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I would like to briefly dwell on the notion of active entrepreneurship. This is a 
direction in the economy, where business activity is organized on the basis of innovative, 
modern approaches, advanced technologies and management methods. Only a state 
that relies on a new thought, a new idea, an innovation. Innovation means the future. If  
we begin today to build our great future, we must do this primarily on the basis of 
innovative ideas, an innovative approach.*

Shavkat Miromonovich Mirziyoyev 
President o f the Republic o f Uzbekistan

From the President Shavkat Mirziyoyev's Address to the Parliament of the Republic of Uzbekistan
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In Lieu of Preface

The recent conference «Central Asia: Shared Past and Common Future, 
Cooperation for Sustainable Development and Mutual Prosperity», (Samarkand, 
November 10-11, 2017), was an important step for the region and the globe. This 
high level conference was convened by Uzbekistan’s President Shavkat Mirziyoyev in 
conjunction with the United Nations and with the cooperation of the other 
Central Asian nations. Two themes for the conference addressed water as a 
sustainable resource, on one hand, and regional security, on the other. These two 
themes were tightly interwoven, as it was recognized that there can be no 
regional security in the midst of an unfolding ecological and/or climate crisis. And 
without an agreement on security, finding common ground on water would be 
challenging.

Discussion of security was possibly the easier of the two topics, as there is 
a strong common desire to see extremism kept from the region and the 
instability of Afghanistan from spilling north. O f greater complexity is the 
geopolitical battle for the region being played out by the Chinese, the Russians 
and the Iranians. The right moves on this geopolitical playing board may prove to 
be the wrong moves for long term sustainability. Caution is demanded.

The issue of water is more challenging because, left to their own national 
thinking, each nation would maximize its use of the two principal rivers of Central 
Asia in pursuing its own development and needs. However, the unfinished 
challenge of addressing one of the earth’s largest ecological catastrophe’s, the 
desiccation of the Aral Sea in little over fifty years, reminds all of the scale with 
which mistakes can be made, the extent and speed of damage caused, and the 
resulting difficulty of recovery. The stage is set for a classic zero sum “Tragedy of 
the Commons” in which national or corporate greed destroys the resource for 
all.

That the nations involved in this complex situation have previously seen fit 
to cooperate in the International Fund for the Aral Sea (IFAS) and have created a 
nuclear free zone sets the stage for negotiating a series of new agreements aimed 
at water security and addressing the Aral region. The conference was a high level 
diplomatic event that advanced this cooperative framework impressively. It was 
thus impressive to see Foreign Ministers and a President, top heads of UN  
agencies and other high level participants dedicate themselves to a common 
agenda of mutual benefit.

I was deeply honoured to be asked to speak at the event. My effort to 
interject the concept of Bioregionalism into the discourse offers an alternative



frame for approaching this ecologically frail region. W hile negotiations over 
mutual compromises proceed, the one thing that cannot be compromised is the 
restoration of ecological health to the region. Bioregionalism is a framework for 
thinking about the health of the whole, multi-river system.

As we look back on this event, it is my hope that it will be seen as a 
watershed moment, both in the sense of opening new and higher levels of 
constructive cooperation in the region and in the sense of recognizing the fragile 
yet vital components of a healthy and fully functioning bioregion that must be 
preserved, restored, respected and nurtured.

Michael R. Edelstein, Ph.D
Director o f the Institute for Environmental Studies 

Ramapo College o f New Jersey, USA
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1
On Specifics of National Interests & Economic Security

Ulugbeck A. Khasanov, PhD
Contemporary Conflicts & Regional Security Study Lab.,

University o f World Economics & Diplomacy

The economic security is a relatively new problem for Uzbekistan. Firstly, 
before disintegration of the Soviet Union the issue about Uzbekistan's 
independent economic subject was not on the agenda at all and, accordingly, the 
problem of its economic security did not come up. Secondly, this problem in 
principle requires new approaches because not only Uzbekistan and its situation 
in the world, and also the world itself have changed.

In current unstable and fragile situation in the W orld  many nations try to 
adopt themselves to a changing economic environment and shape different 
protecting measures to stay resistant. These issues are clearly reflected in 
structural reforms defined in the Strategy o f Actions 2017-20211 and by Uzbek 
President Shavkat Mirziyoyev during his speech in the International Conference 
«Central Asia: Shared Past and Common Future, Cooperation for Sustainable 
Development and Mutual Prosperity», (Samarkand, November 10-11, 2017)1 2. 
Primarily such urgent steps supposed to make any economy flexible and resilient.

Today, the world is such that the interdependence of states in it has 
assumed practically an all-encompassing character. Frankly, the problem of 
economic security is generated first of all by such interdependence. This process 
carries not only benefits and profits, but it is fraught with great potential threats 
for the security of states, especially of the states of the so called average level, 
whose economy largely hangs on export, import, financial, raw material and other 
ties with the external agents. This means that serious failures or crisis among 
foreign economic partners immediately create serious threats to the economic 
security of own country. W e  still remember the case of the foot-and-mouth 
disease occurred in late 90-th in Europe and which brought to the brink of

1 Uzbekistan's Five-Area Development Strategy for 2017-2021 // Tashkent Times // August 2, 2017 // 
http://tashkenttimes.uz/national/541 -uzbekistan-s-development-strategy-for-2017-2021 -has-been-adopted- 
following-
2 Speech of the President of Uzbekistan Shavkat Mirziyoyev at the International Conference «Central Asia: One 
Past and a Common Future, Cooperation for Sustainable Development and Mutual Prosperity» in Samarkand // 
November 1 1,2017 // http://mfa.uz/en/press/news/2017/08/13142/

http://tashkenttimes.uz/national/541
http://mfa.uz/en/press/news/2017/08/13142/


disaster the meat and dairy production not only in UK, but also threatened the 
same kind of production in many other countries of the world. These are special 
cases and they are very indicative and symptomatic for the contemporary of 
interdependent world. The same can also be said about raising the U.S. tariffs on 
export of metallurgical products in early 2002, which created a tough conditions 
in the metal industry of many countries causing sharp protests and bankruptcies in 
related sectors of their economies.

The problem of economic security in general is specific by itself, but as such 
it substantially differs from the problem of military and political security. The 
maintenance of economic security cannot be achieved by military force, quite the 
contrary, the military instrument of political system under certain circumstances 
may serve as a threat to economic security in general. Such is also approximately 
the role of the state in maintaining economic security: given the excessive state 
interference in the economy cannot strengthen, but on the contrary, weaken the 
economic security of one’s own country.

In each certain case it is necessary, we believe, to take into account the 
definite circumstances, in which the economic development of any country takes 
place. For Uzbekistan, on the one hand, and Taiwan and South Korea, on the 
other, these conditions are different, hence a different role of the stated and the 
extent of its controlling role in the sphere of economy in the comparable 
countries. However that may be, the regulatory role of the state was and remains 
not only a factor of reduction of the crisis phenomena in the economy of 
Uzbekistan, but also may foster further development.

The problem of ensuring the national economic security in Uzbekistan 
takes place today in the conditions when (1 )  the era of production in the 
industrially developed countries is over in principle and that leads to the relative 
reduction of demand on the products of the mining and traditional branches of 
industry, which make up the foundation of Uzbekistan’s exports; (2 )  the country’s 
closed geographic location is a certain obstacle in the way of its emerging to the 
world economy; (3 )  the continuing deep intermingling and interdependence of 
the national economic complexes of the former soviet republics serve not only as 
a certain barrier in the way of their isolated integration into the world economy, 
but also to large extent locks the problem of maintaining their economic security 
by regional relations.

Here one should take into account the fact that the countries of the W est 
possess a high degree of autonomy provided by the advanced level of technology, 
considerable natural resources and a vigorous economic system. The main part of 
the economic ties of these countries is locked by each other. The independent
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states which emerged on the Ex-Soviet territories play for them primarily the role 
of suppliers of raw materials and a sales market for second rate or obsolete 
products for the developed countries. In this sense they fully fit the W estern 
pyramid model of globalization.

A t the same time the integration processes rapidly gain momentum in 
South-East Asia, which has turned into the most dynamic region of the planet. 
Practically, the formation of the close economic partnership of the countries of ASEAN 
has been completed and it came to be known as the “Asian Seven”. In the future the 
role of this group of countries in the world economy will grow, it is expected, and 
accordingly the place of these countries will expand in their economic ties with 
Uzbekistan. Already today the economic ties of Uzbekistan are wide and grow 
stronger with the countries of East and South-East Asia - China, Japan, South 
Korea, Malaysia, India and others, and these ties largely serve as a pledge of its 
economic security. For example, we may rightly mention Japanese model of 
economy, which is based on four core principles: a )  Strict state regulation, i.e. 
mobilization of all resources for achieving of high priority goals; b ) Export 
orientation of economy for accumulation necessary financial resources and 
investments; c )  Active attraction of FDI (mainly to high tech industries); d ) 
Creation of large national monopolies to enhance production quality and compete 
in foreign markets.

Another clear example in this context is China. In-depth analyses of basic 
indices of Chinese economy clearly shows that it has passed the worst period 
since 2011, and which began recovery from the second quarter 2016. Quality and 
cost of the industrial production output gave the ground to the Chairman X i 
Jinping's decision to intensify internal investments in technological modernization 
of national economy. Most probably, In the near future we may see the general 
revival of global economy, backed and strongly reflected by adequate 
development of Asian economic giant.

Internal investments policy into infrastructure and expansion of internal 
consumption actively supported by Chinese Government led to significant growth 
of its G D P at about 7% within 2016-2017.3 Among obvious risk factors we may 
see some reduction in volume of foreign trade, dynamics of which may easily 
change to the best by the end of 2018. Such positive tendencies in Chinese 
economy will definitely affect to a realization of its Belt & Road Initiative.

All this, in my opinion, is evidence of the fact that the issues of ensuring the 
national economic security of any country can hardly be resolved outside the

3 Xinhua agency reports: In 2017 GDP of China has for the first time stepped over 80 trillion Yuan's
(http://russian.news.cn/2018-01/19/c_136906906_2.htm)

http://russian.news.cn/2018-01/19/c_136906906_2.htm


context of the ongoing shifts in the world economy and in isolation from the 
existing economic trends, tendencies and realities in the rest of the world.

In its basis the system of the world economy, in which there is no single 
power element, capable of expediently influencing the behaviour of states as 
economic units, is built in principle on an anarchic principle: each stated adheres 
to the maximum to its national interests and profit. This is the essential 
distinction of the world system from the national system which is built on the 
hierarchical principle in which the central organ (the government) may, using the 
instrument of macroeconomic regulation, influence the behaviour of economic 
actors.

In international arena a state is forced to defend itself and its interests in 
the face of similar states, also pursuing their own national interests That is why 
the states are participants in the power relations by its very nature, in this case 
irrespective of the fact in what form this power comes out, - military, diplomatic, 
economic or some other form.

Today the world is witnessing not only major political and military-strategic 
changes connected with the crash of the bipolar balance of power, but also 
substantial shifts in the world economy. If, for example, the weight of the United 
States as a world military power has considerably grown in connection with the 
disintegration of the formerly unified territories, then this cannot already be said 
in regard to its weight in the world economy, where it has been steadily 
decreasing, first of all, in favour of China, Germany and the European Union as a 
whole.

A  certain slowdown is also being observed in the integration process in 
W estern Europe. Earlier, the so called “ Eastern Danger” served as a unifying 
momentum and stimulus to integration.

After its elimination the foreground saw more and the appearance of own 
national interests of the countries of W estern Europe, and following the 
increased number of its members at the expense of the state of Scandinavia, 
Eastern Europe and the Baltic States began naturally to unlock and get weaker the 
organizational and structural strength of the Commonwealth. In the near 
perspective integrated Europe will include nearly 30 countries. If one believes in 
Murphy's law, this qualitative fact alone can seriously influence the quality of 
integration association toward its worsening.

