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Abstract

The trade relations between Uzbekistan and India have grown stronger in recent
years. The economic partnership has flourished, driven by countries’ mutual interests
in trade, investment, and regional connectivity. This study makes an attempt at
understanding the role of Uzbekistan’s institutional frameworks in facilitating the
Indian investment in the country. The study also aims to analyze the factors that are
shaping economic relationships between the countries. Factors like bilateral
agreements, regulatory policies, and diplomatic initiatives are considered here. This
article aims to highlight and challenges for the Indian investors in Uzbekistan by
thoroughly analysing the historical context, current economic situations, ties between
the countries, and institutional mechanisms. This study also aims at providing
workable recommendations for strengthening institutional frameworks to improve
investment flows in future. Drawing on secondary data collected from published
researches, international commerce data, government reports, and academic literature,
this article shall contribute to the improved understanding of how the institutional
frameworks pertaining to foreign investments influence cross-border investment in
emerging economy of Uzbekistan.
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Annotatsiya

So‘nggi yillarda O°‘zbekiston va Hindiston o‘rtasidagi savdo-igtisodiy
munosabatlar yanada mustahkamlanmoqda. Ikkala davlatning savdo, investitsiya va
mintaqaviy integratsiyaga oid o‘zaro manfaatlari ushbu hamkorlikning rivojlanishiga
xizmat gilmoqgda. Ushbu tadgiqotda Hindiston investitsiyalarining O°zbekistonga kirib
kelishida mamlakatning institutsional mexanizmlarining o‘rni tahlil gilinadi. Shu bilan
birga, davlatlararo iqtisodiy aloqalarga ta’sir ko‘rsatuvchi asosiy omillar — ikKki
tomonlama bitimlar, tartibga soluvchi siyosatlar va diplomatik tashabbuslar ko‘rib
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chigiladi. Maqolada Hindistonlik investorlar uchun mavjud imkoniyatlar va
muammolar tarixiy va joriy iqtisodiy holat, ikki davlat o‘rtasidagi alogalar va
institutsional mexanizmlar asosida atroflicha yoritiladi. Kelgusida investitsiyalar
hajmini oshirish uchun institutsional bazani mustahkamlashga qaratilgan amaliy
tavsiyalar ham ilgari suriladi. 1lmiy maqola ikkilamchi manbalarga — ilmiy tadgiqotlar,
xalqaro savdo ma’lumotlari, hukumat hisobotlari va akademik adabiyotlarga tayangan
holda, rivojlanayotgan O‘zbekiston iqtisodiyotiga xorijiy investitsiyalar jalb etilishida
institutsional mexanizmlarning ta’sirini chuqurroq anglashga xizmat qiladi.

Kalit so‘zlar: institutsional mexanizmlar, xalgaro savdo, Hindiston—
O‘zbekiston, ikki tomonlama savdo, hind investitsiyalari.

AHHOTALUSA

ToproBo-sKOHOMHYECKHE OTHOIICHHUS MeXay Y30ekuctaHom wu WaHauei
SHAYUTCIIbHO YKPCIIMJIKUCL B IIOCIICAHUC TOABI. DKOHOMHYECKOE HapTHépCTBO
pa3BuBaeTcs Onarojaps B3aWMMHBIM HHTEpecaM 00eHX CTpaH B 00JIaCTU TOPrOBIIH,
I/IHBCCTI/ILII/Iﬁ )41 peFHOHaHBHOﬁ CBs3aHHOCTH. HaCTosnuee HCCIICJOBAHUC HAIIPABJIICHO
Ha M3Y4YCHHC POJIM MHCTUTYLHHOHAJIBHBIX MCXAHHU3MOB V30ekucrana B COI[GIZCTBHH
WHJUNACKUM MHBECTUIUSAM B cTpaHe. Takke paccMaTpHUBAIOTCS KIIIOYEBBIE (DAKTOPHI,
(dbopMHpyIOLIE PKOHOMHYECKOE B3aWMOJAECHCTBUE MEXAY ABYMS TOCYAAapCTBAMH,
BKJIrO4as ABYCTOPOHHHC COTJIallICHU:, HOPMATHUBHO-IIPABOBLIC AKThI )41
AUTINIOMATUUYCCKUEC NHUIINATHUBBI. B cratbe HOI[‘—IépKI/IBaIOTCH KaK BO3MOXHOCTH, TaK U
BBI3OBBI JJIA HHI[I/IfICKHX HHBCCTOPOB B y36eKI/ICTaHe, C yLIéTOM HCTOPHUYCCKOI'O
KOHTCEKCTA, TCKYIHCIZ YKOHOMHYECKOU CUTyaln n CYIICCTBYIOIINX
HHCTUTYIHHOHAJIBHBIX MEXaHHU3MOB COTpyAHHUYICCTBA. KpOMe TOIO, Jar0TCA
MPaKTUYECKUE PEKOMEHIAIMU TI0 YKPEIUICHUIO MHCTUTYIIMOHAIBHOW 0a3bl C LEJbI0
ITOBBIIICHUA HHBGCTPII.[HOHHOI?I dAKTUBHOCTHU B 6yz[ymeM. OcHOBEBIBasACH Ha BTOPHUYHBIX
JAQHHBIX, TOJYYEHHBIX U3 HAYYHBIX MyOJMKAIMi, MEXKIyHApOAHOW TOPTOBOM
CTaTUCTHUKH, TroCyaapCTBCHHBIX OTUYCTOB )41 aKaI[eMI/III€CK0ﬁ JIUTCPATYPHI,
HUCCIIEOBAaHUE CroCOOCTBYET yIIIyONEHHOMY IIOHUMAaHUIO BJIUSTHUA
MHCTUTYIIMOHAJIbHBIX ()aKTOPOB HA TPAaHCTPAHWYHbIE NHBECTULIMU B Pa3BUBAIOLIEHCS
PKOHOMHKE ¥Y30eKHucTaHa.

