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STRATEGIC RECONFIGURATION OF FOREIGN
DIRECT INVESTMENT POLICY IN POST-CRISIS
UZBEKISTAN: LESSONS FROM THE EU

Rustamov Foziljon
Independent Researcher
Tashkent State University of Economics

Abstract. This thesis analyzes the structural determinants of foreign direct investment (FDI) in Uzbekistan during the post-
crisis period (2020-2025). As Uzbekistan pursues the “Uzbekistan-2030” strategy targets, specifically attracting $110
billion in foreign investment, it faces the challenge of transitioning from resource dependency to high-value manufacturing.
Employing a comparative institutional methodology, the study juxtaposes Uzbekistan’s current reforms against the “Tatra
Tiger” economic transition of the Slovak Republic (1998-2008). The findings suggest that Uzbekistan must evolve from
broad liberalization to targeted institutional engineering, specifically by adopting Slovak-style tiered regional investment
aid and expenditure-based R&D incentives to foster the new energy vehicle (NEV) cluster.

Keywords: foreign direct investment, Uzbekistan-2030, Slovak Republic, industrial clusters, NEV, regional development.

Annotatsiya. Ushbu tezis ingirozdan keyingi davrda (2020-2025) O‘zbekistonda to‘g‘ridan-to‘g‘ri xorijiy investitsiyalar
(TXDni belgilovchi tarkibiy omillarni tahlil giladi. O‘zbekiston “O‘zbekiston—2030" strategiyasi doirasida, xususan, 110
milliard AQSh dollari migdorida xorijiy investitsiyalarni jalb etishni magsad qilar ekan, resurslarga garamlikdan yuqori
go‘shilgan giymatga ega ishlab chiqarishga o‘tish muammosiga duch kelmoqda. Qiyosiy institutsional metodologiya
asosida tadgiqotda O‘zbekistonning amaldagi islohotlari Slovakiya Respublikasining “Tatra Tiger” igtisodiy transformatsiya
tajribasi (1998-2008) bilan solishtiriladi. Natijalar shuni ko‘rsatadiki, O‘zbekiston keng ko‘lamli liberallashtirishdan
magsadli institutsional muhandislikka o‘tishi, xususan, yangi energiya vositalari (NEV) klasterini rivojlantirish uchun
Slovakiya tajribasiga xos bo‘lgan tabaqalashtiriigan hududiy investitsiya imtiyozlari va xarajatlarga asoslangan ilmiy-
tadqgiqot va tajriba-konstruktorlik ishlari (R&D) rag‘batlarini joriy etishi zarur.

Kalit so'zlar: to‘g‘ridan-to‘g'ri xorijiy investitsiyalar, O‘zbekiston—2030, Slovakiya Respublikasi, sanoat klasterlari, NEV,
hududiy rivojlanish.

AHHOTauus. B gaHHoOW Tesnce aHanusmpyTCa CTPYKTYPHbIE AETEPMUHAHTBI NPSMbIX MHOCTPaHHbIX uHBectuumi (MAN)
B Y3bekucrtaHe B MoCTKpuauCHbIN nepmog (2020-2025 rr.). B pamkax peanusauumm ctparterumn «Y3bekmctaH—2030»,
B yvacTtHocTM uenu npuenederus 110 mnpg gommapoB CLUA MHOCTpaHHbIX WMHBECTUUMI, CTpaHa CrankvBaeTcs
C HeobXoAMMOCTbIO nepexoga OT PEeCypCHOM 3aBMCMMOCTM K BbICOKOTEXHOMOMMYHOMY MPOW3BOACTBY C BbICOKOM
nobaBneHHOM CTOMMOCTbKD. Ha OCHOBE CpaBHUTENMbHOMO WHCTUTYLMOHANbHOINO MOAXO4a B MUCCRedoBaHuu
COMOCTaBNATCSA TekyLme pedopMbl Y3OekncraHa ¢ onbITOM 3KoHOMMYeckor TpaHcdopmauun Cnosaukon Pecnybnukm
«Tatra Tiger» (1998-2008 rr.). NonyyeHHble pe3ynbTaTbl CBUAETENLCTBYOT O HEOOXOAMMOCTM nepexona OT LUMPOKOU
nubepanusauuym K UerneHanpaBneHHOMY WHCTUTYLMOHANbHOMY WHXWHUPWHTY, B TOM 4YWCMe 3a CYET BHeOpeHUs
MHOIOYPOBHEBbIX PEMMOHANbHbIX MHBECTULMOHHBIX CTUMYIOB 1 MexaHn3MoB nogaepxkn HNOKP, opueHTrpoBaHHbIX Ha
pa3BuTHE KnacTepa HOBbIX SHepreTnyeckux TpaHcnopTHbix cpeacts (NEV).

KntoyeBble crioBa: npsiMble MHOCTPaHHble UHBecTUUMK, Y36eknctaH—2030, CnoBaukas Pecny6nvka, npoMbilLneHHble
knactepbl, NEV, pernoHansHoe passutume.

