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ANALYSIS OF THE CURRENT SITUATION OF INVESTMENT USE IN THE CIS
COUNTRIES

Abstract

The article discusses the investment policy of the Republic of Uzbekistan and Kyrgyzstan. An analysis of
macroeconomic indicators over the past 4 years was carried out. The purpose of the article is to determine the
necessary measures to attract more active foreign investment in Uzbekistan and Kyrgyzstan and their regions. The
relevance of the article lies in the consideration and disclosure of the significance of investment processes among
world economic phenomena based on the experience of two countries. An in-depth and comprehensive study of
the conditions and dynamic changes occurring in Uzbekistan and Kyrgyzstan in recent years was carried out. A
review of the state's investment policy was carried out on a set of activities carried out in each area. Among them,
the main attention was paid to the policy of foreign direct investment and its legislative framework, ways to
stimulate investment in the industrial sector. When analyzing investment processes, a list of several proposals
related to the development of the economies of states was considered.

Key words: investments, investment policy, economic growth, investment process, socio-economic system,
regional development, regional industries.

Introduction

Investment issues have always been at the center of economic research, as investment processes
influence overall economic growth. Revitalizing investment activities is one of the effective mechanisms
of socio-economic transformation [1].

When considering the problem of investment attractiveness, special attention should be paid to the
methods used to assess it. The prospective state of a country's socio-economic system and its socio-
political stability depend on the effective resolution of investment issues. In the current situation, the
forms of managing socio-economic processes are actively shifting from a centralized system to the
regional level. The trend toward expanding the powers of regions includes the field of cooperation with
investors. Many regions are developing their own investment policies and forming an investment culture.
Currently, there is no unified approach among economists to determining investment attractiveness. It is
advisable to consider the investment climate as a combination of investment attractiveness and
investment activity.

Investment activity refers to the ways and solutions for developing capital investment in a given
region [2]. Investment attractiveness is understood as an integral characteristic of enterprises, industries,
regions, and entire countries in terms of potential profits, income, and risks.

Theoretical analysis

Considering investment activities as part of globalization policy, it seems appropriate to analyze
the experience of the Republic of Uzbekistan and the Kyrgyz Republic in implementing their investment
policies. Uzbekistan is a country with a developing economy located in the heart of Central Asia. The
economic reform program launched in 2017 began transforming the previously isolated and highly
centralized economy into one more favorable for private investors and resilient to external factors. The
prospects for economic restructuring and the enormous potential of a domestic market with over 36
million people have attracted the attention of foreign companies.
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In Uzbekistan, investors can benefit from access to raw materials and labor resources, direct access
to the markets of all Central Asian countries, and various incentives, preferences, and even state
subsidies. However, despite the constantly improving legislative framework and government support,
weak enforcement of contracts and court decisions remains a key challenge to successful business
operations. Local authorities strive to support investments aligned with development programs that
prioritize infrastructure and export-oriented projects.

Inthe following Figure 1, foreign investment of the Republic of Uzbekistan is carried out in the
following form.
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Figure 1. The Republic of Uzbekistan objects to attract investment [3]

The Kyrgyz Republicis the most important transit country in the Central Asian region, since the
main cargo routes are from Kazakhstan to Russia, Tajikistan and Afghanistan, the connection of Central
Asia with China. Despite the fact that the Kyrgyz Republic is a border market focused on high-risk
investors, the government headed by President Sadyr Zhaparov intends to attract diversified foreign
direct investment (FDI) and develop IT, innovation and green economy sectors. This direction will
undoubtedly contribute to sustainable economic growth. The factors influencing the investment
attractiveness of Kyrgyzstan are shown in the following Figure 2.
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Figure-2. Factors affecting on the investment attractiveness
of Kyrgyzstan[4]

Research methods

The methodological basis of this scientific article consisted of theoretical generalization and
analytical methods. Two approaches to state influence on investment processes in the national economy
can be identified: passive and active. The passive approach focuses on helping entrepreneurs select the
most efficient investment options through indicative planning. It aims to inform participants of
production about conditions for production, sales, and consumption, justify the prospects of socio-
economic development, and prepare indicative and investment plans.

The active approach involves more effective mechanisms of state influence on investment
processes through direct state investment and fiscal measures stimulating entrepreneurial activity.

Results and discussion

Let us analyze Uzbekistan’s investment policy based on the measures being implemented in
various sectors. Foreign Direct Investment Policy
In recent years, the government of Uzbekistan has faced challenges caused by the global COVID-19
pandemic and the volatile geopolitical situation following Russia’s invasion of Ukraine.