KaroueBnle cioBa: HHCTUTYHUOHAJIBHBIC MCXAHU3MbI, MCKAYyHapOoaAHAad
TOproBisi, MHaus—Y30€KucTaH, ABYCTOPOHHSISI TOPTOBJISA, MHANINCKAE NHBECTHULIMH.

INTRODUCTION

The economic relationships between India and Uzbekistan have been existing
for centuries now. The Silk Road played a crucial role in developing this relationship.
Over the past decade, the economic ties between these two countries have grown
stronger owing to the improved regional connectivity and countries’ mutual interest in
trade and investment. The Indian investors are increasingly becoming more interested
in Uzbekistan because of multiple reasons like being rich in natural resources, the
ongoing economic reforms that facilitate foreign investments in the country and most
importantly the strategic location of the country in the CIS region. India has emerged
as a reliable economic partner for Uzbekistan with its technological prowess, advanced
pharmaceuticals, and its increasing demand for energy and varied raw materials. This

WWW.MARKETINGJOURNAL.UZ 337



ILMIY, AMALIY VA OMMABOP JURNAL Ne3-SON MART, 2025-YIL

study attempts to explore the role of current institutional frameworks in Uzbekistan’s
in enabling Indian investors managing their investments by focusing on bilateral
agreements between the two countries, current regulatory policies, and diplomatic
initiatives in the field on trade relations. The study will also make an effort at
understanding various challenges that Indian investors face or are likely to face and
finally will offer actionable recommendations to improve the flow of investment.

History of Uzbekistan-India Relations

The trade relations between Uzbekistan and India can be traced back to the times
of ancient Silk Road, which facilitated not only the cultural exchanges between the two
regions but also exchanges of precious metals, art, silk, and many more items of value.
Even during Soviet times Uzbekistan was of prime importance in trade. In these
modern times, the official diplomatic relations were formally established in 1992 upon
the fall of Soviet Union and Uzbekistan becoming an independent nation. India was
amongst the first to recognise the sovereign status of Uzbekistan. Ever since then, the
two countries have consistently expended a great deal of effort towards strengthening
their diplomatic ties through cultural exchanges, economic collaborations and
continuous high-level diplomatic visits. (Ministry of External Affairs, India, 2023).
The countries share a great deal of cultural heritage in variety of forms. AN effect of
the shared culture can be clearly spotted in both countries. This whole history has been
conducive to the development of economic collaboration between these two countries.
The understanding of current market dynamics is more than important in fundamental
understanding of the Uzbekistan-India economic relations. The shift from Soviet style
economy to a market-oriented economy has been challenging for the foreign investors
in Uzbekistan. Though the country has been dynamic in adapting to global demands
and changes, challenging for Indian investors as well. The Government’s continuous
efforts towards addressing these challenges birthed institutional frameworks that eased
the business for Indian investors, thus increasing the investments in the country. (World
Bank, 2021).

