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Abstract. This article examines the evolving role of Kashkadarya Region within
Uzbekistan's foreign economic relations during the post-independence period from
1991 to 2024. Based on comprehensive statistical analysis of trade volumes, foreign
direct investment flows, and partnership networks, the study identifies three distinct
phases of regional international engagement: the transitional period (1991-2000),
the stabilization and growth phase (2001-2016), and the accelerated integration era
(2017-2024). The research demonstrates that Kashkadarya Region has transformed
from a peripheral agricultural zone into a strategically significant industrial and
trade hub, with its foreign trade turnover expanding from approximately 180 million
USD in 2010 to 1,242.4 million USD in 2024, representing a nearly seven-fold
increase. The analysis reveals that the region's economic diplomacy has been
characterized by diversification of partner countries from 25 nations in 2010 to over
80 countries by 2024, with China, Turkey, Russia, and the Netherlands emerging as
dominant trade partners. The study concludes that Kashkadarya's integration into
global value chains, particularly in textile manufacturing, agricultural processing,
and energy sectors, has significantly contributed to Uzbekistan's overall foreign
trade performance and regional economic development.
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INTRODUCTION

The collapse of the Soviet Union in 1991 marked a fundamental transformation

in the economic and political landscape of Central Asia, necessitating the
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establishment of independent foreign economic policies for the newly sovereign

republics. Uzbekistan, as the most populous country in the region, faced the complex
challenge of transitioning from a centrally planned economy integrated within the
Soviet framework to an open market system capable of engaging with the global
economy. Within this national context, Kashkadarya Region emerged as a critical
component of Uzbekistan's foreign economic strategy, leveraging its geographic
position, natural resource endowments, and agricultural productivity to establish
international trade partnerships and attract foreign investment.

Kashkadarya Region, located in southern Uzbekistan with its administrative
center in Qarshi, occupies a strategic position along historical trade routes
connecting Central Asia with South Asia, the Middle East, and beyond. The region's
economy has traditionally been anchored in cotton production, natural gas
extraction, and light industry, providing a foundation for export-oriented growth.
However, the transition period following independence was characterized by
significant economic disruptions, including the collapse of Soviet-era supply chains,
hyperinflation, and the need to establish new currency and trade regimes. These
challenges necessitated a gradual approach to international economic integration,
with Kashkadarya initially focusing on maintaining trade relationships within the
Commonwealth of Independent States while slowly expanding into broader global
markets.

The period from 1991 to 2024 witnessed substantial transformations in
Uzbekistan's foreign economic policy, particularly following the election of
President Shavkat Mirziyoyev in 2016, which ushered in an era of comprehensive
economic liberalization and openness. This policy shift had profound implications
for Kashkadarya Region, which experienced accelerated growth in foreign trade
volumes, diversification of export commodities, and increased inflows of foreign
direct investment. The region's participation in international economic forums,
establishment of free economic zones, and engagement with multinational

corporations marked a qualitative shift in its global economic positioning.
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This article aims to provide a comprehensive analysis of Kashkadarya Region's

role in Uzbekistan's foreign relations over the 33-year period from independence to
the present day. By examining statistical trends, policy developments, and structural
transformations, the study seeks to elucidate the mechanisms through which the
region has integrated into the global economy and assess its contribution to national
economic development objectives. The analysis draws upon official statistical data
from the State Statistics Committee of Uzbekistan, regional government reports, and
international trade databases to construct a detailed empirical foundation for
understanding the dynamics of regional international economic engagement.

The significance of this research extends beyond descriptive analysis, as it
addresses broader theoretical questions regarding the role of sub-national regions in
national foreign economic policy, the relationship between geographic endowments
and international trade performance, and the impact of institutional reforms on
regional economic integration. By situating Kashkadarya's experience within the
context of Uzbekistan's broader economic transformation, this study contributes to
understanding the spatial dimensions of post-Soviet economic transition and the
strategies employed by landlocked developing countries to overcome geographic
constraints through strategic international engagement.