In these conditions all the states are faced with no simple task to determine 
their place in the rapidly changing world and if possible, harmonize their national 
interests with the interests of the world community on the whole, and also with
the partners in regional economic relations. Such task is obviously more topical
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for the new independent states, including Uzbekistan, due at least to the cause 
that they had to begin the development of their foreign economic relations almost 
from scratch and with it to create the system of their collective security.

W hat is in general understood under national economic security? In 
scientific literature, as, far as we know, no common understanding has so far been 
worked out. Possibly, it will not be worked out because this notion, unlike the 
notion of military security, more variable, hangs more on the external conditions 
and internal factors of development of economy and changes in them, and 
therefore they need corrections more often. In our opinion, it is already for this 
reason that the attempts are less productive to give fixed definitions of economic 
security. Such definition was made, for example, by certain V. Pankov. “The 
national economic security, he writes, this is a state of national economy, 
characterized by stability, “ immunity” to the impact of internal and external 
factors, violating the normal functioning of social reproduction, undermining the 
achieved standard of living of the population and thus causing greater social 
tension in society, and also a threat to the very existence of the state”4.

Alting von Gesau, a German researcher, in his turn, draws attention to the 
need of delineation between economic security and economic strength, i.e. the 
ability to achieve goals in the field of economy, and also between threats to 
economic security and threats to national interests in general. On the whole, he 
comes to the following conclusion: “ the national economic security is under 
threat only then when the change of external economic parameters is capable of 
destroying the preferred economic system” 5.

Such kind of definitions is too abstract, and therefore, in our view, is of 
small value for practical purposes. Their main shortcoming is that they have no 
indication as to whom and what ensures in fact their national economic security. 
Does this maintenance take place spontaneously or are there relevant institutions, 
which do it? This is especially important to know in the cases of economic 
systems with free market economic, i.e. with free competition.

Free market economy, taken by itself, outside of the controlling impact on 
the part of the state is in full sense anarchy or, using the words of Hobbs, “ a war 
against of all” , in which everyone strives to subordinate or strangle competitors.

The slogan of French entrepreneurs of the X V III century “laisser faire, 
laisser passez”, which means literally “ let everyone do what he wants to do, and 
go over there where he wants” , and in other words - full freedom from the state

4 Pankov V. Economic Security. // “ Interlink” , 2002, №  3, p. 114.
5 Gesau Alting Von. Natural Economic Security: Perceptions, Threats and Politics. //Report of the International 
Colloquium of the John Kennedy Institute. May 7-10, 1980. Endhoven, the Netherlands, p.5.



patronage, was already not working in civilized states long ago. This principle 
usually works there where capitalism has “wild” forms, as, for example, in some 
CIS countries, and is accompanied, as a rule, by total criminalization of economy, 
corruption, racketing and other types of organized crime. But even here it does 
not exist in a pure form, because this would mean full collapse of all social 
relations. In fact it is possible to see that even the freest market in one way or 
another is regulated by the state. This regulation comes out in various forms, first 
of all, in the form of tax legislation, customs duties, various forms of 
protectionism, license legislation et al. And, of course, in the form of annually 
adopted budget of the state, which is the main law regulating social and economic 
life of society.

W estern states, imposing today neo-liberal models of economic 
development, in which the role of the state in the economic regulation is reduced 
to the minimum, in the cases of raging of the market element in their own 
societies adopted sufficiently harsh forms of state regulation. Suffice it to recall 
the banking and anti-trust legislation in the USA in the late X IX  c., austerity 
measures after the 1929-1933 crisis and W W II, currency regulation in W estern 
Europe in the conditions of the post-war financial chaos etc.

During many public debates over the weakening role of the states the 
economy of W estern countries different trends are being observed today. O ver 
the past two decades practically everywhere the share of the GDP, redistributed 
through the budget, remains intact, or event increases. If a certain reduction of 
the functions of the state was taking place, then it was mainly in the issues of 
social protection of the population and in the foreign economic sphere, but 
instead the participation of the state sharply went up if rising the competitiveness 
of domestic business and development of the infrastructure are necessary for this. 
Beside, the number of norms and standards introduced by the state grows fast 
(ecological, technical, sanitary etc.). Practically all W estern countries adopt 
tougher restrictions on the immigration of foreign manpower. In other words, it 
is not a curtailing of the economic role of the state that takes place in W est, but a 
change of its economic functions toward greater participation in the struggle for 
the world economic positions6

A  greater role of the state in the economic regulation, and thus also in 
ensuring national security is seen widely: it is namely the state which is an active 
subject scrupulously acting in the interests of society as the bearer of sovereignty 
of the nation. Some of the W estern nations impose liberal models of economic 
development upon others defending their own interests. Well-known media

6 See Kollontai V.O. On the Neo-liberal Model of Globalization. // “ IW E IR ” , 2009, №  10, p. 4.
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loudhailer of US business the “ Fortune” magazine admits the following in this 
connection: "W hen business speaks on capitalism it means free markets 
everywhere, except America”7.

Today, it seems, the task of creation of not simply a market economy, but a 
socially oriented market economy is put forward in all CIS countries in different 
forms. In a vague form in this task it is also possible to see the goal of maintaining 
economic security of the country and its population. But here again a question 
arises: who must ensure the fulfilment of that task, which should “ orient” the 
market economy in the social direction? As old and new experience show, the 
market economy taken solely may strive in the opposite direction.

In the quoted excerpts the role of the state is presented due completeness 
in ensuring economic security of society on the whole and its members an 
elimination or neutralization of the emerging threats. Only a strong state, backed 
by its strong legal basis, is capable to accomplish this.

The issue of national economic security is closely linked with the problem 
of threats because any system of ensuring security is created in the face of some 
real threats. “A  threat in general, and not only an economic threat, believes, for 
example, V. S. Zagashvili, is called so because it either carried destruction to the 
object, or inflicts on it a more or less considerable damage” . Destruction should 
be understood as deprivation of access to resources, leading toward 
disorganization of production and supply of the population with the necessary 
goods and products, disorganization of money circulation accompanied by the 
disintegration of the economic system of the country at all8. In its turn, namely 
real threats put before the state the need of elaboration of a certain scale of 
priorities in maintaining national economic security.

The economic damage caused to this subject, can be linked with its inability 
to withstand competition or be the result of internal factors, for example, bad 
economic management or crude, and therefore destructive economic reforms, as 
was the case in Russia and some other CIS countries. An irreparable damage to 
the national economic security was inflicted there by the indiscriminate 
privatization, introduction of the monetary system, upright dismissal of the state 
from the regulating function, the opening of the internal market for foreign goods 
in the conditions of complete absence of competitiveness of the domestic 
industry, application of the methods of “ shock therapy” as it was seen Russia of 
90th and practically direct complicity in economic crimes.

7 Fortune, 25.V.1998, p. 25.
8 Zagashvili V.S. Topical Problems of Russia's External Economic Security. M., IW E IR  / 2014, p. 17.



The damage to the national economic security can be, of course, inflicted 
under the impact of external factors. They may have the form of both 
conscientious actions on the part of other states aimed at subversion of national 
economy and spontaneous actions conditioned by the interdependence of states 
in Global economy. A  financial crisis in one country, for example, may entail the 
same kind of crisis in other countries, closely linked to each other.

Thus, the threats to economic security have their sources as both power 
confrontations of states in the sphere of international economic relations emanate 
from a spontaneous and unstable character of functioning of the world economy. 
The threats of the first type are usually considered within the framework of the 
general theory of the balance of force, which was mentioned in the previously. 
The second type of threats is considered within the theory of “ open economy.

The factors, from which hangs the ability of the economy of the country to 
withstand the negative external influence, according to many experts, may be 
conditionally divided into three groups. The first group comprises natural 
factors, which either slightly yield or do not yield at all to changes. They include: 
size of country, its geographic situation, and availability of useful minerals, climatic 
conditions, i.e. all that is included in the definition of geopolitical factors as it was 
mentioned before.

The second group includes factors which may change over a comparatively 
lengthy period of time: level of development of production and technology, 
incomes of the population, gold and currency reserves and other similar 
parameters. The third group includes factors which yield to regulation and 
change in shorter period: scales, nomenclature and directions of import and 
export, level of specialization of industry and agricultural production, its 
diversification etc.9

As was already pointed out, Uzbekistan significantly located in the region 
and characterized by the group of specific factors of its geography. But it 
considerably lags behind from advanced countries by the factors of power. They 
namely influence such most important aspect of power of the state as flexibility of 
its application and fast adaptation to the changing external conditions. Today, 
complex political and economic situation in the world when fast and effective 
decisions and their quick implementation are required, the third group acquires 
special importance and become a priority in many respects.

Here it is necessary to take into account the substantial changes, taking 
place in Global economy in general. Recent years are characterized by

9 See Zagashvili V.S. Op. cit., p. 19.
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unprecedented successes in the development of science and technology, 
emergence of new fields of knowledge, branches of economy and directions of 
economic development. These tendencies closely intermingle with profound 
changes in the nature of demand in Chinese, European and U S economies. The 
saturation of markets with mostly targeted and highly consumed products in 
combination with the growth of materials of population well-being contributes to 
rapid differentiation and personalization of demand in emerging economies.

Accordingly, to replace the previous premise at stability and equilibrium we 
resort more often to the orientation to flexibility, manoeuvrability and 
adaptability, which become the most important criteria in the assessment of 
effectiveness of economic activity. This tendency cannot but also spread over the 
periphery of world economy. For example, the orientation toward pre-emptive 
production and export of raw materials somehow beforehand deprives the state 
of the "full-blooded" participation in international economic relations.

Thanks to the purposeful advance along the road of reforms the republic 
managed to stabilize macro-economy and financial situation and achieve the 
minimum drop in production among the C IS countries. A  moderately tough fiscal 
policy ensured the reduction of the budget deficit up to 2.5% of the GDP, the 
average monthly rates of inflation dropped to 1.9%, a positive balance was 
reached in the goods turnover. Some historic figures of development may 
illustrate it better. For example, by the rates of industrial production Uzbekistan 
was first among the CIS countries: 117% in 1999 to the level of 1991, whereas in 
Russia - only 45%, in Ukraine - 44%, in Kazakhstan - 41%.

In the years of its independence Uzbekistan managed to commission scores 
of new major production facilities, among which are such industrial giants as the 
Bukhara Oil Refinery, the GM car-plant in Asaka, reconstruction of the Uzbek 
Plant of high-melting and heat-resistant materials, enterprises of the mining and 
metallurgical and chemical sectors so that others will follow it.

Hence a phenomenon emerges, which is known as “ dilemma of security” . 
This angle of economic security is close to mutual distrust and a jealous attitude 
to the success of others. It is, in particular, manifested in the arms race, whose 
participants get involved in it out of fear that their potential enemy will get the 
upper hand over them, although they would all be winners, if they abstained from 
it. Moreover, they would be winners namely in security and not in expenses 
connected with its maintenance. As a sequence, an endless race for security



starts, whose participants by their actions push each other to commit new stage 
of that race10.

The dilemma of security is also inherent to international relations, and it is 
in them it stands out in the most diverse forms. It can manifest itself in the form 
of “ economic egotism” or desire of this or that state to develop for itself all 
branches of economy in order to be self-sufficient and independent to the 
maximum from upheavals or crises connected with economic interdependence. 
However, such policy, as world practice shows, soon or late depletes the 
resources of the state and undermines its own economic security.

Beside things that were said the dilemma of security is often seen in the 
form of protectionism, expressed in the rivalry of states by the size of customs 
tariffs, export subsidies, credits etc. Inevitably arising in case of implementing 
tough protectionist measures a greater or smaller isolation of the economy of the 
state results in a partial exclusion of the country from the world turnover of 
resources, which, in its turn, undermines its economic security. The negative 
impact of protectionist measures on world economy has long force the states to 
take collective measures against “ economic” , “ customs” and other wars in the 
sphere of economics and with this purpose to create relevant international 
organizations such as the W T O , the O ECD , and the C IS etc.

