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Abstract: Central Asia represents a promising yet complex investment landscape
characterized by emerging markets, rich natural resources, and strategic geopolitical
positioning. However, potential investors face challenges such as political instability,
regulatory opacity, and infrastructural deficits. This paper proposes a comprehensive
data-driven model to assess the investment potential of Central Asian countries, with a
detailed case study of Uzbekistan. The model combines multiple quantitative indicators
to generate an investment risk score, aiding investors in making informed decisions.
The findings underscore the utility of this method for guiding foreign direct investment
(FDI) strategies and regional economic development.
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1. Introduction

The Central Asian region, comprising Kazakhstan, Uzbekistan, Kyrgyzstan, Tajikistan, and
Turkmenistan, has attracted growing attention from global investors. Its vast natural resources,
youthful demographics, and gradually improving business environments create attractive
opportunities. Despite this, the region presents unique challenges — ranging from political
uncertainty to infrastructural bottlenecks and varying regulatory standards — which complicate
the investment landscape.

Foreign direct investment is critical for economic growth and diversification in Central Asia.
However, to optimize investment returns and mitigate risks, investors require robust, data-backed
tools to evaluate country-specific conditions. Traditional qualitative risk assessments, though
valuable, often lack transparency and consistency, leading to suboptimal investment decisions.

This study develops a data-driven quantitative model to score and compare investment risks
across Central Asia. The model integrates economic, political, and social indicators into a
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composite index, providing clear metrics to guide investors. Uzbekistan serves as a focal case
study due to its dynamic reforms and rising investment inflows.

2. Literature Review

Investment risk evaluation is a well-established field incorporating various dimensions —
political, economic, social, and infrastructural. The World Bank's Ease of Doing Business Index
(World Bank, 2020) and Transparency International’s Corruption Perceptions Index (CPI) are
widely used benchmarks but often assessed separately.

Recent research advocates for composite indices combining weighted indicators for more holistic
analysis (Gordon & Gupta, 2019). These indices enable quantitative comparisons and better
alignment with investor priorities. However, many existing models overlook Central Asia’s
distinctive political and economic contexts, including its transitional economies and governance
challenges.

This study builds on these foundations by customizing indicator selection and weighting for
Central Asia, incorporating updated data and expert insights to improve accuracy and relevance.

3. Methodology
3.1 Data Sources
Data for the year 2023 were collected from international databases and government sources:

» Economic indicators: GDP growth rate (%), inflation rate (%), FDI inflows (USD million)
— World Bank, IMF.

» Governance indicators: Political Stability Index, Rule of Law, CPI — World Bank
Governance Indicators, Transparency International.

» Business environment: Ease of Doing Business ranking, Infrastructure Quality Index —
World Bank, Global Competitiveness Report.

3.2 Indicator Normalization

To ensure comparability, all indicators were normalized on a 0-100 scale. For positive indicators
(e.g., GDP growth, infrastructure quality), higher raw values correspond to higher normalized
scores. For negative indicators (e.g., inflation, corruption), the scoring was inverted.

3.3 Weighting Scheme

Weights were assigned based on expert consultations and prior literature (Table 1). The rationale
prioritized political stability and corruption perception as major risk factors for investors in
emerging markets.

Table 1: Weights Assigned to Investment Indicators

. Weight e .

Indicator (%) Justification

GDP Growth Rate 20 Economic dynamism attracts investors
Inflation Rate 15 Price stability reduces uncertainty
CorrUpt'?Q dPeirceptlons 20 Corruption directly impacts business
Political Stability Index 20 Stability ensures investment security
Infrastructure Quality Index 15 Infrastructure is key to operational efficiency

Ease of Doing Business 10 Reflects regulato_ry and administrative

environment
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3.4 Composite Score Calculation
The composite investment risk score SSS for each country is calculated as:
S=Yi=InwixIliS = \sum_{i=1}*n w_i \times I iS=i=1) nwixli

where wiw_iwi is the normalized weight of the indicator and lil_ili is the normalized indicator
score.

4. Case Study: Uzbekistan

4.1 Context

Uzbekistan is undergoing extensive economic and governance reforms, aiming to improve its
attractiveness for foreign investors. The government has prioritized anti-corruption measures,
business deregulation, and infrastructure development.

4.2 Data Overview and Normalization
Table 2 presents Uzbekistan’s raw indicator values for 2023 and their normalized scores.

Table 2: Uzbekistan’s Investment Indicators (2023)

Indicator Raw Value Normalized Score
(0-100)

GDP Growth Rate (%) 5.3 75
Inflation Rate (%) 13.2 58
Corruption Perceptions Index 40 (out of 100) 40
Political Stability Index -0.3 (World Bank) 48
Infrastructure Quality Index 57 (out of 100) 57
Ease of Doing Business Rank 69 (out of 190) 64

4.3 Composite Score Calculation
Applying the weights yields Uzbekistan’s composite investment risk score (Table 3):
Table 3: Weighted Scores and Composite Score for Uzbekistan

Indicator Weight Normalized Wei_ghted Score
(%) Score (Weight x Score)
GDP Growth Rate 20 75 15.0
Inflation Rate 15 58 8.7
Corruption Perceptions 20 40 8.0
Index
Political Stability Index 20 48 9.6
Infrastructure Quality 15 57 8.55
Index
Ease of Doing Business 10 64 6.4
Total 100 — 56.25

A score of 56.25 indicates moderate investment potential with room for improvement, particularly
regarding corruption and political stability.

5. Discussion
5.1 Implications for Investors

This model enables investors to quantitatively compare Central Asian countries based on relevant
risk factors, facilitating evidence-based decisions. Uzbekistan’s moderate score reflects its
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ongoing reforms but also highlights persistent challenges, such as governance and inflationary
pressures.

5.2 Policy Recommendations

For Uzbekistan and similar countries, improving governance and reducing corruption are
paramount to enhance investment appeal. Strengthening infrastructure and further deregulating
business processes will also contribute positively.

5.3 Model Advantages and Limitations

The proposed data-driven model offers transparency, comparability, and adaptability over time.
However, it relies on the accuracy and timeliness of underlying data. Furthermore, qualitative
factors like geopolitical risks or social unrest may require complementary analysis.

6. Conclusion

This study presents a robust quantitative framework for assessing investment potential in Central
Asia, with Uzbekistan as a detailed example. By integrating multiple economic and governance
indicators, the composite risk score supports more informed FDI strategies. The approach
encourages data-driven policymaking and investor confidence, ultimately contributing to
sustainable regional economic growth.

Future research can extend this model to sector-specific assessments and incorporate real-time
data analytics for dynamic monitoring.
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