INTRODUCTION

The global economic landscape following the COVID-19 pandemic and Eurasian geopolitical fragmentation
has fundamentally altered the competition for foreign direct investment (FDI). For the Republic of Uzbekistan, this
“post-crisis” era presents a dual challenge: maintaining macroeconomic stability while aggressively integrating
into global value chains (GVCs). The “Uzbekistan-2030” strategy sets an ambitious target of doubling GDP to
$160 billion and attracting $250 billion in total investments[1].
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While 2024 marked a significant milestone with $12 billion in FDI inflows, the qualitative composition of
this capital remains concentrated in energy and resource extraction[2]. To achieve sustainable modernization,
Uzbekistan must replicate the structural transformation observed in successful transition economies. This paper
proposes the Slovak Republic as a critical benchmark. Slovakia’s transformation into the “Detroit of Europe,”
driven by the automotive sector and deep regional integration, offers actionable lessons for Uzbekistan’s
industrial policy, particularly regarding the localization of the BYD electric vehicle cluster and the reform of
special economic zones (SEZs).

This research utilizes a comparative institutional analysis approach. It examines the “Tatra Tiger” reform
period of Slovakia (2000-2005) as a historical parallel to Uzbekistan’s current developmental stage (2022—
2027). Data sources include legislative acts from both nations (e.g., Slovakia’s Investment Aid Act, Uzbekistan’s
Law on SEZs), statistical reports from the Uzbek Statistics Agency and Eurostat, and recent policy documents
related to WTO accession.

The “Anchor” Effect: EU vs. WTO. Slovakia’s investment boom was anchored by its EU accession
process (2004), which drastically reduced the “sovereign risk” perceived by investors by enforcing institutional
convergence[3]. For Uzbekistan, the functional equivalent is accession to the World Trade Organization (WTO),
targeted for 2026.

Lesson. WTO membership must be leveraged not just for trade facilitation, but as a credibility signal. The
removal of market-distorting subsidies and the standardization of technical regulations are prerequisites for
attracting the type of efficiency-seeking FDI that drove Slovakia’s growth[4].

Industrial Clusters: The Automotive Paradigm. The automotive industry accounts for 46% of Slovakia’s
industrial sales, a result of attracting original equipment manufacturers (OEMs) like Volkswagen and Kia, which
pulled in tiers of suppliers[5]. Uzbekistan is attempting a similar leapfrog strategy by pivoting to new energy
vehicles (NEVs) through the BYD joint venture in Jizzakh.

The Cluster Gap. Unlike Slovakia’s organic clusters, where suppliers followed OEMs due to logistical
necessity (“just-in-time”), Uzbekistan’s clusters have historically been administrative and top-down[6].

Regional Development: Tiered Incentives. Slovakia effectively addressed regional inequality through a
“Regional Aid Map,” where state aid intensity (subsidies) was higher in the underdeveloped East (50%) than in
the developed West (0-30%)[7]. Current Uzbek policy: incentives in Uzbekistan are relatively uniform across
SEZs, failing to sufficiently offset the logistical costs of investing in remote regions like Karakalpakstan or
Surkhandarya.

Proposed Reform: Uzbekistan should adopt a tiered incentive model.

Tier 1 (Tashkent): Minimal incentives, focused on HQs and R&D.

Tier 2 (Samarkand, Fergana): Standard tax holidays.

Tier 3 (Karakalpakstan): Enhanced incentives, including cash grants (capex subsidies) to cover construction
costs, mimicking the Slovak mechanism that successfully attracted Volvo to Eastern Slovakia[8].

Innovation Policy: R&D Super-Deduction. To escape the “middle-income trap,” Slovakia introduced a
“super-deduction” for R&D, allowing companies to deduct 200% of R&D expenses from their tax base[9].

Uzbekistan’s Opportunity: Current incentives rely heavily on income tax exemptions, which are ineffective
for startups or firms in the investment phase (which have no profit to tax). Transitioning to an expenditure-based
incentive (e.g., a 150% tax deduction on R&D wages and equipment) would directly subsidize the activity of
innovation rather than the result of profit, encouraging the localization of engineering capabilities rather than
just assembly[10].

CONCLUSION AND RECOMMENDATIONS

The comparative analysis confirms that while Uzbekistan has mobilized significant capital, the efficiency
of FDI absorption requires second-generation institutional reforms. The “Slovak Model” demonstrates that
sustainable FDI is driven by: (1) credible external anchors (WTO); (2) organic, logistics-driven supplier clusters
rather than administrative mandates; and (3) regionally differentiated fiscal incentives.

Implementing a Tiered Regional Aid Map and expenditure-based R&D incentives will be decisive in shifting
Uzbekistan’s FDI profile from resource extraction to high-value manufacturing, ensuring the realization of the
“Uzbekistan-2030” vision.

Recommendation. To replicate the Slovak success, the government should move beyond assigning
territories to clusters. Instead, it must establish “supplier parks” with ready-to-use infrastructure around
the Jizzakh and Andijan plants, allowing open competition for global component manufacturers to localize
production.
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