Economic Ties Between Uzbekistan and India

Jointly, Uzbekistan and India have witnessed a significant growth in through
their economic partnership in recent years. Some key sectors like Information
technology, agriculture and pharmaceuticals are the major contributors and key drivers
to the expansion of this bilateral trade. The bilateral trade between these two nations
reached USD 342 million in 2022 (Ministry of External Affairs, India, 2023)and 1.2
billion by end of 2024 (Un.org, 2025), reflecting a considerable increase from the
previous years. Many Indian companies have made substantial investments in
Uzbekistan, particularly in the fields of energy, infrastructure, and textiles. One notable
example is the involvement of Indian firms in Uzbekistan’s energy sector. Companies
like ONGC Videsh have explored opportunities in oil and gas exploration. A
cooperation agreement has been signed The JSC “Uzbekneftegaz” and Indian “ONGC
Videsh Limited” (Kun.uz, 2025). In the renewable energy sector as well the firms have
shown their interest in Uzbekistan’s renewable energy projects (International Energy
Agency, 2022). The pharmaceutical industry for a considerable time now, has been a
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key area of collaboration. The Indian companies have been supplying affordable
medicines and also have established their manufacturing units in Uzbekistan
(UNCTAD, 2021). The economic ties are growing stronger with times and they are
facilitated by the institutional frameworks. These frameworks are established not only
to facilitate trade but also to attract the foreign investment into the country.

The institutional frameworks include bilateral agreements, joint working groups,
and diplomatic initiatives. Together they create a favorable business environment for
the foreign investors.

Institutional Frameworks Facilitating Indian Investment in Uzbekistan

The cross-border investments are critical. They need a well-established
Institutional. Though a trade between these two countries is centuries old, in modern
days, to facilitate the investment and trade between Uzbekistan and India, several
mechanisms have been established. A strategic partnership between the countries was
established in the year 2011.These mechanisms exist in form of bilateral agreements,
regulatory policies, and diplomatic initiatives.

Bilateral Agreements: Since gaining independence, Uzbekistan and India have
signed numerous agreements in order to promote economic cooperation through trade
and investments. The Bilateral Investment Treaty (BIT) was signed in 2019 has
provided a legal framework for protecting the investments and resolving the economic
disputes (Ministry of External Affairs, India, 2019). In addition to that a Double
Taxation Avoidance Agreement (DTAA) was brought in force to ensure that the
investors are not taxed twice on the same income. This was a major step in safeguarding
the investors’ interests and thus encouraging cross-border investment (UNCTAD,
2021). The signing of the BIT between both nations aims at promoting an economic
cooperation and to create a more robust and resilient investment environment for
investors from/in both countries BIT aims to increase and will also boost the confidence
of investors. (VisionlAS, 2024). In nutshell BIT is a mutual agreement for offering a
protection to investments by local companies as well as companies of one country in
another country. India approved its new Model BIT Text in year 2015. Since then, this
Model text of 2015 is used for negotiations and renegotiations of BITs and investment
chapters of Foreign Trade Associations and/or Economic Partnership Agreements. BIT
ensures that the foreign investors receive similar treatment as domestic investors. BIT
also limits country’s ability to dominate the foreign investments in its territory, thus all
investors are protected.Under BIT the dispute settlement calls for exhausting the local
remedies before calling for international arbitration.

Regulatory Policies: Post independence, to attract foreign investment, the
Uzbekistan economy has undergone a significant number of economic reforms. To
streamline the processes for foreign investors, the Ministry of Investments and Foreign
Trade has established the Investment Promotion Agency. To promote investments, it
offers varied incentives such as tax breaks and simplified licensing procedures (World
Bank, 2021). These reforms have created a more investor-friendly environment,
benefiting Indian businesses (ADB, 2022).
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Diplomatic Initiatives: on 18 March 1992, a protocol on establishment of
diplomatic relations between the two countries-India and Uzbekistan was signed
in Tashkent. India has embassy in Tashkent and Uzbekistan has embassy in Delhi.
High-level visits and diplomatic engagements between the countries have played a
crucial role in strengthening their economic ties. The visit of Prime Minister of India-
Narendra Modi to Uzbekistan in 2015 and the subsequent visit of Uzbek President
Shavkat Mirziyoyev to India in 2018 have bolstered bilateral relations (Ministry of
External Affairs, India, 2018). As a result, several agreements and memoranda of
understanding (MoUs) during these visits to further facilitate Indian investment in
Uzbekistan.

Joint Working Groups: Together in order to address sector-specific challenges
and opportunities Uzbekistan and India have established joint working groups for trade,
energy, and agriculture. Aiming at providing a platform for dialogue and collaboration,
these platforms enable the involved stakeholders to identify and resolve the issues
pertaining to the investments in a timely manner (uza.uz, 2023. The effect can be seen
in the increase of number of joint ventures by 5 times. In the sectors of IT, healthcare,
agriculture, and tourism Joint investment projects valued at more than USD 200 million
are in process of being implemented. (Gateway House, 2018)

Challenges Faced by Indian Investors in Uzbekistan

The Uzbekistan economy is emerging at a fast pace. The government is
constantly working towards strengthening institutional frameworks, despite this
progress, Indian investors in Uzbekistan still face quite a few challenges. For instance,
Indian tea in Uzbekistan’s market could not do well as the prices are much higher than
the available options.

