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Preface

The Vidting Research Fdlowship in Interngtiond  Economic  Issues and
Devdopment Policy is a programme conducted by the RIS under the Indian Technicd
and Economic Cooperation (ITEC) Programme of the Government of India with the
objective of providing to the officids and sctolars from other developing countries an
opportunity of recalving training in India in specific areas of common interest. Under
the Vigting Ressarch Felowship programme of the RIS the sdected Fdlows spend
about four months with RIS during which they atend specidized courses on sdect
themes in the fidds of economic devdopment and internationd economic reations
and dso work on a sdect theme of research under the guidance of the RIS faculty.
The Vidting Fdlows are dso given an opportunity to nteract with experts in different
fidds

Mr. Abdurahim Okhunov Abduraxmonovich, Senior Research and Economic
Andydg, The Universty of World Economy and Diplomecy, Republic of Uzbekigan,
conducted his reseerch a RIS during FebruaryMay, 2003 as a Visiting Research
Felow under the programme. He dso interacted with officids in the minidries,
government organizations, industry and scholarsin the academic world.

This peper resulted from Mr. Abduraxmonovich's work on “Economic
Cooperation between India and Centrd Asan Republics with Specid Reference to
Uzbekigan” during his say a RIS, under the guidance of Dr. Ram Upendra Das
Fdlow, RIS

An earlier verson of the paper was presented a the Seminar on ‘Deveopment
Cooperation Progpects between India and Other Developing Countries’ hdd a RIS
on May 28, 2003. The Seminar had representation of minigries and government
organizetions, embasses, industry and academics, and the peper benefited from the
feedback.

We are happy to rdlease the research paper of Mr. Abduraxmonovich as RIS
Discusson Peper for contributing to wider awareness about the potentids of
cooperation between India and Uzbekigan. We do hope tha the idess and
suggedions contained in this paper would be found useful both in Inda and
Uzbekigtan.

(Nagesh Kumar)
Director Generd
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I ntroduction

The soverdign and independent Republic of Uzbekigan, located in the middle
of Centrd Ada was formed in the wake of the collapse of the former Soviet Union.
With independence, it became necessay to choose a form of govenment and a
drategy for socid and economic development that would ensure a trandtion to market
relaions.

Devdoping ocountries in generd have integrated ther economies more
intensvely with the world economy with the extensve reforms underteken over the
past two decades. During the 1990s, mogt Centrd Asan economies have undertaken
extensdve reforms to integrate themsdves more intensively with the world economy.

The increesng globa  integration is expected to expand economic
opportunities and adso benefit them from the emerging internationad Specidization,
obviate the condraints on therr deveopment imposed by the sSze of domestic marke,
and absorb spillovers of knowledge and technological  developments teking place in
the rex of the world However, the globdization process has dso thrown many
chdlenges for the developing worlds. The last decade of trangtion for the Centrd
Adan ocountries has dso posed unique chdlenges for them. Another important
phenomenon of the world economy has been the upsurge of regiond cooperation
groupings. It is in this context, that the issue of economic cooperation between India
and Centrd Asaand Uzbekigan in particular has been given the focus in this study.

The dudy is divided into vaious sections Economic devdopment of
Uzbekigan and India are andyzed in Section I. In Section Il a brief profile of the
economic performance of Centrd Asan countries is presented. Indo-Uzbek bilaterd
economic relations are andyzed in Section Ill. A specid empheds is placed in
Sction IV on identifying condraints in cooperaion. Findly, in Section V some
policy recommendations have been made for intendfying economic cooperation
between India and Uzbekigan, which might be rdevat for providing an impetus to

the economic cooperation process between Indiaand Central Adan countries aswell.

Economic Development of Uzbekistan and India
In this Section an dtempt has been made to provide a brief account of the

economic development of Uzbekistan and Indiain recent times.



Economic Development in Uzbekistan

Uzbekigan is a Sovereign Democratic Republic, which was founded on 31
Augugt 1991. The country was cregted as a civic legd dtae founded on the universa
principles of democracy and respect for human basc rights and freedom and socid
judice. The highest deate representetive body is a one-chamber paliament, the Oliy
Mdglis of the Republic of Uzbekigtan, with legidative powers

Having ganed independence peecefully, by a paliamentary resolution,
Uzbekigan chose its devdopment path amed a buldng a free and legd
market based democratic society and cresting adequate living conditions for its
ctizens. Uzbekigan has chosen its own way of devdopment, acknowledged
throughout the world asthe “Uzbek modd” of government and socid congruction.

