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Abstract: This article examines Uzbekistan's way towards sustainable development
through economic reforms and global integration. It discusses the nation's advancements
in market liberalization, social inclusion, and environmental sustainability, setting these
efforts against global economic trends. The analysis assesses the challenges and
opportunities presented by these initiatives and their contribution to global sustainability
goals, serving as a potential model for other transitioning economies.
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Annoramms: B gannol cTaThe aHaAM3UpPYeTCs IyTh Y30eKHUCTaHa K yCTOMYMBOMY
PasBUTUIO yepe3 DKOHOMIUYecKre pedOpMBl UM MHTETpalMi0 B MUPOBYIO DKOHOMMUKY.
O0Ocy>xaa10TCsl AOCTVKEHIUs CTpaHbl B 00aacTu AmOepaamus3alluy PbIHKA, COIMAAbHOTO
BKAIOYEHMSI M DKOAOTMYECKOV YCTOMYMBOCTM Ha (POHe IA100aAbHBIX DKOHOMMYECKMX
TeHAeHUNI. AHaaAM3 OIleHMBaeT BLI3OBBI 11 BO3MOJKHOCTM, IIpeJCTaBAseMble STUMU
MHUOMATUBaMM, M MX BKAaj B TA00aAbHbBIe 1IeAM YCTOMYMBOTO PasBUTHA, IIpejaaras
IIOTEHIIMAABHYIO MOAeAb 4451 APYTUX IIePeXOAHBIX SKOHOMIK.

KaroueBble caoBa: ycTONUMBOe pasBUTHE, DKOHOMMYeCKUe pedOpMBbl, MUpOBas
DKOHOMIIKa, AM0epaan3anys peIHKa, DKOAOTHUYeCKas yCTOMINBOCTD.

AnnoTamst: Ymoy MakoAa MKTUCOAMIT MCAOXOTAap Ba rA00aA MHTerpars opKaau
Y30ekncTOHHNHT GapKapop pUBOXKAAHUIIN MyAMHU KypuO 4MKaAM. YHAQ MaM/AaKaTHUHT
O0osop amOepaamsanysAcH, VOKTUMOMIA MHKAIO3UA Ba 9KOJAOIMK OapKapopaAmK
coxadapuaaryu 0TyKAapy, ymiOy XapakaTdapHM ri100aa MKTUCOAMII TpeHAJapra KapIy
Kypud umkmaaan. Taxama ymOy TamadbOycaap TakAUM 9STraH KUIMHINAMKAAP Ba
MMKOHUATAAPHM, IIYHUHIAEK, YAAPHUHI r100aa OapKapopAUK Makcajdapura KyIlraH
xyuccacuHn OaxoaaiiAy Ba OOIIKa YTUIN AaBpuAary MKTUCOAMETAAp Y4YYH IOTeHIIMaa
Mogea cudaTnia XusMar Kuaaan.

Kaant cysaap: Oapkapop PpHUBOXAAHMIN, WKTUCOAMI MCAOXOTAap, Trao0aa
UKTUCOAUET, 0030 Anbepaan3anusacu, 9K0A0TUK OapKapOpAUK.

Introduction
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Since the early 1990s, Uzbekistan has been transitioning from an agrarian economy to
a more diversified and industrialized one. This shift is evident in the changing
contributions of various sectors to GDP, employment patterns, and the business
environment. The agricultural sector's share of GDP has decreased, while manufacturing
has doubled its contribution, reflecting a move towards higher value-added production.

Uzbekistan's economic reforms, including market liberalization and enhancements to
legal and regulatory frameworks, aim to reduce reliance on traditional exports like cotton
and gold by diversifying into tourism, manufacturing, and services. These reforms are
designed to create a competitive market environment, attract foreign investment, and
integrate the country more deeply into the global economy.

Recent leadership has accelerated these reforms, focusing on economic liberalization,
increased transparency, and inclusive growth. These efforts are crucial for reducing
dependency on sectors like cotton and natural gas and for positioning Uzbekistan as a
central trading and investment hub in Central Asia. The country's economic policy
transformation is a strategic response to both internal needs and global sustainability
goals, aligning with international standards.

Literature review

Structural transformation involves reallocating resources from traditional sectors like
agriculture to modern, high-value sectors such as services and technology. Lewis (1954)
describes it as essential for economic development, shifting labor from low to high
productivity sectors. This is relevant to Uzbekistan as it moves towards a diversified
economy.

Solow’s (1956) neoclassical growth theory highlights the importance of technological
progress and capital accumulation, suggesting that investments in human capital and
innovation are crucial for Uzbekistan’s economic growth.

Institutional economics, discussed by Acemoglu and Robinson (2012), underscores
the significance of inclusive institutions that promote property rights and competition for
economic development. Uzbekistan must improve transparency and legal frameworks to
support economic transformation.

Sustainable development, since the Brundtland Report (1987), involves balancing
economic growth with environmental and social equity. Challenges in balancing these
aspects, as noted by Stiglitz (1997), require tailored policies in developing countries like
Uzbekistan.