Foreign Exchange Volatility: The foreign exchange volatility affects liquidity,
valuation of the businesses. Until recently it has been the non-convertibility of local
currency that affected the finance imports into Uzbekistan. The Government of
Uzbekistan has adopted an approach which results in restrictions on business’ access
to foreign currency and on imports combined with the overvalued official exchange.
The value of UZS is always fluctuating against the foreign exchanges. According to
the Investment Policy Review conducted by UNCTAD, a natural resources sector
investor said that development and operating costs in natural resources sector are 10-
15% higher than in competing locations, even before account has considered the
conversion of foreign currency at the official exchange rate to pay local costs of the
business such as bills and wages . (Investment Policy Review of Uzbekistan, n.d.)

Intellectual Property Rights (IPR) Protection:Imitation businesses- a common
practice of copying the well-known international brands by local entrepreneurs is
instrumental in discouraging the foreign investment. That being said an insufficient
IPR protection has remained a challenge for foreign businesses in Uzbekistan for log
time. In 2018, the country’s leadership government had taken some important steps to
address longstanding issues pertaining to IP protection and enforcement of laws related
to IPR. (75, 2023)
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The Banking Sector inefficiencies: Global Ratings listed some weaknesses of
the banking sector in Uzbekistan, some being: distorted competition in the banking
sector is caused by the dominance of state banks, s quality of banking regulations and
supervision, absence of strong corporate governance, low transparency standards, and
a slow pace of privatization. Uzbekistan’s economy is largely a cash-based one. A
major reason for this is relatively low trust in the banking sector. Also, the informal
sector is a large contributor to the overall economy of the country. In years 2020-2022,
the government had announced privatization of the banking sector and efforts to be
made to attract more investments from the private sector. The government’s recent
policies have resulted into a noteworthy transition from financial isolationism to a
much greater transparency and integration into international financial markets. (75,
2023).

Bureaucratic challenges: Navigating Uzbekistan’s bureaucratic landscape is
challenging for the foreign investors. The project implementations are often delayed
because of lengthy approval processes and lack of transparency (World Bank, 2021).
The consistent efforts of the government and the recent reforms have been successfully
addressed some of these issues, further efforts are needed to streamline administrative
procedures even more (ADB, 2022).

Inconsistencies in Regulatory Processes: Indian investors have reported
difficulties in understanding and complying with local regulations, which may be
central to legal disputes (Ease of Doing Business Report, 2020). Although Uzbekistan
has been making continuous significant strides in improving its regulatory
environment, the enforcement of updated laws and regulations which is inconsistent is
a concern for many investors. The regulatory landscape is complex for foreign
investors. The commercial disputes resolutions through the local courts are time
consuming.

Cultural Differences: Some challenges for Indian investors also come from the
cultural differences. For foreign investors, understanding the local business practices
and building relationships with Uzbek partners and customers require great deal of time
and effort. Investors also face language barriers though it is becoming easier now as
the country is becoming more adaptive to English. The differences in communication
styles also complicate matters for the Indian investors. Direct and assertive
communication styles are common in some Indian businesses, however may be
perceived as aggressive in Uzbekistan, as in Uzbekistan an indirect communication and
building trust are of a value for the foreign investors.

Infrastructure Gaps: While Uzbekistan has made a significant progress in
developing its infrastructure, the international investors face challenges in areas like
transportation and logistics as the development remains fragmented in the country.
These infrastructural gaps do increase the cost of doing business for the foreign
investors and also hamper the efficient movement of goods and services across places
(ADB, 2022). However, the country’s plan to develop the road infrastructure is on the
brink of a gigantic expansion, with an estimated increase of 486% by 2030 (uz, 2023)
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CONCLUSION AND SUGGESTIONS

The role of institutional frameworks in facilitating foreign direct investment, in
this case Indian investment in Uzbekistan plays a critical role. The bilateral agreements,
regulatory policies, cultural ties, and diplomatic initiatives have created a strong
foundation for economic collaboration for both the countries. While these initiatives
have greatly enabled the Indian businesses in exploring opportunities in the fast-
developing Uzbekistan market, some challenges however, such as infrastructural gaps,
bureaucratic hurdles, regulatory inconsistencies, and cultural differences are apparent
for them.

Uzbekistan and India can realize the full potential of their economic partnership
through enhancement of the bilateral cooperation, streamlining regulatory processes,
strengthening the banking system, and addressing infrastructure gaps. As both these
countries continue to grow and evolve, strong and robust institutional mechanisms will
facilitate the sustenance and expansion of investment flows.
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