Historical Context and Theoretical Framework

The theoretical foundation for analyzing Kashkadarya Region's foreign
economic relations draws upon several interconnected frameworks from
international political economy and regional development studies. The concept of
"region-states™ articulated by Ohmae (1995) provides a useful lens for understanding
how sub-national territories can function as autonomous economic actors within the
global economy, transcending traditional national boundaries through trade and
investment flows. This perspective is particularly relevant for Uzbekistan, where
regional administrative divisions possess distinct economic specializations and
engage directly with international partners through regional government initiatives

and business networks.
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The theory of new economic geography, as developed by Krugman and Fujita

et al., emphasizes the role of agglomeration economies, transportation costs, and
market access in shaping regional trade patterns. For Kashkadarya Region, these
factors manifest in the concentration of textile manufacturing in Qarshi and
surrounding districts, the clustering of agricultural processing facilities near cotton-
producing areas, and the strategic location of the region along transportation
corridors connecting Uzbekistan with Afghanistan, Turkmenistan, and other
neighboring countries. The region's ability to leverage these geographic advantages
has been critical to its expanding role in international trade.

The concept of "economic diplomacy" provides another essential framework
for understanding the mechanisms through which Kashkadarya engages with the
international economy. Economic diplomacy encompasses the use of government
resources and institutions to promote trade, investment, and economic cooperation
with foreign partners. In the context of Uzbekistan's centralized political system,
regional administrations operate within national foreign policy parameters while
maintaining significant autonomy in attracting investment and promoting regional
exports. The establishment of the Kashkadarya Region Investment and Foreign
Economic Relations Department exemplifies this institutional framework,
coordinating regional participation in international trade fairs, investment forums,
and bilateral cooperation agreements.

The historical evolution of Kashkadarya's international economic relations can
be divided into three distinct phases corresponding to broader national policy shifts.
The first phase, spanning from independence in 1991 to approximately 2000, was
characterized by economic crisis management, the establishment of basic trade
infrastructure, and the maintenance of Soviet-era economic linkages within the CIS
framework. During this period, Uzbekistan pursued a cautious approach to market
liberalization under President Islam Karimov, emphasizing economic self-
sufficiency and gradual reform. Kashkadarya Region's foreign trade during this
period was dominated by cotton exports and limited industrial product exchanges
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with neighboring CIS countries, with total trade volumes remaining relatively

modest.

The second phase, from 2001 to 2016, witnessed gradual economic
stabilization and the expansion of trade relationships beyond the CIS. Uzbekistan's
accession to the World Trade Organization as an observer, the establishment of
bilateral trade agreements with various countries, and the gradual liberalization of
foreign exchange markets facilitated increased international economic engagement.
Kashkadarya Region benefited from these national-level reforms through expanded
export opportunities for textile products, agricultural goods, and manufactured
items. The region's foreign trade turnover during this period showed steady growth,
though the pace of integration remained constrained by persistent regulatory barriers
and limited foreign investment inflows.

The third and current phase, beginning in 2017 following President
Sh.Mirziyoyev's election, has been marked by comprehensive economic
liberalization, currency convertibility, and aggressive promotion of foreign
investment. This policy shift has had transformative effects on Kashkadarya's
international economic position, with the region experiencing exponential growth in
trade volumes, significant diversification of partner countries, and substantial
inflows of foreign direct investment. The establishment of free economic zones,
simplification of export-import procedures, and active government promotion of
regional investment opportunities have positioned Kashkadarya as one of
Uzbekistan's most dynamic regions in terms of international economic engagement.

The analytical framework employed in this study integrates quantitative
analysis of trade and investment statistics with qualitative assessment of policy
developments and institutional changes. By examining the temporal dynamics of
Kashkadarya's foreign economic relations, the research identifies key drivers of
regional international integration and assesses the effectiveness of various policy
interventions in promoting trade and investment. The study also considers the

structural composition of the region's exports and imports, the geographic
_____________________________________________________________________________________________________________________________________________|]
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distribution of trade partners, and the sectoral allocation of foreign investment to

provide a comprehensive understanding of the region's evolving role in Uzbekistan's
foreign economic architecture.

Phase One: Transitional Period and Economic Crisis (1991-2000)

The immediate post-independence period represented the most challenging
phase in Kashkadarya Region's foreign economic relations. The dissolution of the
Soviet Union severed established supply chains and distribution networks that had
integrated the region's economy within a vast continental market. Cotton produced
in Kashkadarya, which had been processed and distributed through Soviet central
planning mechanisms, suddenly faced uncertain market access and pricing volatility
on international commodity markets. The region's industrial enterprises, many of
which had been established during the Soviet period to serve union-wide demand,
found themselves without guaranteed markets and facing competition from more
technologically advanced foreign producers.