To sustain growth and address fundamental issues of unemployment and poverty, the government
mobilized more public funds than initially planned. Uzbekistan’s legislation, including the Law “On
Investments and Investment Activities,” guarantees unrestricted repatriation of funds and protection
against nationalization. In 2021, a multilevel mechanism for interaction between state authorities and
investors was established, involving the Ministry of Investments, Industry, and Trade, regional
governments, diplomatic missions abroad, and commercial banks.

The government announced ambitions to double the country’s GDP within 10 years by attracting
up to 120 billion USD in private investment, including 70 billion USD in FDI, over the next 5 years.

However, to fully realize the economic benefits of FDI, significant work remains. Uzbekistan does
not restrict foreign investment but coordinates it mainly through bilateral economic cooperation. The
most popular investment partners are Russia, China, Kazakhstan, Singapore, UAE, Scotland, Turkey,
and Germany. There are no formal restrictions, but financial transactions with certain jurisdictions (e.g.,
Afghanistan, Iran, Syria, Libya, Yemen) and offshore tax havens may be subject to additional scrutiny.



The Kyrgyz Republic recognizes FDI as a key component of national economic development.
Although laws supporting foreign investment have been adopted, issues such as criminal investigations
in commercial disputes, bureaucracy, frequent personnel changes, and weak protection of investor assets
continue to hinder investment [5].

To stimulate FDI inflows, the Parliament adopted a law in 2020 amending investment support
regulations. Transparency of Investment Legislation Uzbekistan has important laws and regulations
aimed at protecting the business and investment community, including laws “On Competition,” “On
Guarantees of Entrepreneurial Freedom,” “On Private Entrepreneurship,” and “On Investments and
Investment Activities.” The government acknowledged the need to streamline and modernize business
and investment legislation at the end of 2016. In the Kyrgyz Republic, the main legal framework for FDI
remains the 2003 Law “On Investments,” which has undergone numerous amendments up to 2021.

The following table provides an overview of the macroeconomic indicators of Uzbekistan and
Kyrgyzstan over the past 4 years.

Table 1. The main economic indicators of Uzbekistan and Kyrgyzstan, billion sum.
Uzbekistan 2020y. 2021y. 2022y. 2023y.

Investment in  fixed 210195,1 239552,6 266240,0 352064,1
assets, billion sum

GDP, dollar 59.89 69.24 80,4 86,1
Volume of industrial 368740,2 456056,1 553265,0 655821,9
production

Kyrgyzstan 2020y. 2021y. 2022y. 2023y.
Investment in  fixed 122858,7 122843,3 139417,5 168537,4

assets, billion sum

GDP, dollar 7,7 8,5 10,9 22,2
Volume of industrial 325090,1 370533,8 435815,6 483000,0
production

Source: compiled by the author [6], [7].

After the COVID-19 pandemic in 2020, Uzbekistan’s macroeconomic growth indicators did not
increase significantly. In 2023, GDP grew by 76.1%, industrial output by 77.9%, and agricultural
production by 1.2%, while investment in fixed capital increased by 67.5%.

Kyrgyzstan’s post-COVID indicators show modest growth until 2022-2023, when the pace
accelerated. Investments in fixed capital grew by 37.2% over four years. FDI inflows since 2005 have
been significantly higher in Uzbekistan than in Kyrgyzstan.

Conclusion

Inconclusion, the following proposals can be made to eliminate the barrier that prevents Uzbekistan
and Kyrgyzstan from creating a favorable investment climate.

They are:

— it is necessary to pay attention to the development of investment policy statements and ready-
made platforms for investors to conduct business, as well as to improve the business;



- improving the quality of labor resources;

- increase of capital reserves;

— further development of the legal system created for the adoption of investments and the
development of trade in the territory of our country;

- special attention to the management of the country's internal infrastructure, further improvement
of roads, airports and communications;

- further development of the country's system of trade and investment institutions in accordance
with international rules;

- data protection of business process participants;

- improving the effectiveness of state and grant support;

- development of tourist areas;

- solving environmental problems;

- formation of competitive roducts.
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TMJ MEMJIEKETTEPIHIH WHBECTHIIUSTHBI AV IAJTAHYBIHBIH KA3IPTT
KAFJTAUBIH TAJIJIAY

