INTERNATIONAL JOURNAL OF SOCIAL SCIENCES AND HUMANITY DEVELOPMENT ‘i
ISSN - 3087-4076 e

VOLUME 02 ISSUE01
DOI: - https://doi.org/10.54640/ijsshd/Volumeo2Issue01-01
PUBLISHED DATE: - 22-01-2025

ECONOMIC DIPLOMACY AS A CATALYST FOR UZBEKISTAN'S
REGIONAL INFLUENCE IN CENTRAL ASIA

Shirin Fatkhullaevna Abboskhujaeva
Researcher Tashkent State University of Oriental Studies, Uzbekistan

KEYWORD ABSTRACT

Economic diplomacy, Uzbekistan, The article outlines the role of economic diplomacy in
Central Asia, regional influence, developing Uzbekistan's regional influence within Central
trade initiatives, foreign Asia by reviewing strategic steps taken by Uzbekistan in
investment, infrastructure Promoting regional trade, attracting foreign investment,
and developing critical infrastructure capable of
positioning it as a central hub for economic connectivity.
Trade liberalization, energy partnership, and joint
infrastructure projects-central elements of the economic
diplomacy of Uzbekistan-are analyzed here in light of their
impact on regional cooperation and economic growth.
The article further touches on other challenges, barriers,
and geopolitical conflicts and provides some views on
overcoming them. It also explains that Uzbekistan, by
taking proactive initiatives, attaches importance to
economic diplomacy in terms of regional integration and
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INTRODUCTION

While this has helped position Uzbekistan as a pivotal player in Central Asia within the framework of
wider geopolitical adjustment, its economic diplomacy remains one of the significant components of
its foreign policy. It also helps because the geographic advantage of being at the juncture of main
transport routes, with rich natural resources underpinning its status as one of the front-runners of
Central Asia. During the last couple of years, a greater realization on economic diplomacy as one of
the strong tools serving not only to enhance its influence but also further consolidating bilateral
relations to promote regional cooperation has been achieved by Uzbekistan. Economic diplomacy
for Uzbekistan is much more than trade or investment; it is an enabling strategy for growth, stability,
and sustainable development.

With trade barrier reductions, better connectivity, and facilitation of infrastructure development,
Uzbekistan has been trying to advance its own economic prospects for the sake of the prosperity of
neighboring countries. Promotion of regional partnership, access to international markets, and use

of natural resources have enabled Uzbekistan to pursue economic diplomacy to further regional
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integration and cooperation in Central Asia. The article explores the mechanisms of economic
diplomacy in Uzbekistan with its implications for regional relations, trading dynamics, and long-
term development goals.

LITERATURE REVIEW

Economic diplomacy has become a critical component of Uzbekistan’s foreign policy, especially in
its regional strategy within Central Asia. The concept of economic diplomacy, which involves using
economic tools such as trade, investment, and financial collaborations to achieve broader foreign
policy goals, has gained prominence in Uzbekistan's foreign policy agenda since its transition
toward economic reforms. Scholars emphasize that economic diplomacy is crucial for Uzbekistan
as it seeks to establish stronger ties with its neighboring countries and improve regional
cooperation in Central Asia (Asian Development Bank, 2020; United Nations Economic and Social
Commission for Asia and the Pacific, 2020). President Shavkat Mirziyoyev’s administration has
particularly focused on enhancing economic connectivity and fostering collaboration through
regional trade agreements and investment opportunities, reshaping Uzbekistan’s approach from
isolationism to active engagement.

The role of trade facilitation and infrastructure development is highlighted in the literature as a key
area of Uzbekistan’s economic diplomacy. The World Bank (2021) underlines the importance of
improving transport networks and reducing trade barriers within Central Asia, which are critical in
facilitating economic growth and enhancing connectivity with neighboring countries. As a country
rich in natural resources, including natural gas and minerals, Uzbekistan has strategically used its
energy diplomacy to build stronger ties with its neighbors (Kazakhstan Ministry of Foreign Affairs,
2019). Agreements on energy exports and resource management have allowed Uzbekistan to
increase its regional influence by fostering trust and cooperation.

