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Annotation. This section explores international and post-Soviet experiences in
strengthening the attraction of foreign direct investment (FDI). It examines the key policy
reforms, institutional mechanisms, and strategic approaches that have enabled different
nations to become favorable destinations for global investors. The analysis focuses on both
developed economies and successful post-Soviet states, offering insights applicable to
Uzbekistan’s current stage of economic transformation and investment liberalization.
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The Role of FDI in Global Economic Development

Foreign direct investment serves as a cornerstone for sustainable economic growth,
industrial modernization, and technological transfer. In a globalized economy, FDI is not
only a source of capital but also a key driver of productivity, innovation, and international
competitiveness. The experience of rapidly developing nations demonstrates that creating a
stable and transparent investment environment attracts not only financial resources but also
managerial expertise and advanced technologies.

Countries such as Singapore, Ireland, and Poland have shown that a coherent national
strategy—centered on good governance, consistent legal frameworks, and skilled human
capital—can transform the economy within a single generation. For example, Singapore
adopted a pragmatic policy focused on political stability, efficient public administration, and
zero-tolerance for corruption. This approach turned it from a small trading port into one of
the world’s leading FDI hubs.

Ireland, on the other hand, implemented targeted tax incentives and built strong
partnerships with multinational corporations in the information technology, pharmaceutical,
and financial sectors. The “Irish model” demonstrates the importance of combining low
corporate taxes with human capital development and innovation ecosystems. Poland
followed a slightly different path: leveraging EU integration, it developed special economic
zones (SEZs) and transport infrastructure to attract foreign manufacturers, particularly in
automotive and electronics industries.

Successful Post-Soviet Experiences in FDI Attraction

After the dissolution of the Soviet Union, newly independent states faced a dual
challenge — transitioning to a market economy and building investor confidence in aregion
previously isolated from global capital flows. Despite shared historical legacies, the
outcomes have varied significantly depending on the pace and depth of reforms.

—

122 |

—

l




2 ~
C@g TANQIDIY NAZAR, TAHLILIY TAFAKKUR VA C@?
INNOVATSION G‘OYALAR J

Estonia is widely considered the most successful among post-Soviet states in terms of
FDI attraction. Its success stems from early institutional reforms, strong property rights
protection, and digital governance. The implementation of e-government systems,
transparent tax collection, and an investor-friendly business registration process reduced
bureaucratic barriers and corruption. Today, Estonia ranks among the top countries in the
World Bank’s Ease of Doing Business index, demonstrating how digitalization and rule of
law can transform small economies into innovation hubs.

Kazakhstan offers another noteworthy example. Recognizing the importance of
diversification beyond natural resources, Kazakhstan established the Astana International
Financial Centre (AIFC) — a financial hub operatingunder English common law principles
and offering independent arbitration mechanisms for investors. This initiative improved the
country’s image as a safe and predictable place for foreign investors, while also facilitating
the inflow of FDI into non-extractive sectors such as renewable energy, finance, and
logistics.

Georgia stands out for its radical deregulation reforms. The government simplified the
tax code, reduced the number of licenses and permits, and digitalized most administrative
services. As a result, Georgia became one of the world’s easiest places to start a business.
The combination of transparency, efficiency, and political will attracted a wide range of
investors from Europe, Turkey, and the Middle East, diversifyingthe national economy and
boosting competitiveness.

Global FDI Inflows (2010-2024)
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Lessons Learned from International and Regional Practice

A comparative analysis of both global and post-Soviet experiences reveals several
common factors underlying successful FDI attraction:

1. Institutional Stability and Rule of Law. Countries that maintain clear and predictable
legal frameworks tend to attract long-term investors. Transparent judicial systems,
protection of property rights, and enforcement of contracts build trust and reduce investment
risks.

2. Administrative Simplification and E-Governance. Digital public services reduce
corruption, save time, and provide transparency in interactions between investors and
government bodies. Estonia’s e-governance and Georgia’s digital customs system are
leading examples.
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3. Targeted Sectoral Incentives. Successful FDI policies focus on specific strategic
sectors — technology, renewable energy, finance, and manufacturing — aligning
investment incentives with national development priorities.

4. Infrastructure and Human Capital. Physical infrastructure (roads, logistics hubs,
energy supply) combined with education and vocational training are vital in sustaining
investor interest.

5. International Integration. Membership in economic blocs (such as the EU or EAEU)
or adherence to international agreements (like the WTO) increases investor confidence by
ensuring legal and trade predictability.

At the same time, post-Soviet economies still face challenges that constrain FDI inflows:
bureaucratic inertia, fluctuating regulations, limited financial transparency, and overreliance
on natural resources. The experiences of leading reformers highlight that consistent
implementation, not only legislative change, determines the success of FDI strategies.

Implications for Uzbekistan

Uzbekistan is currently at a pivotal stage of economic transformation — transitioning
toward an open market model and integrating more deeply into global trade and investment
networks. Drawing lessons from international and post-Soviet experiences, several strategic
directions emerge:

- Enhancing legal and institutional frameworks to guarantee investor protection and
minimize administrative risks;

- Expanding digitalization and e-government services to increase transparency and
reduce transaction costs;

- Developing special economic zones with industry-specific incentives modeled after
Poland and Kazakhstan;

- Promoting public-private partnerships (PPPs) to accelerate infrastructure
development;

- Investing in human capital and education to align workforce skills with global
industry standards.

By combining these approaches with ongoing reforms in taxation, privatization, and
financial sector liberalization, Uzbekistan can significantly enhance its attractiveness to
foreign investors. Furthermore, regional cooperation within Central Asia and partnerships
with organizations such as the World Bank, ADB, and EBRD can strengthen the country's
position as a stable and dynamic investment destination.
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Conclusion

The global and post-Soviet experiences clearly demonstrate that attracting and retaining
FDI is not solely a financial matter — it is a comprehensive process requiring institutional
maturity, transparent governance, and visionary leadership. Countries that successfully
combined liberalization with accountability and technological innovation managed to
transform their economies and elevate living standards.

For Uzbekistan, adopting these best practices means building a modern, open, and
competitive economic model. Implementing lessons from Estonia’s e-governance,
Georgia’s deregulation, and Kazakhstan’s financial hub can serve as an effective roadmap to
strengthen FDI attraction, diversify the economy, and accelerate integration into the global
market system.
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