The economic crisis of the early 1990s manifested in hyperinflation, currency
instability, and sharp declines in industrial production. Uzbekistan's introduction of
the national currency, the sum, in 1994, while necessary for monetary sovereignty,
created additional complications for international trade as the currency was not
freely convertible and exchange rates remained highly volatile. Kashkadarya
Region's enterprises faced significant challenges in pricing exports competitively
while managing import costs denominated in hard currencies. The region's foreign
trade during this period was characterized by barter arrangements, counter-trade
agreements, and reliance on government-to-government protocols within the CIS
framework.

Despite these challenges, the transitional period witnessed important
institutional developments that would later facilitate expanded international
engagement. The establishment of regional chambers of commerce and industry, the
creation of export promotion agencies, and the gradual development of banking
infrastructure capable of handling international transactions laid the groundwork for
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future trade expansion. Kashkadarya's cotton sector, which remained the backbone

of the regional economy, maintained export relationships with traditional Soviet-era
partners while slowly exploring new markets in Asia and Europe. The region's
natural gas resources, developed during the Soviet period, continued to flow through
established pipeline networks, providing a stable source of foreign exchange
earnings.

The geographic constraints of being a landlocked region within a landlocked
country posed significant challenges during this period. Without direct access to
seaports, Kashkadarya's exports faced higher transportation costs and longer
delivery times compared to coastal competitors. The region's reliance on transit
through neighboring countries, particularly for routes to European and Asian
markets, created vulnerabilities related to political relations and transit fee
negotiations. These geographic disadvantages necessitated a focus on high-value,
low-weight export commodities where transportation costs represented a smaller
proportion of total product value.

The policy environment during the transitional period was characterized by a
cautious approach to market opening. The Uzbek government maintained significant
state control over key export commodities, particularly cotton and gold, and imposed
various restrictions on foreign exchange transactions and import activities. While
these policies provided some protection for domestic industries, they also limited
the ability of Kashkadarya's enterprises to engage freely with international markets
and access imported inputs necessary for competitive production. The region's
foreign trade turnover during the 1990s remained relatively modest, with total
volumes estimated at less than 200 million USD annually, reflecting both the
economic crisis and the restrictive policy environment.

Phase Two: Stabilization and Gradual Integration (2001-2016)

The first decade of the twenty-first century marked a period of relative
economic stabilization and gradual expansion of Kashkadarya Region's international
economic relationships. Uzbekistan's GDP growth averaged approximately 7
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percent annually during this period, driven by favorable commodity prices,

particularly for cotton, gold, and natural gas, and the gradual implementation of
market-oriented reforms. The national currency stabilized, inflation moderated, and
the government accumulated foreign exchange reserves that provided greater
confidence for international economic engagement.

Kashkadarya Region benefited from these national-level improvements
through expanded export opportunities and increased investment in productive
capacity. The region's textile industry, which had been established during the Soviet
period, received government support for modernization and expansion, enabling
increased production of yarn, fabrics, and finished garments for export markets. The
government's "localization" policy, which encouraged domestic production of
previously imported goods, stimulated investment in manufacturing facilities
capable of substituting imports and potentially generating export revenues.

The expansion of trade relationships during this period was facilitated by
several factors. Uzbekistan's observer status at the World Trade Organization
provided a framework for understanding and implementing international trade
norms, while bilateral trade agreements with various countries reduced tariff barriers
and established preferential trading arrangements. Kashkadarya Region's enterprises
began participating in international trade fairs and exhibitions, establishing direct
contacts with foreign buyers and suppliers. The region's agricultural sector,
particularly fruit and vegetable production, began developing export markets in
Russia, Kazakhstan, and other CIS countries, leveraging geographic proximity and
cultural familiarity.

Foreign direct investment in Kashkadarya during this period remained
relatively limited compared to other Uzbek regions, reflecting the region's distance
from the capital and the concentration of foreign investor attention on Tashkent and
nearby industrial centers. However, some notable investment projects were
implemented, particularly in the energy and textile sectors. The development of the
Shurtan gas chemical complex and related industrial facilities represented significant
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capital investments with implications for the region's export capacity. Chinese

investment in infrastructure and industrial projects began to emerge during this
period, foreshadowing the more substantial engagement that would follow in
subsequent years.