The dilemma of security in its various forms and manifestations is the 
subject of concern of the policy of security of each state, irrespective of the fact, 
whether it realized by its leadership or not. That this is o is confirmed by the 
entire history of mutual relations of the states, especially in the X X  century, when 
the economic ties of the states assumed self-contained importance. There is no 
need to go far to get examples: the best example is a short story of the CIS 
activity both in the political and economic spheres.

A t the present-day phase for the new independent states of the Central- 
Asian region, including Uzbekistan, special significance, from the viewpoint of 
maintaining economic security, in our opinion, is occupied by the contradiction 
between two important tasks. One of them is integration into world economy 
and the second one is the creation of one’s own internal integral national 
economy based on the market principles.

The contradiction is emerging here, first of all, for the reason that the 
interests connected with the integration into world economy, do not always 
coincide or correspond to the interests of development of national economy. A t 
time they are simply incompatible. This contradiction between external and

10 See on this: Jervia Robert. Cooperation under the security dilemma. //World Politics, Jam. 1978, pp. 167-214; 
Snyder Glenn H. The security dilemma in alliance politics. // W orld  Politics, July, No 36, p.461.
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internal integration, between external and internal economic liberalization is 
specific for the countries going through a transitional period from the command 
and administrative system of economy to the market economy.

Here it is necessary to take account of the circumstance that world 
economy (world market) does not represent a certain homogeneous medium, in 
which equal partner act and coexist peacefully, who have equal conditions and 
caring for the interests of other participants. The world market is divided by state 
frontiers, and within the framework of these frontiers various national economies 
act by the level of development, self-sufficiency and purposes. Already for this 
reason there are no equal conditions for all. Hence it is understandable that the 
principle of freedom of trade, which certain put forward, plays into the hands, as 
in the previous times, of the strong and economically developed state. That is why 
given the scope and the depth of the integration processes in world economy 
and attractiveness of participation in them, the priority importance is retained by 
national economies, and this means that the state support is saved for “ own” 
companies in the competitive struggle with “ strangers” . It is only the state that is 
capable of rendering such support to national companies and enterprises, and 
therefore it exists and will remain for long not only an integral and most 
important component of national economic security, but also its chief guarantor.

In these conditions the problem of maintenance of national economic 
security of Uzbekistan consists in strengthening and further purposeful 
development of the national economic complex as a single whole in the 
conditions of transition from plan to market, and in the conditions of gradual 
transition from closed to open model of economy - outside. In this case, it seems, 
the priority must be given within a certain period of time to internal integration 
rather than external. This period of preference, most of all, depends on the time 
necessary for the formation of a full-scale internal market structure and the 
system of its social regulation.

The time will show the degree of these plans realization. It is clear already 
that their realization is impossible without stability of international political 
relations in the world and in the region.

As was pointed out earlier, Uzbekistan has no direct outlets to maritime 
trade routes which substantially limit the potential of its foreign economic activity. 
Therefore for further development and deepening of international ties, along with 
the establishment of external air lifts, priority importance is acquired by the 
participation in the construction of transnational automobile and railway trunk 
lines, and also pipelines, ensuring the country’s exit to the largest ports of the 
Indian and Pacific Oceans, the Black and Mediterranean Seas, the Persian Gulf,



especially in the light of the liquidation of the terrorist regime of the Taliban in 
neighbouring Afghanistan and the prospects of economic cooperation opening up 
in this connection. In this sense great importance is also assumed by the 
development of telecommunications and broad use of the facilities of computer 
and satellite communications.

Summing up what was said earlier, thee grounds to assert that one of the 
key tasks in the system of maintenance of Uzbekistan’s national security is seen in 
the reduction, and in future in overcoming the technological lagging of the 
republic from advanced countries. The leading role here, as world practice shows, 
belongs not simply to foreign trade, but to more complex forms of economic 
cooperation, including production cooperation and import of capital. But, of 
course, ordinary purchases abroad of hi-tech equipment play their positive role in 
this respect.

One cannot but mention such an important fact as the achievement of due 
macro-economic proportions, suppression of inflation, limitation of deficit of the 
state budget, and, consequently, also of a sufficiently high level of maintenance of 
national economic security were achieved in the country not by way of a 
catastrophic drop of production, uncontrolled growth of the volume of non
payments, the systematic non-fulfilment of the budget and sharp deterioration of 
the material situation and impoverishment of the overwhelming majority of the 
population, as this the case in many CIS countries.

* * *

The problem of economic security and its maintenance is broad and 
multifaceted and the dissertation does not set the aim of its disclosure with due 
completeness. This is not its task. Beyond its limits are such important aspects of 
security as energy security, security in the system of water supply, playing an 
especially important role in the life of the Central-Asian republics. For Uzbekistan, 
where all agriculture is built on irrigation farming, any serious failures in water 
supply are fraught with a threat of sharply reduced crops, especially cotton. This 
was vividly demonstrated by the draught and shortage of water in 2000, from 
which the farmers of Surkhandarya, Kashkadarya, Bukhara, Navoi, Khorezm 
Regions, and especially Karakalpakstan, seriously suffered.11

A  number of important aspects of economic security is linked with the 
growing economic crimes, contraband, corruption, assuming today various and at 
times sophisticated forms. According to the practical experience of the majority 
of the CIS countries, the most characteristic types of economic crimes today are 11

11 See “ Nezavisimaya gazeta” , 5 October 2000.
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as follows: embezzlement of state property and non-purposeful use of credits, tax 
evasion, contraband of different types of semi-finished and finished products, 
abuses in the course mass privatization of the national economic facilities and so 
on. In their turn, representatives of criminal structures strive directly or indirectly 
to exert their influence on the organs of executive and legislative power or 
penetrate them directly. All this forms a knot called “organized crime” , which for 
some CIS countries has become a scourge and a real threat to their economic 
security.

The processes of economic interdependence and globalization also 
generate the problem of security for national culture on the whole. The laws of 
the world interdependent market envisage cultural and language unification as the 
necessary form of communication ties and information supply between its 
subjects. These laws spread not only on managers and engineering and technical 
personnel, but also on workers and employees, serving on production and 
realization of commodity flows and services, and also on the numerous army of 
labour resources, which is ready to join and participate in a ramified 
infrastructure of the market. For the states, which enter the world economic 
structures on the conditions of raw material or consumer servicing zones, there 
exists a real threat of losing the prospect of own national development.

W e  are forced to restrict ourselves by disclosing only certain facets of the 
problem linked, first of all, with the main topic of the dissertation, and namely 
with national interests and security of the states and priority directions in 
politics, including also in the field of economics based on them.

Regionalism Reconsidered
In recent years the concept of “globalization” , similar to the closely related 

terms of “ interdependence” and “ integration” , have been turned into an absolute 
assuming, by and a large, a positive meaning. These concepts are regarded as a 
kind of universal cure against any difficulties that may accompany economic 
development. Any trends to the contrary are viewed as a backward movement. 
Quite often the processes of globalization are counterpoised against 
strengthening of the national economy and measures to protect it from adverse 
external influence.

However, to get a better understanding of these issues one should bear in 
mind that any processes that may occur in the world have both positive and 
negative aspects. This refers to the processes of globalization, inter-dependence, 
and integration. To some extent it was already mentioned earlier in this 
document. Large-scale drug industry, terrorism, illicit trade, illegal migration,



money laundering, and other manifestations of organized crime are also vivid 
manifestations of globalization, inter-dependence and integration. Such destructive 
components of globalization and inter-dependence have their inherent laws of 
development. If not counteracted by the organized power of the state, these 
phenomena may take the upper hand subduing the economy on the whole. This is 
evidenced by experience scored by many countries in the world.

Globalization without the state’s regulatory role is the backbone of the 
neo-liberal model of globalization which has prevailed in recent decades not only 
in theory but in practical terms. Its key features are as follows:

Emphasis on the economic regulation of countries comprising part of the 
world economy on a rigid monetary basis;

Spontaneous market mechanisms are proclaimed to be the main, or the 
only in certain instances, means of control over development;

National economic complex, sovereignty, and even the state itself are at 
times viewed as extinct categories, while bypassing these categories as fast as 
possible is presented as a real success;

Main efforts are directed at weakening the economic role of the state, at 
liberalization and deregulation12.

In this connection it would be apt to emphasize the changing role of such 
international economic organizations as W T O , O ECD , IMF, and others. They 
make their key strategic and tactical decisions in a very specific role; rather they 
adopt decisions in direct proportion to economic capacity or to the amount of 
contributions made to their funds. Such a policy turns them, by and large, into a 
political tool of most economically advanced countries and into a means of 
implementing the course towards overall liberalization of other countries’ 
economies. The recommendations worked out by these organizations (primarily 
by IMF) are of voluntary-cum-obligatory character: without testing and consent 
provided by these organizations a majority of W estern creditors and investors 
would not dare to invest their capital in any particular country13 .

Neo-liberalism in its pure form is hardly suitable for the newly independent 
states. Following its principles they may jeopardize their economic security. Any 
radical restructuring of political, social and economic relations, just as a transition 
from command-administrative economic model to market mechanisms, without 
the controlling role of the state, would be ruinous for these countries. It has been 
repeatedly stressed already.

12 See V. Kollontai. Op. Cit., p. 4
13 See Ibidem, p. 8
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Liberalization, in other words, should not be pursued to the detriment of 
the national economic security, as this principle underlies the policies of all states 
irrespective of any specific level of economic development.

Different states, former republics of the Union, have different attitudes 
towards globalization. This attitude is largely determined by interaction of two 
mutually interwoven, albeit contradictory, trends. The first trend is due to a 
desire to mobilize the available resources through state efforts and use them to 
develop the domestic market and the entire national-economic complex. It is 
often accompanied by rigid measures of protectionism. The second trend is aimed 
at accelerated integration in the world economy, which, on the contrary, requires 
the well-known liberalization of economic relations, use of foreign financial 
capacities and technologies.

Both trends rely on existing imperatives while their backbone is the 
phenomenon of lopsided economic development inherited from Soviet time, 
orientation towards rigid central planning, lack of sufficient domestic potential for 
the successful modernization, absence of a developed internal market, skilled 
labour, technologies, etc.

These trends have determined by many experts through two approaches to 
a market modernization of Uzbekistan’s economy and, consequently, two groups 
of interests:

The method of spontaneous liberalization of prices and trade under the 
existing structural economic inter-relations.

The policy of self-sufficiency under strong administrative control and partial 
introduction of market tools.

Both approaches, in the opinion of the above-quoted author, are wholly 
unacceptable for Uzbekistan for the following reasons: first, the method of quick 
market liberalization of prices and trade, as well as emphasis on creating, jointly 
with foreign capital, big companies geared to the world market may aggravate the 
social and economic situation in the Republic. Second, such joint companies in the 
conditions of weak modern infrastructure may prove unprofitable and will require 
constant protection and subsidies from the state. As a result the return on new 
investment will be quite small. Any of these factors may jeopardize the national 
economic security.

The best way to resolve the contradiction between the two above-specified 
trends is to reasonably and pragmatically combine openness (liberalization), i.e., 
globalization imperatives, and protection of national economic interests or, to put 
it differently, to combine active involvement of the state in economic 
development with privately owned businesses. It was precisely this approach that



was used for many years by such countries like China, South Korea, Taiwan, and 
Malaysia where the role of the state in economic development was enormous.

There are sufficient reasons to infer from the above-said that the nation 
state in current conditions is the main and indispensable guarantor of relations, 
legal norms and institutions which constitute the backbone of the modern market 
economy, hence, it is a guarantor of the national economic security. W hat is 
more, the nation state, at least in the case of newly independent states, is a also a 
guarantor ensuring their normal and painless (avoiding any crises) joining the 
world economy, in other words, a guarantor of their globalization.