Snce its ealy yeas of independence Uzbekisan has been deadily
implementing its own sociely reorganization drategy based on the five principles
determined by the President Idam Karimov:

- economy’s priority over politics full de-idedlogization of the economic
reations;

the sate acting as a chief reformer;
- qpremacy of law, induding legidationbased guarantees for foreign
investments,

socid protection for the populaion;
evolutiona character of the reforms.
In its fordgn economic rdaions, Uzbekigan is successfully implementing
the “open door palicy” that isaimed at ensuring:
- Devdopment of trade and economic reaions regardess of the ideologica
principles;
- Equd ad mutudly beneficid  coopersion  both  bilaerd  and
multilateral- based;
Priority of internationd law over naiond law, recognition of the GATT ad
WTO principles and rules as agpplied to the dtage- by-dage liberdization of

the trade regime in the process of integrating into this organization;
- Ressonable trade- off between competition and cooperation;
Provison of the Most Favoured Nation Trestment to countries and individud

foreign investors that bring in up- to- date technology to the country.



Uzbekigan's location in the middle of te Centrd Ada — at the crossroads of
trangport routes linking the East and the West jugt as in ancient times- provides it with
afavourable geopolitical pogtion.

GDP growth of 45 per cat in 2001 was margindly higher that in 2000, which
pushed nationd income to 3 per cent above its pre-indegpendence leve in 1991 (Figure
1). This reflected ressonably srong growth in indugtrid output and in agriculture,
despite continuing drought conditions.

Figure 1 GDP Growth & Gross Domestic I nvestment Ratio,
Uzbekistan, 1998-2001
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The agriculture sector, the largest employer and exporter, recovered after poor
performance in 2000, when the cotton crop was the lowest since independence. The
sector regigered an expanson of 4.5 per cent in 2001, as cotton yidds increased by
nearly 10 per cent.

Growth of indudrid output accderated to 8.1 pet cents in 2001 from 5.8 per
cent in 2000. Production of automobiles surged, mainly as a result of better capecity
utilization a& UzDaewooAuto, a joint venture. Production of naturd gas and ferrous
metals aso rose, while autput of oil and gas condensate decreased.

The fiscd deficit Sayed & 1 per cent of GDP in 2001 (Table 1). The shortfdll
was financed by centra bank credits, the issuance of treasury hills, and proceeds from
the sale of SOEs.



Tablel

Major Economic Indicators, Uzbekistan, 1998-2002 (%)

ltem 1998 1999 2000 2001 | 2002
Rate of growth of GDP 44 44 30 30 30
Fiscd badance/GDP -34 -2.7 -12 -3.3 -
Current account balance/ GDP -08 -01 0.7 21 33
Inflation rate 17.7 291 282 225 220
Money supply (M2)/GDP 28.1 321 27.1 252 | 252
Export growth -18.0 -2.7 -59 94 47
Import growth -22.0 -11.9 -80 35 38
Growth Rate Agriculture 40 59 32 - -

- Not avaladle

Source: Asan Deveopment Outlook 2002

The Uzbek economy peformed quite wel in 2002, The Gross Domedtic
Product (GDP) increesed by 4.2 per cent, the volume of indudrid production
increased by 7.2 per cent, manufacturing of consumer goods went up by 11.5 per cent,
totd agriculturd production up by 45 per cett, voume of retal trade turnover
increesed by 8.3 per cent, and paid services rendered to the public increesed by 12.7
per cent. The budget deficit was only 0.8 per cent of GDP.

In terms of economic reforms, a number of complex measures on further
liberdization of externd, economic and currency policies had been achieved by year
2002. These measures dlowed dgnificant srengthening and increesed  volume  of
fordgn currency transction in cash with Smultaneous drengthening of  nationa
currency. The country pays great importance to the deveopment of private
entrepreneurship, smdl and medium business.

Favourable invesment dimae endbled to atract about $12 billion of foreign
invesments in the economy of Uzbekigan. A tota of 3,800 enterprises were created
with foreign capitd.

I ndustry

Some of the prominent indudries in Uzbekigan are the Automobiles, Aircraft
and Enginegring. After UzZDAEWOO, the Uzbek- South Korean Joint Venture which
was put into operation in 1996, Uzbekigan was induded into the automobile powers



of the world. Since June it has produced more then 250,000 cars worth US$ 25
billion, and in plans to increese its production 1.7 times or to produce 51,400 cars of
“Nexid’, “Tico”, and “Damas’ modds one of micro buses, as wdl as 7,000 cars of
“Maiz’, the new modd. One of the bigges arcraft building plants operaes in
Tashkent viz. “Uzbekistan's Chkalov” Corporation. This enterprise maintains one of
the largest and mogt dgnificant arcraft assembly plants in CIS. The fud industry
acquires great importance in the economy of the country. From the totd reserves of
Centrd Ada, Uzbekigan's share makes up: gas condensate - 74 percent, oil - 51
percent, naturd gas - 40 percent and cod - 55 percent. Uzbekigan is one of the
biggest countries in Centra Ada that produces ferrous metas, engines, tractors and
trales, as wdl as excavaors ec. Devdoping its enginesring potentid, Uzbekistan
now aso produces motors, cable and wire products, excavators, cranes, eevators,
textle and gpimning equipment, and cotton gins The country Specidizes in
agriculturd mechinery.
Agriculture