The composition of Kashkadarya's exports during this period showed gradual
diversification. While cotton and natural gas remained dominant export
commodities, the share of manufactured goods, particularly textiles and processed
agricultural products, increased steadily. The region's export destinations also
diversified, with the share of non-CIS countries in total exports rising from
approximately 15 percent in 2001 to over 30 percent by 2016. This diversification
reflected both the expansion of production capacity in export-oriented sectors and
the gradual relaxation of trade restrictions that had previously constrained market
access.

The regional government's role in promoting international economic
engagement became more active during this period. The establishment of dedicated
investment promotion agencies, the organization of regional business forums, and
the provision of various incentives for export-oriented enterprises signaled a more
proactive approach to attracting foreign partners. However, the overall business
environment remained challenging, with bureaucratic obstacles, inconsistent
regulatory enforcement, and limited access to international financial markets
constraining the pace of integration. Kashkadarya's foreign trade turnover during
this period grew steadily but remained below its potential, estimated at
approximately 300-400 million USD annually by 2015.

Phase Three: Accelerated Integration and Liberalization (2017-2024)

The election of President Shavkat Mirziyoyev in December 2016 marked a
watershed moment in Uzbekistan's economic policy orientation and had
transformative effects on Kashkadarya Region's international economic
engagement. The new administration implemented comprehensive reforms aimed at

liberalizing the economy, improving the business environment, and integrating
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Uzbekistan more fully into the global economic system. These reforms included

currency convertibility, simplification of business registration procedures, reduction
of bureaucratic obstacles, and aggressive promotion of foreign investment.

For Kashkadarya Region, the reform era has been characterized by exponential
growth in foreign trade volumes, substantial diversification of trade partners, and
significant inflows of foreign direct investment. The region's foreign trade turnover
increased from approximately 420 million USD in 2017 to 1,242.4 million USD in
2024, representing a nearly three-fold increase in seven years. This growth has been
driven by multiple factors, including the expansion of existing export-oriented
industries, the development of new production capacities, and the establishment of
new trade relationships with previously untapped markets.

The liberalization of foreign exchange markets in September 2017, which
eliminated the dual-currency system and allowed market-determined exchange rates,
had immediate positive effects on Kashkadarya's international trade. Enterprises
gained greater flexibility in pricing exports and managing import costs, while the
elimination of currency conversion restrictions facilitated international financial
transactions. The region's exporters could now repatriate earnings without
bureaucratic obstacles, improving cash flows and enabling reinvestment in
production capacity expansion.

The government's active promotion of regional investment opportunities has
been a critical factor in Kashkadarya's accelerated international integration. The
organization of international investment forums, such as the "Kashkadarya Invest"
series inaugurated in 2024, has brought together diplomatic representatives, foreign
business leaders, and regional officials to discuss partnership opportunities and
showcase the region's potential. The 2024 forum in Qarshi attracted representatives
from 20 diplomatic missions and over 100 companies from 29 countries,
demonstrating the region's elevated international profile. These events have
facilitated direct business-to-business and business-to-government negotiations,

resulting in concrete investment agreements and trade contracts.
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The establishment of free economic zones has provided important platforms for

attracting foreign investment to Kashkadarya. The "Chiroqgchi" free economic zone,
created in Qarshi, offers tax incentives, simplified customs procedures, and
infrastructure support for export-oriented enterprises. The development of the "Solar
Cluster" within this zone, involving six major projects implemented between 2023
and 2024, represents a significant foreign investment in renewable energy
technology and manufacturing capacity. These zone-based investments have created
new export capabilities while transferring advanced technologies and management
practices to the regional economy.

Kashkadarya's trade partner network has expanded dramatically during this
period. While the region maintained strong relationships with traditional partners
such as Russia, Kazakhstan, and other CIS countries, it has significantly increased
engagement with Asian, European, and Middle Eastern markets. By 2024, the region
conducted trade with over 80 countries, compared to approximately 45 countries in
2017. China emerged as the dominant trade partner, accounting for 25.4 percent of
total trade turnover in 2024, followed by Russia (14.6 percent), the Netherlands (13.2
percent), Turkey (7.1 percent), and Japan (5.6 percent). This geographic
diversification has reduced the region's dependence on any single market and
enhanced its resilience to external economic shocks.