In this connection the way towards globalization combines, as one can look 
upon it, three aspects: first - strengthening of the national economy based on 
market principles and ensuring national economic security, second - development 
of the regional economic integration and regional security system, and, finally, the 
third - joining the world economic system. Naturally, these tasks are not to be 
resolved in any certain order or time sequence, as they can be resolved and are 
resolved as a rule simultaneously as possibilities and favourable conditions permit.

A t this point we can briefly touch upon the second aspect - the regional 
economic integration and the system of regional security.

These processes are also stipulated by close economic relations which 
continue to exert their influence until today. It is not accidental that in 2010 
Uzbekistan’s share of foreign trade with CIS countries accounted for 37.6% as 
compared with 36% of foreign trade operations with economically developed 
states and 26% with developing countries. It is noteworthy that Russia accounted 
for the biggest share (15.8%) in the Republic’s trade turnover14.

Rapprochement between these two countries is a natural historical process 
that has been in place at all times, unrelated to the fact of existence of the Soviet 
Union. That is why none of the post-Soviet states has come out against the 
integration processes. It seems like this phrase may be a clue to a strange 
situation in which nobody is opposing integration and at the same time nobody is 
in a hurry to develop it.

The Ex-Soviet geopolitical space is close to the world economy, that is to 
say that it is not an amorphous mass of some accidentally set of collapsing and 
colliding units. This space has been distinctly divided between the independent 
sovereign states possessing their own borders, their special national interests, 
priorities and targets, including those in the area of economic relations. However 
close or even intimately related peoples inhabiting these states could be there are

14 See: Social and Economic Situation of the Republic of Uzbekistan in January-September 2010. State Statistical 
Department, T., 2012, pp. 24, 25.

23



still state borders between them which cannot be crossed at one’s own will with 
impunity, even in cases where the next of kin live just across the border. It means 
that «fraternal» relations, a phrase very common in Soviet time, do not regulate 
the ties between these states any more, rather they are regulated by the national 
and state interests. Such interests, as the world experience shows, quite often 
would not take into consideration kindred, ethnical or religious sentiments. They 
develop according to other laws, which are stipulated by geopolitics, national 
security interests, balance of powers, protection of sovereignty, etc.

Economic interdependence within the frame of any integrative association 
requires constant coordination of economic policies among the member 
countries and, in this respect; it can’t help infringing, to a certain extent, upon 
their sovereignty. Nevertheless, such infringement extends to any participants of 
integration associations without exception. Thus, ceding a portion of its 
sovereignty, the state acquires, in the meantime, part of the sovereignty of other 
member states for common usage15. According to a w itty remark of an American 
economist, the states entering international economic relations sacrifice a certain 
portion of their freedom for the sake of anticipated benefits, similar to a situation 
when a wedding contract is signed16.

However, the fact of the matter is not just to get any direct economic or 
other type of benefits. As interdependence grows the problem of coordinating 
the economic policies becomes a real must. An uncontrollable and “wild” 
competition, as an alternative to coordination, becomes ruinous for all parties. 
Such competition turns in effect into “ a war against everyone” undermining both 
national and overall economic security.

It has become a common concept that the way towards global economic 
security runs through regional security systems. Establishment of a global 
economic security system runs parallel to unfolding world integration processes 
while its components (o r subsystems) are regional integrative unions and 
associations as well as international organizations such as W T O , IMF, United 
Nations Organization, and others. It is common knowledge that the European 
Community countries have achieved remarkable results on this way, with their 
regional associations acting simultaneously as a regional system of economic 
security.

The regional systems of economic security are bound to protect at least 
their members from a double-edged threat: first, protect the weaker members 
from arbitrary actions of the stronger members, and, second, protect all of its

15 See: V. Zagashvili, Ibidem, p. 63.
16 See: Richard N. Cooper. The Economics of Interdependence. N.Y., 1980, p. 4.



members from the negative spontaneous influence exercised by the world 
economy17.

The regional systems of economic security should not necessarily group 
around any particular centre of attraction, for example, around Russia in case of 
CIS. There may be several centres of gravity while the states may choose to unite 
around them to address a relatively limited range of economic issues and 
problems pertaining to their economic security.

The republics of the Central Asia have already recognized the advantages of 
such sub-regional cooperation as they began to develop cooperation within the 
frame of different forums with the aim of coordinating the national development 
policies especially in the area of infrastructure development and joint use of 
resources. The need for economic integration among the countries of this region 
is stipulated, apart from other things, by considerable weakening of technological, 
economic, and trade links between them. For example, Uzbekistan not so long 
ago used in the production of material goods products manufactured by 58 
branches of Tajikistan’s industry. Besides, Uzbekistan received products of 43 
branches of the economy from Turkmenistan delivering in its turn products for 
62 branches. As for Kyrgyzstan, the indicators were 56 and 54 respectively. The 
situation was quite similar in Uzbekistan’s relations with Kazakhstan18.

It should also be borne in mind that the geographical situation of the 
Central Asian states is not so convenient and beneficial for foreign trade: it was 
mentioned already that they have no outlets to open seas and the system of 
communication between them is underdeveloped. Although the Great Silk Route 
ran through these regions since time immemorial, it is very hard to revive now its 
geo-economic potential that would meet the requirements of modern economic 
development. W hat is more, the countries of the region depend, to a large 
extent, on the stability in the neighbouring countries, in particular, in Afghanistan, 
Pakistan, India, and Iran. It is only a reliable balance of forces and stability that is 
closely associated with it that will allow a discontinuous functioning of 
transportation routes and will facilitate trade with South-East Asia and Europe.

One can hardly count on any real economic interest to be displayed by the 
leading world powers such as the USA, Germany, Japan, etc. The orientation 
towards Russia, China, Iran, Pakistan, and Turkey is more likely, as they represent 
the states that have not gone a long way ahead in economic terms as compared 
with the countries of the region under review.

17 See: V. Zagishvili, Ibid.
18 See: S. Ziyadullayev. Economic Reforms in Uzbekistan in Action. T., “ Uzbekistan” , 2004, p. 26.
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The problem of transport also pushes these countries towards integration. 
The difficulties involved in cargo shipment via Russia made the Central Asian 
states search, as far back as late 1991, for alternative outlets to sea routes. The 
railroad line Tejen - Serakhs - Meshkhed was built linking the countries of the 
region with Iran. A  new transport route - the Trans-Caucasian corridor - was 
developed to include the region under review into the European and Asian 
communication systems. Very soon Belt & Road initiative more known as OBOR 
Strategy of Chinese Government may become a good alternative opening and easing 
logistical and economical interaction for Central Asian nations.

Today, the economic integration between the countries of the region has 
no alternative and became a real must. This process helped the countries, in 
addition to many other things, to get out of the state of autarchy in which some 
of them were forced into before, and to expand the intra-regional specialization.

W e  still remember good start of that process in mid 90th when leaders of 
Kazakhstan and Uzbekistan made an important step towards integration in 
January 1994 as they signed of the Treaty on a Common Free Economic Zone. 
The Treaty provided for forms and methods of mutually beneficial cooperation 
and development of economic systems. Just a few days after the signing the 
Republic of Kyrgyzstan joined the Treaty. An Inter-Government Council of three 
countries was set up serving as a standing body for discussing and dealing with the 
issues of mutual economic and political interests. The Inter-Government Council 
deals, in particular, with questions of water usage, a most vital issue for Central 
Asian republics.

One may recall the fact that in June 1995, five countries of the Central Asia 
(including Turkmenistan and Tajikistan) held, with UN  assistance, the Central 
Asian Conference on Regional Cooperation. The conference resulted in a joint 
declaration stating that the member states are ready to consider four key aspects: 
economic and social development and regional cooperation; a demographic 
problem (including migration and refugee problems), Aral Sea Disaster and related 
topics of trans-border rivers water resources management. One of the program 
issues at the conference was creating prerequisites for further development of 
economic integration within Central Asia19.

During a meeting of CIS countries in February 1996, three states - 
Kazakhstan, Uzbekistan and Kyrgyzstan - agreed to contribute a start up capital 
for the purpose of establishing the Central Asian Bank of Cooperation and 
Development (C A BD ) based in Almaty.

See: “ Issyk-Kul Declaration” // Central Asian conference on Regional Cooperation. 1995, p. 2.



Today, Uzbekistan reconsidering its foreign policy priorities making regional 
prism as a focal one in Strategy of Actions 2017-202120 and which repeatedly 
emphasized by Uzbek President Sh.Mirziyoyev in the 72d Session of General 
Assembly of U N O  (Sept.19, 2017) and the International Conference «Central 
Asia: Shared Past and Common Future, Cooperation for Sustainable Development 
and Mutual Prosperity», (Samarkand, November 10-11, 2017)21 applying to 
regional nations for close cooperation and build a safe and sustainable future.

Faced with low efficiency of CIS in terms of economic integration, it is quite 
natural that the countries have a desire to set up sub-regional economic groups 
that will be somewhat narrower in their scope of activity and proclaimed goals. 
Nevertheless practice shows that such amalgamations encounter a number of 
serious objective difficulties, which render them less efficient in the economic 
context. For example, one of the specific features of the countries’ economies in 
this region - the fact that their economies are duplicating rather than 
complementing each other - is a serious obstacle on the way of creating the 
Central Asian integration. Revealing economic potential of the region’s countries 
makes them adopt mutually exclusive tactics and strategy on the way towards 
economic prosperity of each country. These motives encourage the countries of 
the region to search independently for foreign economic and political partners.

The problem of transportation, as it was mentioned already, is a serious 
incentive facilitating economic integration of the CIS countries. The absence of 
outlets to open seas creates a problem of transit which can be regarded as a 
problem of economic security in the full meaning of this word. It cannot be 
resolved outside the framework of a reliable system of regional security and 
regional relations of integration. The lack of such relations may result in a 
situation similar to illegal pumping of Russian export gas on the territory of 
Ukraine.

W ith  railway and pipeline routes running through territories of other states 
there is a chance that they may be used, in case of unfriendly relations, as a means 
of exerting pressure or directly appropriating transit shipments. Ukraine has 
virtually become a chronic debtor failing to pay for gas supplied from Russia. It is 
technically impossible to terminate gas deliveries to Ukraine as long as the 
Ukrainian gas consumers can get away with illegal gas pumping from the export 
pipeline leading to W estern Europe and fill up their own gas-holders creating a 20 21

20 Uzbekistan’s Five-Area Development Strategy for 2017-2021 // Tashkent Times // August 2, 2017 // 
http://tashkenttimes.uz/national/541 -uzbekistan-s-development-strategy-for-2017-2021 -has-been-adopted- 
following-
21 Speech of the President of Uzbekistan Shavkat Mirziyoyev at the International Conference «Central Asia: One 
Past and a Common Future, Cooperation for Sustainable Development and Mutual Prosperity» in Samarkand // 
November 1 1,2017 // http://mfa.uz/en/press/news/2017/08/13142/
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reserve in case of unexpected sanctions on the part of exporter. The same holds 
true for oil transportation.

In any case the guarantees of safe transit of any shipments will eventually 
depend on the degree of trust between the states and on the durability and 
reliability of the regional security system. Fortunately at present it is clear in 
respect of most favoured and convenient regional vector of cooperation 
associations that could replace latent tensions in some very sensitive aspects of 
Central Asian relations.

Most of these states has focused mainly on issues of their social and 
economic integration while having more or less chances to address external 
challenges. One can assume, in this respect that the tendency towards developing 
external regional integration may prevail primarily through stabilization the 
process of internal consolidation.