Globalization presents both opportunities and challenges for sustainable
development. Bhagwati (2004) and Frankel (2005) discuss how economic integration can
foster growth but also lead to environmental and social issues.

The transition experiences of Eastern Europe and Central Asia, analyzed by Aslund
(2007) and Havrylyshyn (2006), offer insights into the impacts of market reforms,
emphasizing the need for gradual and inclusive reforms that consider social and
environmental sustainability in contexts similar to Uzbekistan.

Analysis and Results

The ongoing process of reshaping Uzbekistan's economy, which commenced in 1991,
is still in its early stages. This is largely due to the limited success in redirecting both
human and capital resources from historically dominant sectors characterized by low
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levels of job creation and productivity towards newer, more efficient ventures. Despite a
decline in the contribution of agriculture to GDP from 27% in 2010 to 25% in 2021, it
remains the most significant sector in Central Asia, significantly surpassing Kazakhstan's
5% and the OECD average of 1%. Conversely, the contribution of manufacturing to GDP
has doubled from 10% to 20% during the same period, surpassing both Kazakhstan's 14%
and the OECD average of 13% (refer to Figure 1).

Uzbekistan has had some progress with structural transformation over the past decade
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Figure 1. Value added of the agricultural, manufacturing and service sectors (%
GDP)

Source: (UN, 2023[1]) (World Bank, 2023)

In 2021, the services sector in Uzbekistan contributed 35.7% to the national value
added, one of the lowest in Central Asia and well below the OECD average of 71%. This
marked a decline from 40% in 2010, contrasting with Kazakhstan's increase from 52% to
54% during the same period. The data highlight the urgent need for economic
liberalization and structural transformation towards more productive sectors.

Employment trends also reflect the challenges of structural change, with over 80% of
the workforce engaged in low-productivity sectors. The agricultural sector employs 27% of
the workforce, significantly higher than the OECD average of 5%. High-productivity
sectors like finance and ICT, however, employ only a small fraction of the workforce,
emphasizing the need for inclusive growth and better distribution of economic gains.
Since the launch of a market liberalization program in 2016/17, there has been increased
business dynamism in Uzbekistan, with a surge in new firm creation from 2016 and a
notable acceleration from 2018. Despite the pandemic-induced disruptions in 2020-21, new
firm formation continued to rise. The primary sectors driving new firm creation include
retail trade, industry, and agriculture.
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Figure 2. SME share in trade, GDP and employment (2000-2021)

Source: OECD calculations

The role of small and medium-sized enterprises (SMEs) in Uzbekistan's trade has
grown, with their share in imports and exports increasing significantly from 2000 to 2021.
Despite this, SMEs face productivity constraints, particularly as many are concentrated in
low-productivity sectors which affects their trade performance. The import of capital
goods to modernize capacities has also contributed to a widening trade deficit.

State-owned enterprises (SOEs) dominate critical sectors like agriculture and
minerals, accounting for about 50% of GDP, and pose challenges to private sector
development and economic diversification. The government's efforts to shift from a
primary producer to facilitating economic output through privatization and improving
conditions for private investment have been gradual. However, the significant presence of
SOEs continues to skew the competitive landscape, hindering structural transformation
and efficient market functioning.

Recommendations

Uzbekistan is pursuing comprehensive economic transformation with several
strategic steps to ensure sustainable growth and diversification. Key recommendations
include:

1. Accelerate economic liberalization and structural reform: Focus on enhancing
productivity and job creation in high-value sectors like ICT, financial services, and
manufacturing, moving away from low-productivity areas such as agriculture and trade.

2. Promote SME and private sector development: Foster a supportive environment
for SME growth and private entrepreneurship by improving access to finance, simplifying
regulatory frameworks, and enhancing skills development to reduce the dominance of
state-owned enterprises.

3. Enhance urbanization and labor mobility: Support urbanization and improve
labor mobility through reforms in internal migration policies and investments in urban
infrastructure to accommodate a growing labor force and skilled migrants.

4. Invest in human capital and job creation: Address demographic and labor force
growth by investing in education, vocational training, and job creation initiatives tailored
to a modernizing economy.

5. Strengthen the role of high-value services: Develop high-value service sectors
through innovation, digital infrastructure investments, and support for startups and high-
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growth firms in these areas.

6. Diversify trade and enhance internationalization of SMEs: Help SMEs diversify
their trade activities and enhance their role in the global value chain by supporting efforts
to overcome productivity constraints and access international markets.

Conclusion

Uzbekistan’s economy is at a pivotal juncture, requiring strategic reforms to foster
sustainable growth and structural transformation. The country's efforts towards economic
liberalization, enhancing SME development, and promoting private sector growth have
shown positive signs, but significant challenges remain. Addressing these through
targeted policies aimed at improving productivity, fostering innovation, and ensuring
inclusive growth is essential for achieving a resilient and diversified economy. By focusing
on sectors with the potential for high value-added and employment generation,
Uzbekistan can secure its path towards sustained economic development and improved
social cohesion.
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