The agricultural sector is an important ssgment of the nationd economy.
Uzbekigan is one of the mgor producers of cotton fibre with approximady 4 million
tons of cotton growth per year. The country ranks 4™ in the world for cotton fibre
production and is the 2™ largest exporter of cotton fibre. Silk worm cocoons, leather
and karakul indudries are highly developed in Uzbekigan. The country dso ranks as
oneof the best in the CIS for the variety of fruits and vegetables production.

In the course of agriculturd reforms, new economic dructures have been
formed in villages during the years of independence. The share of the non state sector

of the economy was ncreesed. To develop farms is one of the priorities of reforms in

agriculture. Now there are 31,000 farms registered in the Republic.
Natural and Mineral Resources

Uzbekigan is a country with rich minerd resources More than 100 types of
mined depogts can be found in its depths (naturd gas, petroleum, cod, gold,
uranium, slver, copper, lead and zinc, tungsten, molybdenum, etc.). Uzbekigan is one
of the world leaders in terms of its reserves in Gold, Copper, Slver, Zinc and tungsten
asawhole, and ranks 4" in the world for Gold deposits.

Currently producing gpproximately 70 tons of gold per year, Uzbekigan is the
sventh largest producer in the world. The country's nonferrous metds, particularly



gold, dready meke a drong contribution to its export earnings. One of the mgor
foreign investments - Newmont Mining Corporation (U.S) - is in this sector, and is
being caried out in join venture with the State Committee on Geology and the Navoi
Mining Company. This remans the recommended route in whet is one of the most
atractive sectors for foreign investors. Newmont has aso formed a joint venture with
Mitsui (Jgpan) and the Stale Committee on Geology to teke over and invest $200
million in the Angren ming south of Tashkent; the foreign patners would have
mgority shares Western Mining of Audrdia is planing to inves $100 million in a
gndl gold mine in southern Uzbekigan. Currently the worlds fourth largest uranium
producer, Uzbekistan exported nearly $11 million in uranium concentrate to the U.S.
in 1996. Copper production is adso highly devedoped, Uzbekigan wes the third largest
producer of copper in the former Sovie Union. The Omdygq Mining and
Metdlurgicd Works, near Tashkent, processes most of Uzbekistan's copper and zinc,
currently generating gpproximatdy $300 million in copper axd $10 million in znc
exports per yesr.
Oil and Gas

The priority, which the government ataches to the sector and the nature of the
projects being developed, meke it a key focus for internationd finarcid, investment
and contracting interest. Uzbekigtan has the mgor oil and ges fidds of Centrd Ada It
has confirmed resarves of 2 trillion cubic meters of gas and 350 million tons of ail. It
aso accounts for 14% of the potentid hydrodectric resources in Centrd Asa

Uzbekistan aso possesses large deposts of crude oil and gas The country has
large plans for devdopment of the gas extraction industry and production connected
to naturd gas and gas condensate extraction increesed Steadily from 3 to 8 million
tons and gas extraction from 40 to 60 cubic meters. Uzbekistan aso possesses the 2d
largest deposits of cod in Centrd Asa

Uzbekisan possesses a well- devdoped system for trangporting gas, which
conggts of 9 main gas arteries accessing the entire gas pipdine sysem of the CIS and
other counties. The transport system of the country meets al domestic demands.

Uzbekistan possesses subgtantid  hydrocarbon resources, particularly in naturd
gas, where it is among the world's ten largest producers. It became gas sdf-aufficient
in 1985. Uzbekneftegas, Uzbekigan's dae-owned nationd oil and Gas Corpordion

manage oil and gas production.



Banking Sector

The banking sector and financid makets ae dill & an early sage of
devdopment. This is reflected in the low levd of financid intermediation in the
economy. Moreover, the banking sector is highly concentrated, with the larger banks
remaining in the public sector and facing limited competition.
External Sector
Foreign trade turnover of Uzbekigtan rose in 2001 as compared to 2000 by 3.1% and
mede up US$ 64018 million. The foreign trade in 2001 covered more than 130
countries. At thet, the developed countries pat of the trade made up 3.9%, that of
developing countries 30.1%, CIS courtries 35.7%. The mgor trade partners in the
CIS ae Russa — 17.6%, the Ukraine — 5.8%, Kazakhsan — 4.9%. The compaostion of
Uzbek trade are given in Fgures 2 and 3. The mgor export items are cotton fibre,
food suffs, chemicas, plagtics, energy, metas, machinery, services, eic.