The composition of Kashkadarya's exports has also evolved significantly
during the accelerated integration phase. While textile products, particularly yarn
and fabrics, remain the dominant export category, the region has developed new
export capabilities in agricultural processing, chemical products, and manufactured
goods. The export of fruits and vegetables, particularly to Russian, Kazakh, and
Afghan markets, has grown substantially, with 10,900 tons exported in January 2024
alone, representing a 2.1-fold increase compared to the previous year. The region's
pharmaceutical industry has begun exporting products to neighboring countries,
while the development of the Uzbekistan Gas-to-Liquids (GTL) complex has created

new possibilities for high-value petrochemical exports.
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Foreign direct investment inflows to Kashkadarya have increased substantially

during this period. In the first quarter of 2025 alone, the region attracted 458.1
million USD in foreign investment and credits, representing a significant increase
from previous years. The geographic distribution of investment sources has
diversified, with capital flowing from China, Turkey, Germany, Japan, and other
countries in addition to traditional Russian and Kazakh sources. These investments
have been directed primarily toward manufacturing, energy, and infrastructure
sectors, creating employment opportunities and enhancing the region's productive
capacity.

The institutional framework for promoting international economic engagement
has been strengthened significantly. The Kashkadarya Region Investment and
Foreign Economic Relations Department has been expanded and professionalized,
with dedicated staff responsible for investor relations, export promotion, and
international partnership development. The regional government has established
direct communication channels with foreign business associations and chambers of
commerce, facilitating ongoing dialogue and cooperation. The opening of the
Uzbekistan Trade House, which showcases more than 40 types of industrial products
manufactured in Kashkadarya, has provided a permanent platform for promoting
regional exports in international markets.

Structural Analysis of Foreign Trade

A detailed examination of Kashkadarya Region's foreign trade structure reveals
important patterns regarding commaodity composition, geographic distribution, and
trade balance dynamics. Understanding these structural characteristics is essential
for assessing the region's competitive advantages, vulnerabilities, and potential for
future growth in international markets.

The commodity composition of Kashkadarya's exports reflects the region's
economic specializations and evolving production capabilities. Textile products,
particularly cotton yarn and fabrics, constitute the largest export category,
accounting for approximately 61.1 percent of total export value according to 2021
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data. This dominance reflects the region's historical role as a major cotton-producing

area and the development of downstream textile processing capabilities. However,
the concentration of exports in a single commodity category creates vulnerability to
international price fluctuations and competition from other textile-producing
countries.

Agricultural products represent the second-largest export category, with fruits
and vegetables accounting for approximately 18.1 percent of total exports. The
region's favorable climate conditions, particularly in districts such as Qarshi, Kasbi,
and Koson, support the production of high-quality fruits, vegetables, and dried
products that command premium prices in international markets. The expansion of
modern storage and processing facilities has enabled year-round export of these
products, reducing seasonality constraints and enhancing market access. The
primary destinations for agricultural exports include Russia, Kazakhstan,
Afghanistan, and Pakistan, with growing interest from European and Middle Eastern
markets.

The import structure reveals the region's dependence on foreign machinery,
equipment, and industrial inputs. Machinery and transport equipment constitute the
largest import category, accounting for approximately 40.7 percent of total imports
in 2024, followed by chemical products (31.0 percent) and food products (24.8
percent). This import composition reflects the region's ongoing industrialization
process, with enterprises importing advanced manufacturing equipment, chemical
inputs for textile and agricultural processing, and specialized food products not
available from domestic sources. The high share of machinery imports indicates the
region's commitment to technological modernization and capacity expansion.

The geographic distribution of Kashkadarya's trade has undergone significant
transformation during the study period. In 2021, the region's major trade partners
included Turkey (20.6 percent of total trade), China (19.9 percent), Russia (16.3
percent), Switzerland (8.1 percent), and Kazakhstan (6.2 percent). By 2024, the
ranking had shifted, with China assuming the dominant position at 25.4 percent,
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followed by Russia (14.6 percent), the Netherlands (13.2 percent), Turkey (7.1

percent), and Japan (5.6 percent). This shift reflects both the growing importance of
Chinese manufactured goods and investment in the region and the expansion of trade
relationships with European markets.