W hatever the case, the integration as a new form of cooperation tends, 
sooner or later, (perhaps in the foreseeable future) to prevail over distrust and 
disintegration. There are quite a number of facts supporting this conclusion. They 
have been mentioned earlier but let us remind it once again: geographical 
proximity of the CIS countries, availability of the basis for the development of 
modern infrastructure, sufficiently developed transport and communication 
system (railways, motor highways, sea and river ports, pipeline transport, etc.), 
existing economic ties between these countries, complementary economies, low 
competitiveness of industrial products manufactured by a majority of these 
countries on the world markets, and geopolitical lock-in position of the region 
which naturally directs the development of economic ties within the bounds of 
the region.

One should not disregard serious negative changes in the world economy. 
On the whole the regional integration and globalization do not contradict but 
complement each other. Oriented towards involvement in the world economy 
the CIS member states can also use in full measure the benefits of inter-state 
cooperation so as to occupy a worthy place in the universal division of labour and 
to strengthen their international prestige and influence.

Given a high degree of dependence of CIS countries on the world market, 
on food imports, and on decisions made by IMF, W orld  Bank, London and Paris 
Clubs of creditors, their own role in the world economy is so far quite 
insignificant. Possessing enormous natural wealth, huge scientific, technological 
and military-industrial potential, skilled labour, the CIS countries are increasingly 
lagging behind their competitors, which lack such unique resources. Embarking 
on the way of market reforms a bit too late, they don’t have any major



corporations of their own capable of entering competition against the giants of 
transnational business.

Acting as a geographical and socio-cultural chain linking Europe undergoing 
integration and turbulently developing countries of the Asian Pacific region, the 
CIS states can either speed up or slow down the interaction between them 
influencing at the same time the markets of products and services and possessing 
sufficient, albeit unfulfilled, economic potential.

According to available estimates, the industrial capacity of the CIS countries 
roughly accounts for 10.0% of the world potential, basic natural wealth reserves - 
above 25%, and export potential - 14.5%22. This potential can be increased even 
further provided the countries will pool their efforts. This is evidenced by the 
experience of international development in which national economies gain 
strength on the basis of integration and mutually beneficial trade and economic 
relations.

Indeed, there are a number of objective conditions and prerequisites for 
the integration of Central Asian republics. It implies equal startup conditions of 
economic development, identity of social and economic problems, single 
transport and power industry communications, and water resources. In addition, 
there are common threats to the security of all nations of this region.

Therefore, it can be asserted that the establishment of the Commonwealth 
of the Central Asian States is a practical implementation of the principle 
regionalism. It would be apt to reiterate at this point the idea expressed earlier in 
this document that the way towards globalization can be likened to a sort of a 
multi-stage missile. The natural stages of this missile are as follows: (1) 
development and strengthening of the national economy; (2) creation and development 
of integration associations on a sub-regional level; (3) creation and development of 
integration associations on a higher regional level and finally, (4) full-fledged involvement 
in the world economic structures.

Quite similar views can be expressed in respect of the development and 
cementing the military-political and economic security systems. It begins with the 
strengthening of the national security, then turns to regional security, and, finally, 
the international security. The regional security here plays the role of an 
indispensable mediator between the national and general global security. That 
makes the principal to globalism through regionalism clearer, as only having 
provisioned mutual understanding and cooperation of states of certain regions, in

22 The estimates and conclusions are quoted from “ The Concepts of Economic Integration Development in the 
Commonwealth of Independent States” (2015), p. 10.
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the sectors dangerous with conflict situations especially, possible to outline the 
ways of peace and stability achievement in wide scale.

Sometimes a question may appear: is it compatible to keep national 
interests of states as a mean of policy and to still participate in globalization? Me 
as the author do not see any contradictions here: certain states take part in this 
process, but not in anonymous or featureless formations. Nations should 
understand their national interests, which influence upon their relation to 
globalization. Depending on national interests, political and economical priorities 
can be negative, positive or restrained. This will affect their certain policy and 
their priorities in a corresponding way.

W hatever the process of globalization may by indeed, the author considers 
that in present day conditions the guarantee of legal norms and formations based 
on the functioning of market business and guarantee of economical security can 
be achieved through complex measures and mechanism by any state clearly 
understanding its national interests and equally accounting the needs of its 
partner. However, considering the legacy and burden of the past, nation-building 
may take a whole epoch. That is why these processes are inseparable from each 
other and exist in such constantly.
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Central Asia is historically united by many factors, including biogeography, 
the melting pot of the Silk Road legacy, the Soviet yoke and the continuing 
environmental and social disasters it caused, and the potential to act in unity to 
create a region forged by Sustainable Development to play a leading role in a 
changing world. There are significant opportunities but they depend on addressing 
significant challenges. And the way that these challenges are addressed will open 
or close various doors to the future. One cannot create a sustainable future 
without addressing the legacy that you have inherited. O f preeminent concern is 
water. The region is united by its shared dependence on the Amudarya and 
Syrdarya, by the common disaster of the Aral Sea, spreading desertification, 
challenges to food security and issues of internal and cross-boundary 
contamination. To build the future that we want, we must address our common 
realities.

In this presentation, I will offer a clear framework for addressing the 
negative legacy and environmental challenges faced by the region that open doors 
to a sustainable future, with an emphasis on the Aral Region and water, food 
security and contamination and a focus on bioregionalism, strong sustainability 
and creating positive interdependencies. These are issues that cannot be 
addressed by any nation in the region alone. Resilient models of cooperation must 
be built that allow for mutual action and result in mutual benefit. An additional 
key element is making innovative learning opportunities available to our young 
people. These elements are essential to a strong economy, healthy lives and 
regional security.
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It is a pleasure to be back in Uzbekistan and in the magnificent city of 
Samarkand at a moment made possible by a new openness to create a common 
Central Asian future. Thank you for the opportunity to participate.

I have been many times in Samarkand and always visit Registan Square. 
There my eyes are invariably drawn to the madrassa on the right and specifically 
to the twin tile murals that embrace its edifice. Depicted is a rising sun smiling 
upon a tiger stalking a deer. I know this may not be the traditional interpretation, 
but for me the symbolism is clear: a healthy environment bathed in the light and 
power of the sun and a profound respect for nature and its gifts. The future of 
the region depends upon it.

A  reframing is required— a shift of focus. Imagine a typical map showing 
Central Asia. The boundaries of the five states are prominent. Now  we refocus, 
the states blur, and the outline of the Aral Sea basin becomes dominant, from the 
headwaters of the two great rivers Amu and Syr to the final destination of the 
waters, from mountain to sea. This reframing serves to refocus on the common 
identity and future of the region and away from any divergence of national 
interest. The bioregion unites what the nation-state can easily sunder.

W e  are all aware of the current Bonn Climate Negotiations. The vanishing 
of the Aral Sea over half a century offers perhaps the best “ dry run” or rehearsal 
for a mega scale climate disaster that we have seen to date. And everyone here 
knows that the results are beyond catastrophic. Illustrated is a system of 
accelerating change where a tipping point passes that prevents any hope of return. 
The result was the desiccation of the sea and the death of all connected living 
systems, a tragedy that is being replicated at this moment at numerous places 
around the globe. The Aral Disaster may not be reversible, but the message is 
clear for these other sites— turn back before it is too late.

Now  we know beyond doubt that Global Climate Change is a human- 
caused phenomenon. But it is not the primary cause of the Aral Sea Disaster. 
That Disaster goes beyond human cause. It was a designed event, a desired 
outcome, a willed death, a premeditated murder. The perpetrator was the Soviet 
Union. The cause, a vision that dramatically contradicts the mural of nature in 
balance on the Registan.

Stalin is quoted as saying “Any drop of water flowing down the Syrdarya or 
Amudarya that reaches the Aral Sea is a wasted drop of water.” W ith  a similar 
assessment, Soviet scientists and planners wrote the Aral off. They followed the 
edict of the Virgin Lands Initiative, “W e  cannot wait for favors from nature— our 
goal is to take them from it.” Under Khrushchev, Central Asia was deemed a 
Virgin Land, needing a purpose, a way to serve the nation. It was determined that



the best service was to become the primary cotton producing region for the 
USSR. Central Asia’s semi-arid steppe was reshaped as a cotton belt, fed by 
irrigation and using labor from a new farmers transplanted to the region. The 
limited rainfall in the region was not seen as an impediment. Through modern 
alchemy, irrigation waters could be taken from the two mighty rivers and turned 
into white gold. In effect, the Syr and Amu rivers would be diverted away from 
the Aral Sea to fill the water tables of Uzbekistan’s agricultural heartland.

My knowledge of the resulting disaster stems from an epic journey I 
mounted in summer 2011 with a team of Americans matched with colleagues 
from Samarkand Architectural and Engineering Institute and funded by the Trust 
for Mutual Understanding, a foundation that funds environmental collaborations 
between Americans and citizens of FSU states.

The purpose of the trip was to find the missing Aral Sea. Importantly, had 
we just flown to Karakalpakstan to see its remnants, we would never have done 
so. Instead, we had decided to rent a bus and driver, and to head west, stopping 
at every major University along the way to hold consultations or conferences 
with Uzbek colleagues. W hat we discovered is that rather than traveling far to 
find the Aral Sea disaster, that the Aral Sea disaster had come a long way to meet 
us.

N ot far from Tashkent at the beginning of the trip, we stopped to lunch 
with local professors along the banks of the Syrdarya. The lunch was wonderful, 
but there was something noticeably absent— the river! As we stood on a boat 
dock that formerly jutted into the river, we could barely see water far in the 
distance. The Syrdarya had obviously shrunk dramatically in a relatively short 
period of time.

In Samarkand we shared a helpful issue-framing conference with colleagues 
before the bus headed west to Bukhara. Along the way, we saw farmers toiling in 
cotton fields, people on animal pulled carts, frequent irrigation ditches crossing 
the road and on occasion a strange view of white snow-covered fields in the 
considerable summer heat of the region. A t lunch and a tour in Bukhara with two 
local Professors, we had explained to us in great detail what we were seeing. W e  
first learned about the irrigation, waterlogging, salinization dynamic that was 
evident in the Bukhara region but ubiquitous in the region as well. In short, the 
Amudarya and Syrdarya had been transferred from an endpoint in the Aral Sea to 
an end point dispersed across the upper water tables of the Uzbek heartland. As 
massive amounts of water on the order of 70% escaped from irrigation systems, 
the water filled up the ground bringing the water table to the surface, serving as a 
transport for salts and minerals previously caught up in the deeper soils abutting
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the bedrock. The snow covered fields we had seen were actually covered by 
crystalized salts. Farmers had to literally wash the salts off the field in order to 
plant their crops, relocating the salt through the stream into the next field. W e  
learned two other important lessons as well.

W e  also learned that briny ponds and lakes had sprung up across a wide 
area where the water table spilled out onto the surface at a sufficient scale. Some 
birds from the Aral Sea had successfully relocated to these new bodies of water.

Back on the road we paused in deserts that appeared to be spreading and 
adjoining. A  short dust storm illustrated how particulate matter was spread 
across the landscape and posed a health hazard.

But that was not the end of it. In the ancient city of Khiva in Khorozem, 
where I found air quality to be poor, we had a conference in the Ma'mun 
Academy that was further eye opening. John Lamers, then of Urgench University 
presented concrete data demonstrating how far soil fertility had declined due to 
salinization. It became clear that continued farming of the kind practiced would 
kill the soils altogether if continued.

Back on the road, near the border of Karakalpakstan, we crossed more 
dessert, encountering a nomadic family living in yurt visible at a distance from the 
highway. Sitting cross-legged and sipping tea in the comfortable structure, we 
learned that even the nomadic life was challenged, with little pasture and suitable 
surface water to maintain herds. It was not clear how much longer this way of life 
could be sustained in the Aral Region.

In Karakalpakstan, we spent time along the Amu Darya. Here I took a 
picture of a colleague while I was standing on a platform at a fish restaurant that 
historically was just above water level.