Figure 2: Uzbekistan’s Trade Composition: 2001 (%,)?
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The mgor imports ae mechiny and equipments, food duffs chemicds,

ferrous and nonferrous meta's, services, etc.



Economic Development of India

During the 1990s India has embarked upon economic openness which is
reflected in policy reforms in the aress of trade, indudry, invement, exchange rate,
elc. This has entailed reduction in tariff duties remova of quantitative redrictions,
liberdization of FDI polides ddicensng in the indudrid sector, liberdization and
improvement in exchange rae management and s0 on. All these together have been
coincided with a sudained economic growth performance in different sectors of the
Indian economy. However, some of the developmentd indicators concerning poverty,
hedth, education, gender dispaity have shown improvement but less than desired.
Nevethdess, Indian economic devdopment in recent times is naeworthy and a
goecid mention needs to be made in terms of its success on account of a strong
redlience in dtuations when different parts of the world confronted with economic
crissand shocks.

According to data for 2001-02, released by the Centrd Statisticd Organization
(CS0), the Gross Domedtic Product (GDP) at factor cost at congtant 199394 prices
gew a 56 pecent in 2001-02. The pickup in growth of the Indian economy
obsaved in 2001-02 was dronger then what had been initidly anticipated The
monsoon falure, however, afected agriculture severdly, with agriculture and dlied
GDP dedlining by 3.1 percent, as per the advance estimates rdeased by the CSO on
February 7, 2003. This agriculture-pulled decderation in growth, in 200203, cdouds
an acrossthe-board improvement in the growth peformance of industry and services
from 3.3 percent to 6.1 percent, and from 6.8 percent to 7.1 percent, respectively,
between 2001-02 and 2002-03. Indicaions are that, in spite of a severe monsoon
ddfidency, the rebound in growth observed snce 2001-02 ganed momentum in
indusry and services sectors in the current year. Some of the mgor macroeconomic
indicators are given in Table 2 that suggest thet Indian economy has been doing quite
wel on different dimensons such as fiscd baance, current account baance, money
supply, inflation, and foreign trade..



Table2

Major Economic I ndicators, India, 1999-2003 (%)

ltem 1999 2000 2001 2002 | 2003
Rate of growth of GDP 6.1 40 54 6.0 6.8
Fscd badance/GDP -54 -5.7 -5.7 -53 4.8
Current account balance/ GDP -11 -0.6 -05 -10 -15
Inflation rate 33 72 4.7 4.0 50
Money supply (M3)/GDP 14.6 16.7 11.2 140 | 150
Export growth 95 19.6 -10 110 | 140
Import growth 165 7.0 -09 130 145
- Not aalable

Sources Centra Statigical Organization, Nationa Accounts Statisics 2001, Minigtry
of Fnance Union Budget 2002-2003; Resarve Bank of India RBI Annud Report
200001 and 2002, RBI Bulletin, February; saff estimates.

Foreign trade has digplayed dynamism in recent yeas During 1998-99,
exports covered over 9,300 commodities to about 220 countries while imports were
from about 180 countries of over 8,250 commodities Exports cover a wide range of
items in the agriculturd and indudtrid sectas as dso handloom, cottage and
handicraft atides. Project exports which include consultancy, civil congruction and
turn key contracts have dso made a ggnificant progress in the recent years. Computer
software  exports have dso  increesed  dSgnificantly.  Imports  have  increased
subgantidly, bulk of which comprise items like petroleum and petroleum products,
fertilizers, precious and semiprecious sones for export production and capitd goods,
rav  materid, consumables and intermedistes for indudrid production and
technologica upgradation.

Policdes in the pod-reforms peiod have empheszed upon greater
encouragement  and mobilization of nondebt credting private capitd  inflows for
reducing reliance on debt flows as the chief source of externd resaurces.
Progressively liberd policies adopted in this regard have led to increesing inflows of
foreign invesment in the country, both in terms of direct invesment (FDI), as wel as
portfolio invesment. Annud aggregate foreign investment inflows varied between US
$4to 6 hillion during the period 199394 to 2001-02.



. Economic Performance of Central Asan Countries

Cetrd Ada in the traditiond sense indudes Uzbekigan, Kazekhdan,
Kyrgyzsan, Tgikigan, and Turkmenigan. However, invaigbly countries of Southern
Caucasus — Armenia, Azebajan and Georgia are dso counted when it comes to
discusson in a broader context. Together this group of nations conditutes Central
Eurada, as some experts prefer to call it.