Tyiiin

Makanana ©36ekcran PecrryOnukacsl MeH KbIpFhI3CTaHHBIH HHBECTHIIUSIIBIK CasiCaTTapbl KAPACTHIPBLUIFaH.
CoHFbI 4 5KbUT KOJIEMIHIErT MaKPOAIKOHOMHUKAJIBIK KOPCETKIIITEPT] Tajay jKacaibiHabl. MaKalaHbIH MaKCcaThl —
O30ckcTanra xoHe KpIpFpI3cTaHFa yKalllbl OHBIH aiMaKTapbliHa MIETEIIK HHBECTULIMSIAPIbI OCIICEHAIPEK TapTy
YIIH KaKETTi [Iapaiapabl aHbIKTay. MakagaHbIH ©3€KTUIIr — oMK SKOHOMUKAIBIK KYOBUIBICTAPBIH IITiH IS
WHBECTULMAJIBIK YACPICTEpIiH MaHBI3bIH €Ki MEMJICKETTTEPAiH TXKIpUOECiH Herire ajia OTHIPBII KapacThIpy,
amnry. ©O30ekcTaHja >koHe KpIpFbI3cTaHIa COHFBI KbLIAAPhI OOJIBINT JKATKAH JKarjaigap MeEH JIMHAMHUKAJIBIK
e3repicTepl TepPeH JKOHE JKaH-)KaKThl 3epTTey KYPri3iigi. MeMJIeKeTTiH WHBECTHUIHMSIIBIK CasiCaThlH dp caja
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OOMBIHIIIA KYPri3UIi JKAaTKaH ic-IIapajap KelleHi OoHbIHIIA II0Ny jkacaublHabl. COHBIH IIIHIE, TIKEICH
MIETENIIK WHBECTUIMSIIAP cascaThl JKOHE OHBIH 3aHHAMAIBIK 0a3achlHA, OHEPKACIN  CaNaChIH/IaFbl
WHBECTHUIHMSIIAP/IbI BIHTAJIAH]IBIPY JKOJIAAPBIH 0acThl Ha3ap aynapbuiabl. HBECTULIMSIBIK YACPICTEPAIH Tannai
OTBIPKIT, MEMJICKETTEP/TiH 3KOHOMHUKACBHIHBIH JaMBITYFa KaThICTHI OipHEIlle YChIHBICTAp Ti30€Ci KapacThIPBLILIbL.
KinTrik ce3aep: nHBeCTUIMS, UHBECTUIMSIIBIK CasICAT, SKOHOMHKAJIBIK ©CIM, HHBECTHIIMSUIBIK TIPOIECC,
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AHAJIN3 COBPEMEHHOI'O COCTOSTHUA UCITOJIb30BAHWUA HHBECTHUIIUI
IroCYJAPCTBAMMU CHI'

AHHOTAIINA

B cratee paccmaTpmBaeTcsi MHBECTHIIMOHHAS NoJWTHKA PecrmyOnmmku Y306ekucraH u Keipreizcrana.
[IpoBenen aHanmyM3 MakpO3KOHOMHUYECKUMX NOKazareneil 3a mocnennue 4 ropa. llenb cTatbu — ONpeAeIuTh
HCO6XOILI/IMBIG MCPBHI 1O MPUBJICUCHHUTO 0oJiee aKTUBHBIX HWHOCTPAaHHBIX I/IHBCCTI/IHI/II‘/'I B Y30eKkucrad u KBIpFI:I?;CT&H
" UX pCTUOHBI. AKTyaJII)HOCTB CTaTbHU 3aKJII0OYaCTCA B paCCMOTPECHNUU U PACKPBITUN 3HAYMMOCTU MHBECTUIITMOHHBIX
MIPOLIECCOB CPely MHUPOBBIX SKOHOMHUYECKHX SIBJICHMH Ha OCHOBE OmbITa ABYX cTpaH. IIpoBemeHo riyOokoe u
BCECTOPOHHEE HCCIEIOBAHUE YCIOBUH M IMHAMHYECKHMX HM3MEHEHMH, NPOUCXOAALIMX B Y30€KHUCTaHE U
KI)IpFBI3CTaHC B IIOCJIE€AHUE T'OABbI. HpOBCI[CH O630p HHBGCTI/IHI/IOHHOI\/'I IMMOJIMTUKU TOCYAapCTBa IO KOMIIJICKCY
MEpONPHUATHH, IPOBOAUMBIX B Kax 101 cpepe. Cpenn HUX OCHOBHOE BHUMaHUE ObUIO YIENEHO MOIUTHUKE MPSIMBIX
WHOCTPAaHHBIX HMHBECTULIMH M €€ 3aKoHOoAaTesJbHOW 0asze, crocodaM CTHUMYJIUPOBAHUS HWHBECTHLHH B
MPOMBIIIJICHHBINA cexTop. [Ipy aHanM3e WHBECTUIIMOHHBIX MPOIECCOB OBLI PACCMOTPEH MEPEYCHb HECKOIBKUX
HpC[IHO)KeHHP'I, CBA3AaHHBIX C Pa3BUTHEM SKOHOMUKU I'OCYAapCTB.

KiroueBble cjioBa: MHBECTULMS, MHBECTULMOHHAS IOJIMTHKA, S3KOHOMHYECKUH POCT, HHBECTULIMOHHBIN
MIPOLIECC, CONMATILHO-3KOHOMHYECKask CUCTEMA, PErHOHAIEHOE Pa3BUTHE, PETHOHAIBHBIE OTPACITH
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