After a visit to Nukus, we travelled north to Moynak, the former Aral Sea 
port, fish products center and tourism destination. Here we witnessed a destitute 
city bordering a huge barren cavity where the sea once had been. W e  climbed 
down onto the sea bed itself and posed for photographs standing on abandoned 
rusting old fishing vessels, which had been lined up along the bottom.

Now  the Aralkum, the Aral desert, the “ sands” of the unanchored 
landscape blow freely and far. Heavily constituted of salts and contaminated with 
pesticides, these blowing winds create toxic air pollution for humans and other 
life forms, contaminate additional farmlands and water bodies and the salts are 
implicated in intensifying the effects of global warming by speeding up the melting 
of the glaciers high up above the headwaters to the east and south. In our session, 
it was reported that salt has been found in women’s breast milk. One suspects 
the pesticides are there as well.



And that was it. The Aral Sea was not in its original basin. Instead its waters 
had been diverted across the lands between the rivers and soaked into the water 
table or evaporated into the dry atmosphere. Waterlogging, salinization, pesticide 
runoff, blowing winds of spreading deserts, emergent brine ponds. The 
transformation of a massive region in little more than half a century illustrates the 
power and rapidity of climate change. The journey and its implications are 
discussed in depth in a volume I edited shortly afterwards.1

But, even as it is an important dry run for how climate change occurs, the 
Aral disaster was not caused by global climate change. It illustrates a second cause 
of climate change that is more regional and local. Together, the two forms have 
put the squeeze on nature, both pushing in coincident and mutually-reinforcing 
directions.

On one side, changes to stratospheric gas balance, albedo and other factors 
have produced a global phenomenon that changes the conditions affecting every 
place on earth.

On the other side, the replication of local and regional practices carried out 
in parallel by people across the globe creates another front in climate change.

Neither force is natural. The first was under our control when we could 
have limited greenhouse gasses to less than 350 ppm. By modifying combustion of 
fossil fuels. The second even more clearly represents human will and even design, 
as we saw with the Aral disaster, and was initially firmly under our control. In 
both instances, we have now entered positive feedback loops, or gone past 
tipping points— points of no return.

There are four important take away points here.
1. The Aral Sea disaster is human caused and even deliberate.
2. The disaster is not confined to the formal sea bed but rather 

envelops the region, uniting the entire Bioregion.
3. The disaster is not just about the desiccation of the Aral Sea, 

but about a complex of factors including salinization, desertification, wind 
erosion and polluted air and water.

4. The Aral Disaster was not caused by Global Climate Change, 
per se. Rather it is the result of human misbehaviour on a massive scale. It 
is a regional climate disaster that is being replicated worldwide.

5. Thus, we can see Climate Change as a phenomenon that is 
being driven simultaneously from the atmospheric and biogeochemical 
realm of earth dynamics and by behaviour at the regional human scale. Both 1

1 Disaster by Design...
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global and regional climate pressures are of human origin. In this sense,
Climate Change is a top down and a grassroots phenomenon. The effects
of the two dynamics are interactive and probably multiplicative.
Said another way, the Aral Sea was in no way a natural phenomenon or an 

“Act of God.” Rather it was caused by a human mind-set that saw nature as 
malleable to human whim, the Aral Sea and its fish as expendable to the desire for 
cotton. It is not clear that the mind-set has really changed yet, even of the 
landscape has.

W h a t  to  D o  N o w

I frequently cite the organizational theorist Peter Drucker in my work. 
Drucker once wrote, “The greatest danger in a time of turbulence is not the 
turbulence, it is to act with yesterday’s logic.”

The first response to the Aral Sea disaster is to recognize the need for a 
new logic. For example, old logic suggested that to fix the problem, we needed a 
source of water that might refill the empty seabed. Extensive discussion and even 
planning work surrounded capturing Russian rivers that flow north to the Artic 
Sea and diverting them instead to the Aral Basin. O f course, this would wreak 
havoc throughout the areas robbed of these diverted waters and on the Artic 
Region which has emerged as one of the globe’s most stressed regions because of 
Global Climate Change.

Alternatively, I continually hear about the virtues of diverting the Volga 
River to fix the Aral. This action would doom the already troubled Caspian Sea, 
leading to a disaster of much larger scale than the Aral Disaster.

Solving one problem by causing even greater adverse consequences can 
hardly be considered a real solution. Frankly, the adverse impacts and entropy 
caused by both ideas would exceed the benefits. Even were the Aral saved, an 
outcome that would not be guaranteed, much worse destruction would occur.

O f course, giving up either of these water sources might have been possible 
under the banner of the Soviet Union, but to expect Russia to do so is naive.

However, abandoning such “ solutions” requires an admission that some 
seem unwilling to make. There is no feasible way to bring back the lost Aral Sea. 
Forget it.

It is important not to view the Aral disaster as a concluded historical event 
but as a chronic continuing event. Disasters never end, they just move on to their 
next phase. Thus, the Aral disaster is a continuing crisis.



Thus, allowing the continuation of the blowing toxic winds coming off the 
Aralkum and the spreading of this dead landscape with its erratic and 
uninhabitable climate conditions is intolerable. Neither is a continuation of the 
irrigation/waterlogging/salinization/pesticide dynamic that has diminished soil 
fertility and contaminated drinking water across the nation. So doing nothing is 
also not an option. Action is required.

Abandoning yesterday’s logic, what is the new logic needed to guide 
effective response? I have already suggested that the region needs to be 
understood and thought of as a “ bioregion” rather than as compilation of the 
national interests of five independent states (six if Afghanistan is also considered). 
As new initiatives are planned, such as the upcoming convent for the Syrdarya and 
Amudarya, there is an opportunity to enact this shift of frame.

The bioregion is defined by the two rivers that contribute the bulk of the 
water to Central Asia as they flow from their headwaters to their endpoint, once 
the Aral Sea. In the view of Michael (Mickey) Glantz, one of the most astute long 
term students of the region, the conception of “ From the Mountain to the Sea” is 
applicable here (as everywhere) as an organizing concept for action needed to 
integrate and protect bioregions and maintain their health. I co-ran a workshop 
on bioregionalism with Mickey at Rio+20 in 2012, a conference where some 
Central Asia states also brought forth elements for bioregional action (a glacier 
keeper concept and a green economy plan).

The major approach to addressing the Aral disaster, write large, is the 
application of a field called permaculture, which essentially uses nature and natural 
principles to heal nature. The goal is to re-establish healthy nature where it is 
most likely to succeed. I like the idea of an ecosystem by ecosystem approach to 
the disaster because, rather than throwing a large scale solution at a large scale 
problem, a mismatching of scale is more appropriate. In other words, I believe the 
Aral disaster needs to be addressed at a small to intermediate scale but 
simultaneously in many places. Small scale approaches can afford to fail, while we 
learn from those failures. And when success occurs, we can build on what works. 
And when enough small-scale ecosystems are established, these patches of nature 
can be infilled to create large living systems. And, it may be that nature is already 
experimenting in the Aralkum, with some plants able to establish themselves 
successfully in the harsh conditions. By looking for such natural experiments and 
then building upon them, nature becomes a lead partner in the process of 
restoration.

These are step, that, with capacity building, can be undertaken by local 
populations that have suffered from a dearth of work and meaning since the Aral
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Sea disappeared. By empowering people and giving them the task of clean-up, and 
compensating fairly, a new cottage industry is created. Elsewhere in the FSB and 
in the U.S., contaminated sites have opened up opportunities for workers to do 
clean-up activities. The same can happen here.

The goal here is to restore living systems in place of dead desert, stabilizing 
soils and lessening wind erosion, with its attendant pollution. Reduction of salt in 
emergent lakes, phytoremediation of pesticide residues and salts from soils, and 
other effects can be employed to bring the desert back to life. The Aral Sea is not 
restored, but living systems, perhaps eventually able to foster clean water supplies 
and attenuate micro climates, will be created. This system can be used beyond the 
Aral Sea bed per se, addressing salinization and desertification throughout the 
region.

Already experiments done under the United Nations have seen tree 
planting in the Aral Region done by local residents to act as windbreaks. Steps are 
also being taken by the Uzbek Government in conjunction with the UN  to 
introduce a better diversity of food crops requiring less water and pesticide 
application than demanded by a cotton monocrop. Similarly, efforts have been 
introduced to use of drip irrigation and other water saving techniques that can 
help reverse the transfer of river water into the water table, stopping new 
salinization events. As an effort is made to clean up existing legacy of problems, it 
is necessary not to create new problems in doing so. These efforts complement 
the suggestions made here. Only, it is time to unleash activities at a scale 
commensurate with the problem and to assure that they are staffed and funded to 
succeed.

As such activities occur in the Aral and agricultural regions, parallel efforts 
are needed upstream to protect glaciers and forests and in Turkmenistan to 
decrease evaporation from large-scale surface storage of water.

Years ago, the Club of Rome sought to understand why its path breaking 
study called Limits to Growth had met with such resistance Limits was arguably 
the first major research effort pointing toward the need to fashion a sustainable 
future from among alternatives. In a subsequent study, the Club of Rome 
reasoned that the kind of learning engaged in by society limits or opens up its 
potential for meeting changed conditions effectively. W hile most education, they 
found, simply maintains the culture as is, what they termed “ Innovative learning” 
instead prepared people to anticipate change and participate in directing it. W hat 
is required to meet challenges such as the Aral Sea disaster is a generation of 
generalists well prepared to think innovatively. The deep understanding of Central 
Asia as a bioregion is a foundational step.



There is an additional need to consider how the 17 UN  Sustainable 
Development Goals will be achieved in a region where ecological footprints are 
growing and bio-capacity diminishing. How can food systems be made secure in a 
water impaired region? How can dependence on fossil fuels be avoided by 
growing the renewable energy sector and curtailing dependence on gasoline and 
natural gas? How can housing be developed so as to protect and maintain 
community? And the bazaars protected to maintain local food production and 
economies? How can industrial pollution be curtailed in order to protect human 
and ecosystem health?

In this regard, I recommend that the Central Asian nations jointly 
undertake a special Environmental Impact Assessment designed to examine the 
limits and abilities of key living systems and the potential for sustainable growth 
and change. This sustainability assessment would examine the threat to 
habitability within the region and the potential for feasible mitigations. Done 
properly, it would further serve as a Sustainability Plan offering a decision-making 
blueprint for future innovative management of the entire system.

I close my eyes and clearly see the sun rising over a tiger chasing a deer. 
Living nature must be restored and sustained using renewable sources of powers 
if the bioregion that defines Central Asia is to be resuscitated. This end is within 
your collective grasp. Hold out your hands together and get to work.
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Despite expectations of increase in fruits and vegetables export from 
Uzbekistan to Russian Federation as a result of sanction exchange between 
Russian Federation and European states, the overall export has been declining 
annually and the decrease started from 2012. The data generated from the 
customs statistic of foreign trade of Russian Federation for the period of 2012 and 
2015 is provided in Table 1 which demonstrates decrease in both the value and 
the amount. The paper focuses on fruits and vegetables produced in rural areas 
and argue that barriers in exporting these products have negatively been 
impacting household incomes as well as the economy of Uzbekistan. This paper 
outlines the importance of export of agricultural products for Uzbekistan, 
searches for reasons of this decline in export and proposes alternative solutions 
for increasing the export of fruits and vegetables. It argues that paradoxically, 
highest barriers on trade of fruits and vegetables don’t belong to importing 
countries that aim to support local producers but they have been implemented by 
the Cabinet of Ministers of the Republic of Uzbekistan and notes that inconsistent 
regulations make exporters and farmers vulnerable.