During the 1990s the gross domestic product (GDP) fdl by 49 per cet in
Taikigan, 48 per cent in Kyrgyzdan, and 43 per cent in Kazakhdan, with somewhat
gndler contractions, in Turkmenistan (19 per cent) and especidly Uzbekistan (17 per
cent). More recently, these economies have digolayed economic dynamiam in terms of
growth intheir GDP (Table 3)

Table 3
*9

Country 1998 1999 2000 2001
Gross Kazakhstan -19 2.7 96 130
Domestic Uzbekigtan 44 44 40 40
Product Turkmenigan | 5.0 16.0 17.6 16.0

Kyrgyzstan 21 37 5.0 53

Taikistan 53 37 83 10.2

The economies of Centrd Asa grew a 28 percent in 1999, up from the
previous yea's 08 pea cent. Kazakhsan implemented mgor policy adjustments,
induding floating its currency, the tenge Silization of commodty prices and
prudent fiscd policy provided bresthing spece for implementing reforms,  which
heped the economy grow to 1.7 per cet in 1990, compared with a 1.9 per cent
contraction the previous year. The Kyrgyzdan is economy was in the middle of a
mgor fiscd and financid adjustment process, but the GDP growth rate in 1999 was
36 per cent, up from 21 per cent in 1998. Uzbekidan, the country with the largest
population in Centrd Asga, is following its own gradud reform program. Foreign
exchange cotrols the country’s policy of sdf-sufficiency, and rudimentary financid
markets dl impede more rgpid economic progress. GDP growth in 1999, & 4.4 per
cent, was the same rate recorded in 1998.
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Inflation in Central Asan Countries

The currencies of Kyrgyzsan and Tgikidan were rdaivey dable in 2001
owing to drong economic growth and tight monetary policies A large inflow of hard
currency from gas exports hdped to dabilize the exchange rate of the mana in
Turkmenigan, dthough the multiple exchange rate sysem remained in place in 2001
Uzbekigan introduced of policy messures to reax currency control for both foreign
invesors and naiond businesses in 2001 in order to liberdize the foreign currency
market gradudly. Among these were the abolition of tax on repatriated hard currency
earnings and the exemption of SMEs from the surrender rate. While foreign investors
could convert their profit from Uzbek sums to into the hard currencies a the new
exchange rate without paying the 5 per cent commisson, exporters gill had to sl a
minimum of 50 per cent of thar hard currency earning to the Government. Uzbekistan
thus continued to rely on the multiple exchange raie sysem, and the exchange rate of
the sum was adjused downwards from 433.7 to 6809 to the Ddla in November
2001. However, the sum did not become fully convertible in 2001, as had been
planned.

[1. Indo-Uzbek Bilateral Economic Relations

The vist of the Presdent of the Republic of Uzbekisan H.E. Mr. Idam
Kaimov to India in Augus 1991 was fundamenta in devdopment of Trade and
Economic  Co-operation between Uzbekigan and India The second officid vist of
the Presdent of Uzbekigan H.E. Mr. Idam Kaimov to India in January 1994 gave a
new impact to the Uzbek- India Trade and Economic Reaions In May 2000 the third
officd vigt of the Presdent of Uzbekigan H.E. Mr. Idam Kaimov to India was
hed, when the Uzbek Minidry of Foregn Economic Rdations and Confederation of
Indian Industry dSgned the Memorandum of Underdanding and Co-operation. Also
basc agreements regulaing externd economic reations between the economic
entities of the Republic of Uzbekisan and the Republic of India were dgned. On 24
May, 1993 the government of the Republic of Uzbekisan and the Republic of India
sgned an agreement on Trade and Economic Co-operation, which edtablished the
Most Favoured Nation Trestment in trade between the two countries.
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The agreement signed between the governments of the Republic of Uzbekistan
and the Republic of India on May 18, 1999 on promotion and mutud protection of
investments, creeteslega base for development of mutua investment process.

On Jy 1993 in Ddhi the fird sesson of the Uzbek- Indian Joint
Intergovernmental Commisson on  Trade- Economic, sdentific and Technologica
Cooperation was hdd. The Second Sesson was hed in November 1994 in Dehi, the
Third Sesson in Mach 1996 in Tashkent, the Fourth Sesson in February 1999 in
Dehi. A Meding with the members of the Federation Indian Chambers of commerce
and industry (FICCI) was dso hed and an Agreement on cregtion of Joint Business
Committee between Chamber of Commodity Producers and Entrepreneurs of the
Republic of Uzbekigan and Federation of Indian Chambers of Commerce and
Industry and Associated Indiawas signed.