The trade balance dynamics reveal persistent structural challenges. While the
region has achieved positive trade balances in certain years, the overall trend has
been toward growing trade deficits, with the deficit reaching 215.4 million USD in
2024. This deficit reflects the high import content of investment projects, the need
for imported machinery and technology, and the relatively low value-added content
of regional exports. Addressing this trade imbalance requires continued efforts to
diversify exports toward higher-value products, increase domestic production of
previously imported goods, and enhance the competitiveness of regional industries
in international markets.

The district-level distribution of foreign trade activity within Kashkadarya
reveals significant spatial disparities. Qarshi city and district, as the regional capital
and industrial center, account for the largest share of trade turnover, followed by
Nishon, Kasbi, and Mirishkor districts. These spatial patterns reflect the
concentration of industrial enterprises, transportation infrastructure, and
administrative resources in specific locations. Addressing regional disparities in
international economic engagement requires targeted investments in infrastructure,
business development services, and export promotion in less-connected districts.

Foreign Direct Investment and International Cooperation

Foreign direct investment has emerged as a critical driver of Kashkadarya
Region's international economic integration, providing capital, technology, and
market access that complement domestic resources and capabilities. The analysis of
FDI flows reveals important trends regarding investment sources, sectoral
allocation, and developmental impact.

Total foreign investment and credits attracted to Kashkadarya have increased
substantially in recent years. In 2024, the region attracted 7,104.4 billion UZS
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(approximately 458.1 million USD) in foreign investment and credits during the first

quarter alone. This represents a significant acceleration compared to previous years
and reflects the region's improved investment climate and active promotion efforts.
The sources of foreign investment have diversified, with capital flowing from China,
Turkey, Germany, Japan, South Korea, and various European countries in addition
to traditional partners.

The sectoral allocation of foreign investment reflects the region's economic
priorities and comparative advantages. Manufacturing industry receives the largest
share of foreign investment, accounting for approximately 38.3 percent of total
investment in fixed capital. This includes investments in textile manufacturing, food
processing, chemical production, and machinery assembly. The energy sector,
particularly renewable energy projects under the "Solar Cluster" initiative, has
attracted significant foreign capital, reflecting global trends toward clean energy
investment and Uzbekistan's commitment to reducing carbon emissions.

Notable foreign investment projects in Kashkadarya include the Uzbekistan
Gas-to-Liquids (GTL) complex, which represents one of the largest industrial
investments in the region and has significant implications for export capacity and
technological development. Chinese investments in infrastructure and
manufacturing have expanded substantially, with multiple projects in textile
production, agricultural processing, and construction materials. Turkish investments
have focused on construction, textiles, and food processing, leveraging cultural and
linguistic affinities between the two countries. German investments, while smaller
in absolute terms, have been significant in technology transfer and high-value
manufacturing sectors.

International cooperation extends beyond commercial investment to
encompass technical assistance, educational exchange, and institutional capacity
building. Japanese cooperation has focused on water-saving agricultural
technologies, with memoranda of understanding between Kashkadarya regional

government and Japanese companies for implementing modern irrigation systems.
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European Union programs have supported regional development initiatives,

including infrastructure improvement and small business development. United
Nations agencies, including the International Labour Organization and the United
Nations Development Program, have implemented projects aimed at enhancing the
region's economic competitiveness and social development.

The region's participation in international economic forums and exhibitions has
increased substantially, providing platforms for networking, partnership
development, and market intelligence gathering. The "Kashkadarya Invest" forum
series has become a signature event, attracting international attention and facilitating
concrete business deals. Regional delegations regularly participate in trade missions
to China, Europe, the Middle East, and other destinations, promoting investment
opportunities and establishing direct contacts with potential partners.

The impact of foreign investment on regional development has been
multifaceted. Direct employment creation has been significant, with foreign-
invested enterprises providing jobs for thousands of local residents. Technology
transfer has enhanced productivity and product quality in recipient industries, while
management practices introduced by foreign partners have improved operational
efficiency. The presence of foreign enterprises has created demonstration effects,
encouraging domestic firms to adopt international standards and practices. However,
challenges remain regarding the depth of technology transfer, the integration of
foreign enterprises into local supply chains, and the distribution of investment
benefits across different population groups.