Table 1. Import of fruits and vegetables from Uzbekistan to Russian Federation in US
dollars and kilograms1

Employment, rural livelihoods, food security and exports of Central Asian 
countries highly depend on agriculture. This is especially true for Uzbekistan 
where the sector has experienced tremendous changes since independence. 
Agriculture employs 27% of labor force and contributes about 18% of G D P of 
Uzbekistan1 2 These numbers are relevant mainly on state regulated agriculture 
including grain and cotton and if the agricultural products such as fruits and 
vegetables produced in households were added the numbers would increase 
significantly.

According to Food and Agriculture Organization (FA O ) statistics, 
Uzbekistan is among the top five producers of apricots in the world, the sixth 
largest producer of cherries, and 17th in apple production. In the past 10 years, 
Uzbekistan increased the total area of fruit orchards 1.2 times. Although wheat 
and cotton occupies around 79 %  of sown area,3 it has been reported that 
Uzbekistan exports fruits and vegetables more than 80 countries in the world.4 
The government of Uzbekistan published data in December 2014, on forecast 
parameters of production and use of fruit and vegetables, potatoes, melons and 
grapes for 2015 and it is planned to produce about 9.536 million tons of 
vegetables, 2.606 million tons of potatoes, 1.2 million tons of onions, 1.77 million

1 Table has been generated from the data of the Customs statistic of foreign trade of Russian Federation for the 
period of 2012 and 2015 in search of import from Uzbekistan of two categories ( КО Д  Т Н ВЭ Д  07-08): 07-Edible 
vegetables and certainroots and tubers, 08-Edible fruit and nuts; peel of citrus fruits or 
melonshttp://statcustoms.ru/apex/f?p=101:4:2291866635796986::NO::P4_REQUEST:NEW
2 Agriculture of Uzbekistan, State Statistical Committee of the Republic of Uzbekistan, Tashkent, 2012 (Russian) p. 
10
3 Dosbergen Musaev, Yorbol Yakhshilikov and KakhramonYusupov , “ Food security in Uzbekistan” Po licy paper, 
U N D P Uzbekistan Tashkent 2010 p. 55
4 «Business partner.uz» newspaper online version available at
http://www.usbekistan.at/index.php?option=com_content&view=article&id=560:the-export-potential-of- 
uzbekistans-fruit-and-vegetables-sector&catid=3 3 :all-categories&Itemid=81
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tons of melons, 2.703 million tons of fruits and 1,526 million tons of grapes.5 
Perhaps, these numbers make better sense if turned into currencies. As of 
September 2014, the country has exported $ 500 million worth of fruits and 
vegetables out of which $ 400 million to Russian Federation.6 It is worth noting 
that the regulatory agency for export and import in Uzbekistan, the Ministry of 
foreign economic relations, investments and trade doesn’t have export of fruits 
and vegetables on its structure of exports and provide data within provisions.

Table 2. The structure of export of the Republic of Uzbekistan for 20147

However, alternative statistics show that Uzbekistan exports fruit and 
vegetables in between $ 5 and $ 6 billion and potential output has been increasing 
annually.5 6 7 8 Before the decline, the horticulture export grew from $ 373 million in 
2006 to $ 1.16 billion in 2010.9 The reason for such big difference in statistics is 
that this export is not regulated by the state which makes the sector informal. In 
addition, the most of the fruits and vegetables that are exported are grown at 
households and farms and the government did not implement fixed tax for their 
income.10 Therefore, the trade of fruits and vegetables is much higher than

5 Постановления кабинета министров Республики Узбекистан от 4 Декабря 2014 года №344 «О прогнозных 
параметрах производства и использования плодоовощной продукции, картофеля, бахчи и винограда в 2015 
году», Собрание законодательства Республики Узбекистан 2014 №50
6 NizamYuldashbaev, “ Fruit and Vegetable Overview and Increasing Exports to Russia” , Global Information and 
Agriculture Report December 2014
7 M inistry of foreign economic relations, investments and trade of the Republic of Uzbekistan 
http://www.mfer.uz/en/export/statistics/
8 Узбекистан откроет в балтийском порту Лиепая транспортно-логистический центр Рига, 9 Июня 2014,
16:34 —  Regnumhttp://regnum.ru/news/polit/1812235.html
9 See Donald F. Larson, Dilshod Khidirov, and Irina Ramniceanu, “Uzbekistan Strengthening the Horticulture Value 
Chain” , W orld Bank Report, 2012 p.1
10 Individuals that gain income from selling agricultural products do not pay fixed tax as in other sectors of economy 
and it has been envisaged that they declare their income in annual tax declaration. For details about the rates of tax 
in Uzbekistan see Постановление Президента Республики Узбекистан “ О прогнозе основных 
макроэкономических показателей и параметрах государственного бюджета Республики Узбекистан на 2014 
Год” (Собрание законодательства Республики Узбекистан, 2013 г., №  52, ст. 690; 2014 г., №  24, ст. 284, №
30, ст. 366)

http://www.mfer.uz/en/export/statistics/
http://regnum.ru/foreign/latvia.html
http://regnum.ru/news/2014-06-09.html
http://regnum.ru/news/polit/1812235.html


Uzbekistan’s total trade turnover between Kyrgyzstan ($ 101,7 mln.),
Turkmenistan ($ 413 mln.), Tajikistan ($ 160 mln.) and even Kazakhstan ($ 3547 
mln.) adding more to existing turnover with Russia ($ 6,1 bln.)11 In addition, it is 
almost equal to remittances to Uzbekistan from Russian Federation through 
money transfer operations that had reached $5.693 billion11 12 in 2012 and due to 
the significance they are transferred to Uzbekistan via alternative mechanisms 
such as delivering cash to whole sale importers of goods from Russian Federation 
or China. This trend has a great impact to informal economy and subsequently 
has the potential to increase corruption in Uzbekistan.13 The main policy that 
increased export potential has was initiated by the land and agricultural reforms14 
of the government of Uzbekistan but it has failed to establish mechanisms to 
regulate export of fruits and vegetables and attempts have been detrimental for 
the sector.15

An alternative research of the export of fruits and vegetables have been 
conducted by the Centre for Economic Research shown in Table 3, but again, it 
has provided preliminary data and later acknowledged that it is impossible for 
provide exact amount of export of agricultural products in Uzbekistan. A t the 
same time, the table also clearly demonstrates that fruit and vegetable export 
from Uzbekistan is not stable and perhaps it is due to constant changes of the 
regulations that make export difficult for enterprises. For instance, it is very 
difficult to explain the growth of exporting grapes for 4.5 times from 2005 to 
2006. O r export of apricots, cherries, peaches and plums have increased for 10 
times. The fluctuations with the export of tomatoes as well worth noting as it has 
doubled for that period and increased from $2695000 in 2004 to $52485000 in 
2007.16

11 Сотрудничество Республики Узбекистан со странами С Н Г И  Грузией, Министерство инностранных дел 
Республики Узбекистан http://www.mfa.uz/ru/cooperation/countries/60/
12 For details on remittances from Russia see Jakhongir Kakhkharov and AlexandrAkimov (2014), “Estimating 
Remittances in the Former Soviet Union: Methodological Complexities and Potential Solutions” , Discussion paper - 
Finance No. 2013-03 Griffith University
13 The role of informal economy and its impact to corruption has been discussed in Ллимов Равшан ва Тошев 
Зохир, “Хуфиёна щтисодиёт - коррупция даражасининг ортишига таъсир курсатувчи омил сифатида 
(хорижий мамлакатлар тажрибаси тахлили асосида” Жамият ва Бош^арув №1, 2014 бб. 32-38
14 For detailed discussion of agricultural reforms in Uzbekistan see Pomfret, Richard (2004), “Resource abundance, 
governance and economic performance in Turkmenistan and Uzbekistan” Z E F  Discussion Papers on Development 
Policy, No. 79 and Pomfret Richard (2000) Agrarian Reform in Uzbekistan: W hy Has the Chinese Model Failed to 
Deliver? Economic Development and Cultural Change, Vol. 48, No. 2 , pp. 269-284
15 The crucial documents that were detrimental for export of fruits and vegetables also include Постановление 
Президента Республики Узбекистан “ О дополнительных мерах по расширению производства 
продовольственных товаров и насыщению внутреннего рынка” (Собрание законодательства Республики 
Узбекистан, 2009 г., №  5, ст. 34; 2011 г., №  52, ст. 561; 2013 г., №  52, ст. 690)
16 U N D P in Uzbekistan, Policy B rie f No 2(15) 2010 “Rural economic development” pp. 4 and 6 
http://www.uz.undp.org/content/dam/uzbekistan/docs/Publications/UN-
Publications/PB_Rural_Economic_Development/un_uzb_PB_Rural%20Economic%20Development_eng.pdf
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Table 3: Value of exports of fruit and vegetables from Uzbekistan (US$’000), 2000-2008
2000 2001 2002 2003 2004 2005 2006 2007 2008

Potatoes 1496 587 152 138 1108 1036 1171 - -

Tomatoes 6522 5705 4099 32009 2695 6069 13359 52485 15850

Bulbous vegetables 6050 3796 3911 4071 5597 7266 13029 18984 10561

Other vegetables 4555 3470 3202 3926 3324 8350 29447 61335 28087

Frozen and processed 
vegetables

50 37 177 232 249 606 1113 3079 2310

Dried vegetables 7407 7688 8545 14282 9871 14145 2839 45433 34858

Nuts 3586 5203 6460 3726 3278 4924 17858 39145 26373

Grapes (fresh and dried) 20767 16654 9131 5958 1 1633 19927 110993 147665 126741

Melons and water melons 2245 2299 2075 2012 2980 5404 34152 69216 55973

Apples, pears, quince 2894 1817 493 575 930 12108 69216 69216 55973

Apricots, cherries, peaches, 
plums

4588 5091 3932 1443 2368 3999 39412 36771 16464

Other fruit 2536 2106 1574 1008 2714 6340 46092 36940 50682

Processed fruit and nuts 79 5 39 72 139 102 288 1220 1112

Dried fruit 5932 4266 2174 2108 2253 3475 7908 17387 21793

Prior to dissolution of the USSR, there were no clear borders between 
states and grapes produced in Ferghana Valley could reach markets in Siberia 
easily. As the institutions being installed and regulations being implemented, 
governments started to impose trade barriers,17 “ restrictions on the free 
international exchange of goods and services” 18. The government of Uzbekistan 
has taken number of measures to regulate trade with partner countries since 
independence.19 The government of Uzbekistan had restructured large collective 
and state farms and established private farms, expanded small household plots, 
which are now responsible for significant agricultural export, with strong 
productivity gains leading to adequate standard of living for majority of population. 
The O liy Majlis adopted bill №470-I “ On customs tariff” , which came into effect 
from January 1998, President signed a resolution ПП-1169, which set new rates 
for import customs duties since September 2009 and the Cabinet of Ministers

17 For mandate of the main regulating organizations o f the barriers see Закон Республики Узбекистан “ О 
государственной таможенной службе” (Ведомости Олий Мажлиса Республики Узбекистан, 1997 г., №  9, ст. 
230; Ведомости 1998 г., №  5-6, ст. 102; Собрание законодательства Республики Узбекистан, 2004 г., №  51, 
ст. 514; 2006 г., №  41, ст. 405; №  51-52, ст. 499; 2015 г., №  33, ст. 439)
18 “ Trade barriers are generally classified as import policies reflected in tariffs and other import charges, quotas, 
import licensing, customs practices, standards, testing, labeling, and various types o f certification, direct 
procurement by government, subsidies for local exporters, lack of copyright protection, restrictions on franchising , 
licensing, technology transfer, restrictions on foreign dect investment, etc.” 
http://www.businessdictionary.com/definition/trade-barrier.html
19 One of the early documents adopted by the government was the law on foreign economic relations. See Закон 
Республики Узбекистан “ О внешне экономической деятельности Республики Узбекистан” (Ведомости 
Верховного Совета Республики Узбекистан, 1991 г., №  8, ст. 182; №  11, ст. 273; 1992 г., №  9, ст. 335)

http://www.businessdictionary.com/definition/trade-barrier.html


established W orking group that coordinates export of agricultural products. In 
addition, the government established institutions to support export such as 
“ Matlubotsavdo” and “ Uzulgurjisavdoinvest” , requested to provide bank support 
and access to financial resources, discounts on transportation and logistics 
including customs support.20 Another trend that the government adopted recently 
includes opening trade representation offices in regions of Russian Federation.21