I ndoUzbek Joint Commission

It was decided to edtablish an Indo-Uzbek Joint Commisson during the vist
of Prime Miniger Narasmha Rao to Uzbekigan in 1993. The Frs sesson of the
Indo-Uzbek Joint Commisson was hdd in New Ddhi between 27th-28th July 1993.
EAM and the Uzbek sde by Deputy Prime Minister Miryakubov led the Indian Sde
At the end of the Joint Commisson mesting, agreements were sgned on cooperdion
in stence & technology, tourism, avoidance of double taxdion and a protocol on
cooperdtion between the Foreign Ministries The second sesson of the Indo-Uzbek
Joint Commisson was hdd in New Dehi on 22nd November, 1994. The Uzbek
Deputy Prime Minger, Utkir Sultanov and the Union Commerce Miniger of India led
the respective ddegations. An Indo-Uzbek credit agreement for the utilization of the
second credit line of US $ 10 million was dso sgned. An MOU was sgned which
ewvisaged closer interaction between government agencies in Specific  sectors
induding trade & economic cooperation, banking, technicd education etc. Two sub-
commissons, on trade and commerce and S&T, were condituted to address specific
issues in these areas of interest and remove bottlenecks. The third sesson of the Joint
Commisson ds took place during Indian Extend Affars Minige’s vist to
Tashkent in March 1996. The 4th meeting of the Indo-Uzbek Joint Commisson was
held in New Ddhi on 1819 February 1999.



Indo— Uzbek Bilateral Trade Relations

The growth of trade turnover was connected both with growth of export of
goods from Uzbekigan to India and with increese of imports of necessary raw
materids and other goods from India In comparison with 1992, trade turn over hes
increased by 12 times in 2000. The exports have increesed by dmost 10 times and
imports by dmost 15 times. In 2001, totd trade turnover between the two countries
was US $ 19.98 mn., with exports of US $ 10.52 mn. and imports of US $ 9.46 mn.

The mgor exports from India are pharmaceuticds, tea, plant and machinery,
aurgica items and savices (which includes payments for technology trandfer by
Indian joint ventures). On the other hand, export of commodities from Uzbekigan
induded non-ferous metds, mechinery and equipment, and agriculturd  produce.
However, more than 95% of Uzbekistan's exports to India are shown as ‘Savices in
the figures published by the Uzbek authorities This needs atention in terms of
harmonizing the trade statistics between the two countries.

Joint Ventures

At present there are some Indian joint ventures in Uzbekigan. Fve of them ae
in  pharmeceuticals sector. The fird IndoUzbek joint venture, which darted
production was ‘East Butterfly’ for the manufecture of dainless sted kitchenware.
The joint ventures in phamaceuticd sector, which are dready operdiond ae
Surkhan-Ajantha Pharma Ltd., Core Pharmsanoa Ltd, Gufic-Avicenna Ltd. and
Reddy Phamed Ltd. One more joint venture of Rusan Phama Ltd. is 4ill in the
initidl dage A joint venture is beng st up by Premier Explosves Limited,
Secunderabad with M/s. Navoiazot in Nukus for manufacture of indudrid explosives
and detonators.  In condruction sector, M/s Taa Projects Ltd. completed the
condruction of a modern hotd (Hotd LeMeridien) in Tashkent during 1996. Another
Indian company M/s Larson and Toubro have condructed two hotds, one eech in
Samarkand and Bukhara
Uzbek- Indian Centre for Promotion for Scientific and Technological Cooperation

The Uzbek Indian sdentific and technologicd interaction is based on the
intergovernmental  Agreement on cooperation between the two countries in the fidd
of stience and technology which was sgned on the 29" of July 1993 in New Ddhi.
The “Uzbek-Indian Center for Promotion” was st up in 1994, for practicd ad
successful redlization of joint scientific and technologica programs.
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The co-ordinators of the Centrés activity are the State Committee of the
Republic of Uzbekigan for Science and Technology (SCST) and Depatment of
Sdence and Technology (DST), Minidry of Science and Technology, Government of
Inda The Centre dso caries out the adtiviies in the priority directions of
co-operation, determined by the SCST and DST, such as agriculture, medicine,
pharmacology, ecology, computer science (induding software for computer), physcs,
energy scences (including solar  energy), theoreticd problems of scdence and
technology etc.

The Working Program of Co- operation between SCST and DST sgned in
Uzbekigan in May, 1998 dlows to expand the exchange of expets between two
countries.

Cooperation in thefield of solar energy

The Uzbek Indian Program of co operation on solar energy is based on the
expaience of solar power inddlations and provides the redizaion of joint scientific
researches, experiments ard enginering works on the development and congtruction
of Solar Furnace in India with the hep of Uzbek experts. Executives of the program
ae the Inditute of Materid, Academy of Science of Uzbekigan, and Internationd
Center of Power Metdlurgy and New Materias (ICPMNM) in Hyderabad.

The co-operation under the program is caried out in the direction of joint
research of physica properties of high-temperature and especidly cean maerids and
devdopment of gmila materids on the Lage Sola Furnace of the Inditute of
Materid. In 1999, the solar furnace with a concentration diameter of 2 meters and
with power of 1.5 kwt, developed by the Inditute of materid, was handed over to the
ICPMNM, for the devdopment of sdentific-technologicd works in India in the fidd
of sola power, on a complimentary bass. The planned works have been completed,
firg trid smdting of materids was caried out and the origind sysem of materid
presenting was devel oped.