Attracting foreign investment has been another significant focus of Uzbekistan’s economic
diplomacy. According to the World Economic Forum (2020), the country has implemented investor-
friendly policies to attract capital, particularly in sectors such as textiles, agriculture, and renewable
energy. Foreign investments have contributed to Uzbekistan’s economic development, enabling it
to expand its regional influence. However, there are still challenges, such as bureaucratic
inefficiencies and infrastructure gaps, which hinder the full potential of Uzbekistan's economic
diplomacy (Gorbachev & Abdullayev, 2020). Despite these challenges, scholars argue that by
addressing these issues through strategic reforms and greater regional and global engagement,
Uzbekistan can solidify its position as a regional leader and continue to drive the economic
integration of Central Asia (ESCAP, 2020).

Economic diplomacy plays a vital role in Uzbekistan’s efforts to enhance its regional influence in

Central Asia. By prioritizing trade, energy diplomacy, infrastructure, and foreign investment,
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Uzbekistan has demonstrated its potential as a regional leader. However, addressing internal
challenges such as bureaucratic inefficiencies and infrastructure gaps will be critical for Uzbekistan
to fully realize the potential of its economic diplomacy and play a pivotal role in the future of Central
Asia's economic and political landscape.

The Role of Economic Diplomacy in Uzbekistan's Strategy

Economic diplomacy is one of the important elements of modern foreign policy; it involves the use
of trade, investment, and financial cooperation to achieve wider national goals. In the case of
Uzbekistan, economic diplomacy has increasingly been an important tool for the country in shaping
its foreign relations and advancing both domestic and regional interests. Such an approach has
come to the fore after large-scale economic reforms and the renewal of Uzbekistan's course
toward regional integration. Accordingly, Uzbekistan, proceeding with mutually constructive
economic exchange, irreversibly came out of an isolated position into a more active and open
foreign policy position for an increasingly significant role in Central Asia and the world at large
(Shavkat Mirziyoyev, 2021).

During his presidency, the Uzbek leadership led by Shavkat Mirziyoyev focused on the direction of
economic connectivity through regional trade agreements, cross-border cooperation, and
investment opportunities. These initiatives not only seek to increase economic competitiveness for
Uzbekistan but also strengthen economic ties with neighbors and contribute to the broader
economic stability and development of Central Asia. This is apparently reflected in the strategic
framework of economic diplomacy for active participation in organizations such as the Shanghai
Cooperation Organization, the CAREC program, and various bilateral agreements signed to
facilitate trade and investment across the region. United Nations Economic and Social Commission
for Asia and the Pacific (ESCAP), 2020.

Economic diplomacy in Uzbekistan releases a number of potential points for growth both at home
and within regional markets. Focus on regional integration along with trade liberalization with the
major neighbors such as Kazakhstan, Kyrgyzstan, Tajikistan, and Turkmenistan opened a window
to economic partnership which could help raise the geopolitical positions of Uzbekistan. The above
efforts in the sphere of diplomacy and economy have so far helped to advance both trade and
investment flows, but also set the grounds for solving longstanding regional disputes, first and
foremost water resources, and energy cooperation (Kazakhstan Ministry of Foreign Affairs, 2019).
Uzbekistan has spearheaded regional trade through initiatives to improve infrastructure and
decrease trade barriers. Trade routes connecting Central Asia with global markets, through China,
Russia, and the Caspian Sea, have promoted growth in cross-border commerce. Such a customs
policy pursued by Uzbekistan aimed to enhance and facilitate procedures; simplification of

regulatory requirements was needed in line with regional transport infrastructure development. All
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these efforts at building regional railways within Central Asia testifies to the country's good
intention toward the region's economic integration (International Monetary Fund [IMF], 2021).
These initiatives have been proposed with a view to increasing economic interdependence in the
region, attracting investment, and promoting goods and services. This is so important for a region
long plagued by barriers to trade and inefficiencies in transport. Strategic choices in policy matters
have opened up new routes for regional trade, and Uzbekistan has emerged as a regional hub for
trade.

Full of natural resources, Uzbekistan exploited deposits of natural gas, oil, and minerals in the
interest of expanded economic and diplomatic relations with neighbors. Such a process had its
basis in energy diplomacy, meaning the signing of energy export agreements and joint resources
management. Indeed, the whole Central Asian region is full of natural resources, but most of these
are not under exploitation yet; meanwhile, Uzbekistan has taken the lead in regional energy
cooperation. This is evident in projects such as the Turkmenistan-Uzbekistan-Kazakhstan-China gas
pipeline, which has facilitated regional energy exports to China, a key economic partner (ADB,
2020).