Institutional Framework and Policy Environment

The institutional framework governing Kashkadarya Region's international
economic relations has evolved significantly during the study period, reflecting
broader national reforms and regional initiatives aimed at facilitating trade and
investment. Understanding this institutional landscape is essential for assessing the
enabling environment for international economic engagement and identifying areas

for further improvement.
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At the national level, Uzbekistan's foreign economic policy has undergone

fundamental transformation since 2017. The liberalization of currency markets,
simplification of customs procedures, reduction of bureaucratic obstacles, and
establishment of free economic zones have created a more favorable environment
for international trade and investment. The government's "Strategy of Actions™ for
2017-2021 and subsequent development programs have prioritized export
promotion, investment attraction, and integration into global value chains. These
national policies provide the overarching framework within which Kashkadarya
Region operates, while allowing significant regional autonomy in implementation.

The regional institutional structure for promoting international economic
engagement centers on the Kashkadarya Region Administration and its specialized
departments. The Investment and Foreign Economic Relations Department serves
as the primary coordinating body for international business activities, responsible
for investor relations, export promotion, and partnership development. This
department maintains regular communication with foreign diplomatic missions,
business associations, and potential investors, facilitating information exchange and
deal-making. The establishment of a "single window" service for investors has
streamlined administrative procedures and reduced bureaucratic delays.

The legal framework for foreign investment has been strengthened through
various legislative acts and regulatory reforms. Guarantees against expropriation,
provisions for profit repatriation, and dispute resolution mechanisms have been
established to provide confidence for foreign investors. Tax incentives, including
reduced corporate income tax rates and customs duty exemptions for imported
equipment, have been offered to enterprises operating within free economic zones
and priority sectors. The region has also implemented land allocation procedures
that facilitate industrial development while protecting agricultural resources.

The role of international organizations and development partners in supporting
Kashkadarya's institutional capacity has been significant. The World Bank, Asian
Development Bank, and European Bank for Reconstruction and Development have
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provided technical assistance and financing for infrastructure projects that enhance

the region’s connectivity and competitiveness. These institutions have also supported
policy reforms aimed at improving the business environment and reducing
regulatory barriers to international trade and investment.

Despite these institutional improvements, challenges remain in the
implementation and enforcement of supportive policies. Inconsistent application of
regulations across different administrative levels, persistent bureaucratic obstacles,
and limited access to international financial markets continue to constrain the pace
of integration. The need for further professionalization of government staff involved
in international economic promotion, enhancement of digital government services,
and strengthening of legal protections for foreign investors represents ongoing
priorities for institutional development.

Challenges and Future Prospects

While Kashkadarya Region has achieved substantial progress in integrating
into the global economy, significant challenges remain that require strategic
attention and policy intervention. Addressing these challenges is essential for
sustaining the momentum of international economic engagement and maximizing
the developmental benefits of foreign trade and investment.

The persistent trade deficit represents a fundamental structural challenge. The
region's imports of machinery, equipment, and industrial inputs consistently exceed
its exports of primary and semi-processed goods, creating a negative trade balance
that requires financing through foreign borrowing or capital inflows. Reducing this
deficit requires a strategic focus on export diversification toward higher-value
products, import substitution in sectors where domestic production is feasible, and
enhancement of productivity in existing export industries. The development of
downstream processing capabilities, particularly in cotton, agricultural products, and
petrochemicals, offers potential for increasing the value-added content of exports.

Geographic constraints continue to pose challenges for Kashkadarya's
international trade. The region's landlocked position necessitates transit through
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neighboring countries, adding costs and logistical complexity to international

shipments. Infrastructure limitations, including road quality, rail capacity, and
border crossing efficiency, constrain the volume and speed of trade flows.
Investments in transportation infrastructure, including the development of
multimodal logistics corridors and modernization of border facilities, are essential
for enhancing the region's connectivity and competitiveness.

The concentration of exports in a limited number of commodity categories
creates vulnerability to international price fluctuations and competition. Cotton yarn,
the dominant export product, faces competition from other major producers such as
India, China, and Vietnam, while price volatility on international commodity
markets affects revenue stability. Diversifying the export base toward higher-value
manufactured goods, technology-intensive products, and services requires sustained
investment in research and development, workforce training, and quality
certification systems.