Cooperation in the field of medical dectranics, application of lasers in medicine
and devices of exhaust gases control

As the result of fruitful cooperdtion in the given area, two Uzbek- Indian centers
of laser thergpy, eguipped with medicd devices, developed by Uzbek scientists, were
edablished in Dehi and Indore. At present, the cooperation in the area is directed a
the devdlopment of a new generaion of medicd devices with increased efficiency for
dissese trestment. Within the framework of the Program on gpplication of laser
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radigion in medcine the portable computerized cardiogrgph  with  three- channd
regigration of dgnds was created. The device for radiation and control of condition
of active points of human body and trestment of chronic diseeses by methods of
reflex- therapy has been devel oped.

Cooperation in the field of agriculture

There has been cooperaion in the fidd of development and improvement of
technology of cultivetion of rice by a gorout way and it has been generated and
executed. A complex set of materids on technology ad the technique of sprout way
and two hand-operated mechanisms of rice sprouting for gpplication in the fidd
experiences in Uzbekigan were handed over by the Indian dde on the complimentary
bass At preset the concerned Uzbek agencies ae carying out large- scde
expaiments on goplication of the new technology in a number of regions in
Uzbekigan. The patner links between the Inditute of Plants Protection of Uzbekistan
and Centrd Inditute of Cotton Growing of India were established in order to conduct
jont sudy of gpplication and practice of biologicd methods of plants protection.
Within the framework of the given program the scientigs of the two countries have
exchanged the new effective methods of plants protection without the use of chemicd
preparations.

In the framework of exchange of expeience and sciettific- technicd
information two seminars were hdd: in 1996 in Tashkent on advanced technologies,
and in 1999 in India on agriculturd research. The issues of mechanization of cotton
growing, rice growing and gardening were discussed in the seminars. As a result the
recommendations for development of cooperdtion in such aress as materid, power,
lasr  technologies, rice and cootton growing, gadening, soil-growing and
agro-chemidry, irrigation, genetic fund of plants, genetic researches were developed.
The given recommendations became the basis for redization of a number of mgor
joint projects.

Cooperation in the field of information technologies

Within the framework of the program on joint devdopment and the
introduction of computer training programs to the education sysem, an agreement
was reeched on sudy of prospects of gpplication in Uzbekigan of the experience of
the Indian Sde for the organization of computer courses in vaious leveds An

intendve exchange of experts between the two countries has been caried out and
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training and retraining courses of expects were organized. Courses were organized on
information technologies, automation, management and other disciplines. In 1999,
oecid courses for the enterprises in village didricts for the chiefs of regiond
scientific and technica Centers of Uzbekistan were aso organized.
Posts & Telecommunications

India and Uzbekigan sgned an Agreement on Bilaterd Cooperation in the
fiedd of Posts and Allied Matters in January, 1994. A Joint Committee was condtituted
in 1996 to implement the aove Agreement. The fird meding of this Joint
Committee was hed in New Ddhi in January 2001, when the two Sdes discussed
cooperdion in mal trangmisson, EMS, imbdance rate and other terms etc. During
the vidt, the Uzbek dedegaion dso hdd tdks with the Teecommunications
Conaultants India Limited (TCIL) regarding counter computerizetion project and
saving bank automation of Uzbek Pogs At present TCIL and Depatment of Pods
ae jointly implementing the two pilot proedts in Tashkent dty
(http:/Avww.meadev.nic.in).

V. Congraintsin Cooperation

An dtempt has been made here to identify certain congdraints in Cooperation
between India and Centrd Asan Countries in generd. However, in so doing,
prospects for India-Uzbekistan economic cooperation has been given a specid focus.
Some of the obstacles are discussed and andyzed briefly below.
A Late Starter

Given the fact tha mog of the Centrd Asan Countries have embarked upon
adoption of marketorientation policies more intensvely during the 1990s acts as an
important condraint in furthering ther economic reations with other countries of the
globe. This one dingle fact that a country like Uzbekigan is dill in the phese of
trangtion towards reativdy more market-based economic policies acts as a mgor
hindrance in fostering economic cooperaion with India Some of the notable specific
problems are in the redms of pricing policies, exchange rate management, banking
practices, etc.
Information Gap

Information gep between India and Centrd Ada and more specificdly India
and Uzbekigan acts as a mgor barier for economic cooperation initidives. It hes
been found that the trade and business community in India does not possess adequate
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informetion about Uzbekigan which is necessay for making economic decisons.
This is one important condraint due to which trade and invesment flows between the
two countries have remained rather limited. The study hes discovered that the extent
of information gep is vay lage in a much a Indian trading community does not
have even an authentic trade directory of busnessmen in Uzbekisan. Smilar Stuation
do exigs in Uzbekigan and it must be highlighted that whatever informetion the
business community in Uzbekistan has about Indian business sector is not upto-date.
Lack of Information Technology Infrastiructure