More significantly, it tried to resolve the issue of energy security in the region by advancing
collaborative resource management schemes that would have benefited many countries. This
helped Uzbekistan draw closer to its neighbors yet continued to build the economy by utilizing
shared resources more effectively.

One of the most noticeable ways that Uzbekistan has carried out its economic diplomacy is large-
scale infrastructure projects, much of which aim at enhancing regional connectivity. This
investment in transport networks included railways, highways, and border-crossing facilities and
positioned Uzbekistan as a strategic transit country in Central Asia. The infrastructural
development of such roads and railways, which included the Tashkent-Khiva and Tashkent-Termez
rail projects, had integrated not only Uzbekistan with its neighbors but also further facilitated
regional access to international markets (World Bank, 2021).

Such projects form part of Uzbekistan's approach toward diversifying its economy, enhancing
regional trade, and establishing a much more stable, closely connected Central Asia. And
Uzbekistan is fully aware that an interconnected region will surely spark trade, decrease transport
costs, and then eventually add to economic growth across the wider Central Asian space.

Besides regional importance, Uzbekistan has been trying to attract foreign investors as a
complementing source in its growth and development. Establishment of an investor-friendly
environment: For that, Uzbekistan undertook reforming its tax, banking, and business regulations.
These efforts put forward by the government to revise the procedures, increase transparency, and

improve its investment climate have drawn the attention of international investors in Uzbekistan,
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according to the World Economic Forum, 2020.

It is specifically for the textile, agricultural, and renewable energies industries that Uzbekistan
provided a very good platform that could involve foreign companies with mutual benefits.
Membership and participation in various international forums, such as the WTO and Central Asia
Regional Economic Cooperation, known as CAREC, have strengthened considerably the country's
position to avenue attractiveness for international investors too (Asian Development Bank, 2021).
This is with the effort of Uzbekistan in attracting massive investments from nations like China,
Russia, and South Korea. The sectors that are driving sustainable growth are at the center.
Investment in renewable energies, for instance, forms one of the leading goals of long-term
development in Uzbekistan, besides diversifying away from fossil fuel dependence (UNDP 2021).
Although Uzbekistan is now well on the way to making economic diplomacy substantial, challenges
still remain for its capability to realize foreign policy interests fully. Even with significant gains made
in regional agreements of trade, projects on infrastructure, and the management of natural
resources, daunting tasks remain to be fixed by the administration with respect to bureaucratic
inefficiencies, infrastructure deficiencies, and geopolitical rivalries (Gorbachev & Abdullayev, 2020).
One of the main issues in Uzbekistan's administrative system is considered to be the inefficiency of
the bureaucracy. Again, this leads to poor policy implementation, lengthy trade and investment
procedures, and access to the market by foreign enterprises. Although the government has
pursued a number of reform programs, including improving the business climate and simplifying
regulations, bureaucratic delays still occur (Shavkat Mirziyoyev, 2021). This is most especially true
in the agriculture, banking, and energy sectors, with bottlenecks in the regulatory environment
hindering the investment and subsequent growth of the country (International Monetary Fund,
2020).

The next challenge is infrastructure improvement. While much investment has been made in
developing the major roadways, railways, and other key infrastructural development of
Uzbekistan, there is still a lack of connectivity in some areas, especially rural and border regions.
These gaps reduce trade and transport efficiency, limiting the ability of Uzbekistan to take full
advantage of its strategic position at the crossroads of Central Asia. While big projects like the
China-Kyrgyzstan-Uzbekistan railway and regional road corridors have gained momentum,
infrastructure development needs to be much faster to meet the region's increasing trade and
economic demands. The World Bank estimates that it will take until 2021. Uzbekistan has to work
out a geopolitical puzzle in Central Asia, where a number of its neighbors have ongoing tensions.
Regional rivalries and disputes over resources, particularly water and energy, persist. An even
bigger challenge is the need to balance economic interests with national security concerns. Good

relations with Kazakhstan, Kyrgyzstan, and Tajikistan, too, demand a similar balancing in their
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relations so as not to further heighten tensions. The country has to balance its economic ambitions
with a commitment to regional peace and stability. Diplomatic efforts should concentrate on
conflict resolution and mediation to avoid political instability undermining economic diplomacy
(Asian Development Bank [ADB], 2020). The country must also be wary of its increasing reliance on
foreign investment, especially from major powers such as China and Russia. While the relationships
bear many economic advantages, this may expose Uzbekistan to over-dependency risks from the
very external powers it seeks to strengthen ties with and thereby weaken its sovereignty in the
long run.