Foreign investment, while growing, remains concentrated in a limited number
of sectors and source countries. Over-dependence on Chinese investment creates
geopolitical and economic risks, while the limited presence of European and
American investors constrains access to advanced technologies and premium
markets. Broadening the investor base and attracting investment in knowledge-
intensive sectors requires targeted promotion efforts, improvement of intellectual
property protections, and enhancement of the overall business environment.

Environmental sustainability represents an emerging challenge for the region's
international economic engagement. The expansion of industrial production,
particularly in energy-intensive sectors, has implications for air and water quality
that could affect the region's attractiveness for environmentally conscious investors
and consumers. Integrating environmental standards into production processes,
adopting clean technologies, and pursuing sustainable development practices will be

essential for maintaining long-term competitiveness in international markets.
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Looking toward the future, Kashkadarya Region possesses significant potential

for continued expansion of its international economic role. The region's strategic
location along emerging trade corridors connecting China with Europe and the
Middle East positions it to benefit from growing regional connectivity. The
development of the China-Central Asia-West Asia economic corridor,
improvements in trans-Afghan transportation routes, and expansion of regional
railway networks could substantially reduce logistics costs and enhance market
access.

The region's human capital represents another source of future competitive
advantage. Investments in education and vocational training, particularly in
technical fields relevant to export-oriented industries, can enhance labor
productivity and support the transition toward higher-value production. The
development of digital skills and e-commerce capabilities can enable regional
enterprises to access global markets more directly, reducing dependence on
traditional trade intermediaries.

The ongoing policy reforms at both national and regional levels provide a
favorable environment for continued international economic integration. The
government's commitment to further liberalization, improvement of the business
environment, and promotion of private sector development creates opportunities for
expanded foreign trade and investment. Regional initiatives to streamline
administrative procedures, enhance infrastructure, and promote investment
opportunities can build upon national reforms to create a particularly attractive
destination for international business.

CONCLUSION

The analysis of Kashkadarya Region's role in Uzbekistan's foreign relations
from 1991 to 2024 reveals a trajectory of gradual but accelerating integration into
the global economy. From the economic crisis and isolation of the immediate post-
independence period, the region has evolved into a dynamic participant in

international trade and investment flows, with its foreign trade turnover expanding
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nearly seven-fold between 2010 and 2024 and its network of partner countries

expanding from 25 to over 80 nations.

This transformation has been driven by the interplay of national policy reforms,
regional institutional development, and global economic trends. The comprehensive
liberalization initiated in 2017 marked a decisive turning point, creating the policy
environment necessary for rapid expansion of international economic engagement.
Regional initiatives to promote investment, develop infrastructure, and build
institutional capacity have translated national policies into concrete economic
outcomes, attracting foreign capital and expanding export markets.

The structural characteristics of Kashkadarya's international economic relations
reflect both the region's comparative advantages and its ongoing development
challenges. The dominance of textile and agricultural exports leverages the region's
natural endowments and historical production capabilities but also creates
vulnerability to commodity price fluctuations and international competition. The
growing trade deficit reflects the region's import dependence for technology and
equipment, highlighting the need for continued industrial upgrading and export
diversification.

Looking forward, Kashkadarya Region's prospects for continued international
economic integration appear favorable, contingent upon sustained policy
commitment, strategic investments in infrastructure and human capital, and effective
management of emerging challenges. The region's strategic geographic position,
expanding industrial base, and improving institutional framework provide a
foundation for enhanced participation in global value chains and increased
attractiveness for foreign investment.

The experience of Kashkadarya Region offers broader lessons for
understanding the role of sub-national territories in national foreign economic
policy, particularly in landlocked developing countries. The region's success in
leveraging geographic advantages, developing institutional capacity, and adapting
to changing global economic conditions demonstrates the potential for proactive
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regional engagement in international markets. At the same time, the persistent

challenges of trade deficits, export concentration, and infrastructure constraints
highlight the structural barriers that require sustained attention and strategic
intervention.
As Uzbekistan continues its integration into the global economy, Kashkadarya
Region is positioned to play an increasingly important role in national foreign trade
and investment performance. The region's trajectory from peripheral agricultural
zone to dynamic international economic actor illustrates the transformative potential
of comprehensive reform, strategic investment, and proactive international
engagement. Realizing this potential fully will require continued commitment to
economic openness, institutional development, and sustainable growth strategies
that balance economic expansion with social and environmental considerations.
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