Centrd Adan Republics in generd and Uzbekigan in particular suffer from
one mgor bottleneck coming in the way of promating economic rdations with India
and that is nonavalability of adequate information technology infragtructure. Due to
this factor information exchange, dissmination, andyss, market survey dudies and
findly policy and economic decisons are hindered.
Economic Research Capability

Snce the economies ae in the phase of trangtion towards market paradigm
the newer marketbased economic conceds ae often not understood dealy in
Centrd Ada and Uzbekigan in paticular. Thus lack of economic research cgpability
in the era of trandtion emerges as yet another obstacle for intensfied economic
relations. Economic research is dso condrained due to lack of adequate datitics and
reseserch materid which in turn hampers the economic policy making process itsdf.
This is another important reason for low trade and economic reations between
Uzbekistan and India
I nadequate Banking Facilities

Interactions with business community in India have brought to the fore the
need for improving the banking fadlities in Uzbekigan epecidly in the redm of
trade finance One common complant from the Indian busness community is in
tems of overdues and insecurities with respect to trade relaed payments and
repatriation of profits The inadequate banking fadilities in a country like Uzbekigan
has dso comein the way of their interactions with their counterpartsin India
Exchange Rate Management

As highlighted above, snce Centrd Adan Countries have been laer darters
with respect to economic reforms, exchange rate management poses a mgor chdlenge
to the policy makers. This is one dimenson which has important bearing on the trade
and economic relations between Uzbekistan and India
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Currency Non-convertibility

The issue of currency non-convertibility has dso been cited as one of the
severd condraints acting upon Indo-Uzbek bilaterd economic rdaions in particular
and Centrd AsSa-India economic cooperdtion in generd. However, this issue has
implications for the macrolevd policy in Uzbekigan and it is linked to its overdl
devdopment drategy. Neverthdess, it would be pertinent to address this issue a the
bilaterd policy leve a least to the extent posshle
Transport Bottlenecks

This is a mgor problem for a country like Uzbekisgan which is in the centre of
the Centrd Asian region. Apart from the transport bottlenecks imposed by the level of
devdopment itself, this country faces specid problems rdating to its land-lockedness.
There is an urgent need to tackle this problem to provide an impetus to the Indo-
Uzbek bilaterd trade and investment cooperation.
Insufficient Travel Links

Inadequate travel links between India and the Centrd Adan region is
conddered as another mgor condraint in furthering the cooperation levels between
the countries under question.
Sngle-entry Visa

Snge-entry visa for Indian busnessmen in Uzbekigan is yet another obgtecle
for doing busness not only in Uzbekigan but dso other Centrd Asan countries. An
andyss of the gtuation suggests that a provison of multkentry visas would do away
with the condraint of accessng these countries for initigting trade and joint venture
initigtives. 1t would hdp the busness community to regp the economies of travd into
the region and fadlitate making Uzbekigan a hub for economic activities across the
Centrd Asan region.

The above-mentioned condraints are some of the mgor ones tha have been
identified during the course of this study. Addressing these concerns would contribute
to the economic cooperation initiatives between India and Uzbekigan as wel as the
Centrd Adan Republics.
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V. Policy Recommendations

Agang the background of the Study, more spedficdly, in the backdrop of the
condraints that have been identified the following policy recommendaions could be
taken note of for improving the bilaterd economic rdations between India and
Centrd Adaon one hand and Indo-Uzbek economic partnership on the other.

1 Conducting a Feeshility Study on Centrd Aga-India Economic Cooperation
Agreement in generd and Uzbekiganindia Free Trade Agreement in
particular.

2. Sgning of an MoU between Trade Point in India and Competent Inditution in
Uzbekigtan.

3. Condiitution of an Expet Group to Sudy the Posshilities of India Providing
Technicd Advice to Uzbekigan on Centrd Banking Functions and
Commercid Banking Operdions. Specid atention needs to be given to the
issue of currency convertibility in Uzbekigtan.

4. Increesing  Inter-governmentd  Exchange of Technicd Experts Rdating to
Science and Technology Projects amed at Economic Devel opmerntt.

5. Initiating Joint Ventures in the Aress of Cotton, Textles and Garments
Automohiles, Bicydes, Food Processing, Telecommunications etc.

6. Cooperation in the Area of Sevices such as Daabase Credtion and
Dissemination, Consultancy Services, Infragtructural Services, €ic.

7. Condderation of Multi-entry Visa provison in Uzbekigan in order to make it
awindow to other Central ASan countries.
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