications of 

personnel. 
Summing up, we can conclude that the current 

model of factor analysis allows us to identify the key 
factors that affect the investment attractiveness of the 

region. However, it does not exclude the need to search 

for new growth points. As a result of factor analysis, 
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recommendations were received to improve the 

investment climate in the region. 
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