Economic diplomacy in this context, therefore, calls for a delicate balancing act so as not to allow
foreign investments to override the development of domestic industries in pursuit of long-term
economic self-sufficiency. United Nations Economic and Social Commission for Asia and the Pacific
(ESCAP, 2020). Despite these considerations, the prospect for economic diplomacy of Uzbekistan
remains very bright. Internal reform agendas go hand in glove with strong partnerships in
neighboring countries and the wider world, and Uzbekistan will continuously improve its leading
positions in the economic landscape of Central Asia today. Probably the most important
opportunity, according to Shavkat Mirziyoyev (2021), is the chance of widening the trade and
investment networks beyond its borders. The government is already diversifying its foreign
relationships, looking forward to closer associations with international powerhouses, primarily in
Europe and Asia.

International trade organizations, as well as international investment forums, will also introduce
new markets for exports of Uzbekistan, and more avenues of foreign capital inflows.

In particular, it is promising efforts by the country to increase FDI in areas like renewable energy,
tourism, and agriculture. These regions are aligned with the global trend towards sustainability and
can help Uzbekistan place itself as a future-orientated, green investment location (United Nations
Development Programme [UNDP], 2021). In addition to this, increased cooperation within the
region of Central Asia will be an important factor for the future of Uzbekistan's economic
diplomacy. Various regional cooperation initiatives are in full swing for Uzbekistan, thus very well
placed to play a leading role in the pursuit of deeper economic integration for Central Asia.
However, this, in reality, entails not less but more pushing on Uzbekistan's side of the
harmonisation policy areas: customs regulations, trade standards amongst the nations of Central
Asia going forward - according to the World Bank in 2021. While Uzbekistan is moving towards the
integration of a more integrated regional economy, it also has to foster internal economic
diversification, reducing dependence on energy exports and other limited resources.

With a diversified economy, the country would then be better positioned to resist external shocks

and build resilience into its economy, capable of sustaining long-term growth-Asian Development
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Bank, 2020. First of all, these problems should be achieved by improvements in education,
investments in technologies, and human capital enrichment, on which Uzbekistan is focusing. In
the final analysis, whether Uzbekistan's economic diplomacy succeeds or not depends on its ability
to forge solid and mutually reinforcing relationships with neighbors, attract investment that is
sustainable, and introduce structural reforms which will strengthen its domestic economic
institutions. If these challenges can be surmounted, then Uzbekistan is in a position to drive Central
Asia into an integrated, economically active region, developing further as a regional and global
player.
CONCLUSION
The practice of economic diplomacy has come to play a key part in Uzbek foreign policy, forming
the core influence that Uzbekistan has increasingly projected in Central Asia. Under President
Shavkat Mirziyoyev, Tashkent has embraced economic diplomacy as one of the main instruments
for facilitating regional cooperation and integration from a once very isolated position into an open,
proactive foreign policy.
Key pillars include trade facilitation, resource management, infrastructure development, and
foreign investment. Uzbekistan pursued simplification of trade procedures, tariff reduction, and
improvement of customs to become a strategic transit point in Central Asia. It also exploited its rich
natural resources through creating energy partnerships with neighbors for the purpose of regional
energy security. Uzbekistan has increased connectivity through large infrastructure projects in the
form of roads and railways, placing it as a strategic link between Central Asia and world markets.
This has been further bolstered by Uzbekistan's efforts to attract foreign investment. It has created
an investor-friendly environment that has attracted considerable foreign capital, mainly in textiles,
agriculture, and renewable energy.
It is against this background that economic diplomacy becomes a salient component of
Uzbekistan's policy for regional leadership, increased economic resilience, and contributing to the
future development of an interconnected and sustainable Central Asia.
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