These documents together with institutional changes were aimed to further 
liberalization of foreign economic activity and improvement of export operations 
but in reality created detrimental conditions not only for farmers, exporting 
enterprises but also ordinary consumers. Until July of 2015, producers of fruits 
and vegetables had to sell their products to companies registered with state 
authorities,22 the company had to obtain certificates of conformity,23 origin,24 
phytosanitary and demonstrate export contract to customs office. Nowadays, the 
government had decreased the number of requested documents to three 
including customs declaration, invoice from transportation company and export

20 The state supported organizations were later liquidated see Постановление Кабинета Министров от 17 июля 
2007 г.,№  145, “ О мерах по рациональному использованию ресурсов плодоовощной продукции, бахчи и 
винограда в 2007 году” and, Постановление Кабинета Министров от 8 мая 2008 г.,№  93, “ О мерах по 
рациональному использованию ресурсов плодоовощной продукции, бахчи и винограда в 2008 году” and 
Постановление Президента от 30 марта 2011 № 1I I 1-1514 «О реформировании структуры и повышении 
эффективности деятельности Ассоциации «Узулгуржисавдоинвест»
21 В  Перми открылся торговый дом «Фергана» http://review.uz/index.php/novosti-main/item/2383-v-permi- 
otkrylsya-torgovyj-dom-fergana Узбекистан откроет торговый дом в Башкортостане
http://review.uz/index.php/novosti-main/item/2339-uzbekistan-otkroet-torgovyj-dom-v-bashkortostaneКомпания 
"MarkazSanoatExporf' планирует поставлять в Калининградскую область овощи и фрукты. 
http://review.uz/index.php/novosti-main/item/613-kompaniya-markaz-sanoat-export-vykhodit-na-rynki-severo- 
zapada-rossii
22 Постановление Кабинета министров Республики Узбекистан “ об утверждении положения о 
лицензировании деятельности по осуществлению оптовой торговли” (Собрание законодательства 
Республики Узбекистан, 2005 г., №  43-44, ст. 331; 2012 г., №  6, ст. 57, №  44, ст. 507)
23 Certificate of Conformity is provided by laboratories accredited with the state agency, O ’zstandart. 
Followingsarekeydocumentsthatregulatetheactivitiesoftheorganization: Закон Республики Узбекистан “ О 
стандартизации” (Ведомости Верховного Совета Республики Узбекистан, 1994 г., №  2, ст. 46; Ведомости 
ОлийМажлиса Республики Узбекистан, 2000 г., №  5-6, ст. 153; 2003 г., №  5, ст. 67; Собрание 
законодательства Республики Узбекистан, 2006 г., №  41, ст. 405; 2009 г., №  15, ст. 172; 2013 г., №  18, ст. 233, 
№  41, ст. 543), Закон Республики Узбекистан “ О метрологии” (Ведомости Верховного Совета Республики 
Узбекистан, 1994 г., №  2, ст. 48; Ведомости Олий Мажлиса Республики Узбекистан, 2000 г., №  5-6, ст. 153; 
2003 г., №  5, ст. 67; Собрание законодательства Республики Узбекистан, 2013 г., №  18, ст. 233; 2014 г., №  50, 
ст. 588)
24 The laboratories of Uzbekekspertiza provide certificates of origin based on documents provided by exporting 
organization. See Положение опорядке проведения сертификации происхождения товаров в Республике 
Узбекистан (новая редакция) (Бюллетень нормативных актов министерств, государственных комитетов и 
ведомств Республики Узбекистан, 2000 г., №  13,Собрание законодательства РеспубликиУзбекистан, 2005 г., 
№  22, ст. 164)These documents are mainly based on acknowledgement letters by the mahalla, self-administration 
organizations in Uzbekistan. For more information on the mandate of mahalla see Закон Республики Узбекистан 
“ Об органах само управления граждан” (новая редакция) (Ведомости Олий Мажлиса Республики 
Узбекистан, 1999 г., №  5, ст. 110; 2003 г., №  9-10, ст. 149; Собрание законодательства Республики 
Узбекистан, 2004 г., №  37, ст. 408, №  51, ст. 514; 2007 г., №  39, ст. 399; 2008 г., №  16, ст. 117; №  52, ст. 513; 
2010 г., №  37, ст. 313)
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contract.25 This contract should be in line with prices set by working group of the 
Cabinet of Ministers and customs committee should issue declaration based on 
which the company should clear from customs in designated country. In addition, 
the company should pay logistical services to transportation enterprise and sell 
25% of earned hard currency26 to the bank on exchange rate set by the Central 
Bank of Uzbekistan.27 The latest decree of the cabinet of ministers allows 
exporting of fruits and vegetables only by air and rail.28 On the first sight, these 
regulations seem valid and demonstrate that the state has been exercising normal 
bureaucracy in order to regulate foreign trade. In fact, most of these regulations 
can be observed in other Central Asian countries.29

However, each of above mentioned steps create challenges to exporters 
and barriers make the business no longer profitable for companies to export 
fruits and vegetables from Uzbekistan. Therefore, the export has been declining 
and impacting income of rural Uzbekistan. Both, policy makers as well as analysts 
sometimes concentrate on number of issues as obstacles in exporting fruits and 
vegetables from Uzbekistan. Those include, “ postharvest losses as a result of 
improper harvesting, poor handling, lack of hygiene in packaging and inadequate 
storage after harvesting,”30 “ disconnected markets, lack of knowledge on foreign 
markets, bureaucratic cost and procedures, weak associations, ineffective 
communication,”31 “ lack of credit and loans, access to fertilizers, technical

25 See Постановление Кабинета министров Республики Узбекистан “ об утверждении перечня документов, 
представляемых органам государственной таможенной службы при осуществлении экспортно-импортных 
операций (Собрание законодательства Республики Узбекистан, 2015 г., №  29, ст. 382)
26 The survey result of the Centre for Economic Research demonstrated that 10 percent of exporters find selling hard 
currency “very difficult” , 50 percent found it “ difficult”  and remaining 40 percent find it “ easy.”  In  addition 
requirement of 100% prepayment for most export contracts poses a major difficulty for exporters. For details see 
Policy Brief, “How to Boost Exports in Uzbekistan: Policies and Institutions” U N D P in Uzbekistan, No4, 2006 p. 6 
http://www.uz.undp.org/content/dam/uzbekistan/docs/Publications/UN- 
Publications/Exports_in_Uzbekistan/un_uzb_PB_4_2006_Export_en.pdf
27 See Постановление Кабинета Министров Республики Узбекистан от т 29 июня 2000 года №  245 «о мерах 
по дальнейшему развитию и укреплению внебиржевого валютного рынка»
28 See Постановление Кабинета министров Республики Узбекистан “ о мерах по дальнейшему 
совершенствованию механизма регулирования экспорта плодоовощной продукции, картофеля, бахчи и 
винограда (Собрание законодательства Республики Узбекистан, 2015 г., №  34, ст. 457). On October 9, 2015 
the Cabinet of Ministers changed this regulation with degree 288 and allowed export of fruits and vegetables by 
trucks but only for those enterprises that has permission of export by the working group.
29 Loren Puette (2013) “ Tajikistan’s Fresh Produce Industry: Prospects for Growth and International Trade” Policy 
Resarch Brief, International Research and Exchange Board or Max Spoor (1999), “ Agrarian Transition in Former 
Soviet Central Asia: A  Comparative Study of Kazakhstan, Kyrgyzstan and Uzbekistan,” Working Paper 298,
O RPA S - Institute of Social Studies, Hague - Netherlands:, UrmatTakirov and Elena Vasilevskaya, “Business 
Process Analysis of the Export of Processed Fruits from Kyrgyzstan to Kazakhstan” , U N N ExT  Workshop on Trade 
Facilitation and Paperless Systems for Agrifood Products, Almaty, Kazakhstan, 4-6 M ay 2015: W orld Bank Report 
No. 53556-ECA, (2010) “ Central Asia Expanding Trade by Connecting with Markets: Kazakhstan, Kyrgyz 
Republic, Tajikistan”
30 NizamYuldashbaev, (2014) “ Fruit and Vegetable Overview and Increasing Exports to Russia” , Global 
Information and Agriculture Report
31 Roman Vakulchuk and Farrukh Irnazarov, (2014), Analysis of Informal Obstacles to Cross-Border Economic 
Activity in Kazakhstan and Uzbekistan A D B  Working paper Series on Regional Economic Integration No. 130, p. 10

http://www.uz.undp.org/content/dam/uzbekistan/docs/Publications/UN-Publications/Exports_in_Uzbekistan/un_uzb_PB_4_2006_Export_en.pdf
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assistance, high debt,” 32 “ limited land and water resources, seed production and 
breeding, insufficient introduction of advanced technologies for, production and 
cultivation, low level of provision of equipment, low efficiency of state regulation 
of production processes, inadequate access of agricultural producers to financial 
resources, including credit,” 33 “ organization of transport services, VAT refund, 
transiting via third country, customs declaration, sale of earned hard currency, 
charges and collections, requested documents from state organizations, %100 
percent prepayment for export contracts.”34

W hile all of the above mentioned obstacles have valid justifications, main 
obstacles perhaps lies in relations between protectionist policy35 and significant 
informal economy that money from export of fruits and vegetables generate in 
Uzbekistan. As in many transition countries significant part of economic activity in 
Uzbekistan is done “ backstage” and is not recorded in official statistics.36 
According to BEEPS, the role of the informal sector in Uzbekistan in 2008 
constituted 7%-8% of G D P.37 As it has been described that “ informal economic 
activity in Uzbekistan cannot be understood in relation to a formal economy... 
but one expression of a more general informalisation of state, society and life 
worlds.” In particular, the agricultural production of household could reach 
around 70% of households’ total income. Agricultural production in the 
household form is a key part of the rural households and three forms of agrarian 
system has been outlined: (1) state-ordered production, which includes 
production of cotton and/or wheat; (2) commercial production, in particular of 
fruits, vegetables and rice; and (3) household production, primarily for home 
consumption, but also including produce for barter and small-scale sales at local 
markets. A t the same time, there are assumptions that agriculture is something 
that farmers deal with. It is not always the case in Uzbekistan and majority make 
ends meet through a combination of sources of livelihood. Many try to earn 
money from being involved in agriculture and can include doctors, teachers, 
housewives, and children. Sometimes people hire or someone and sometimes 
they can also be hired by someone to do farming depending on regions/districts.

32 D ilbar Khalmirzaeva (2011), Agricultural Financial Market in Uzbekistan, its Conditions and Perspectives for 
Small and Medium Size Businesses” , European Journal of Business and Economics Vol.3 pp. 34-36
33 Centre for Economic Research, (2009) “Problems of Exporting Fresh Fruits and Vegetables from Uzbekistan,” 
Problems of Economic Transition, Vol. 52, No. 2, pp. 61-66.
34 Policy Brief, “How to Boost Exports in Uzbekistan: Policies and Institutions” U N D P in Uzbekistan, No4, 2006 p. 
6
35 See Saidazim Ganikhodjaev (2004), “Regulating System of Foreign Trade in Uzbekistan at the Transitional 
Period” Economic Journal of Hokkaido University Vol.33pp.205-219
36 Discussion on shadow economy in transition countries see Y a ir E ila t and Clifford Zinnes, “ The Evolution of the 
Shadow Economy in Transition Countries: Consequences for Economic Growth and Donor Assistance” , C A ER  I I  
Discussion Paper No. 83, September 2000
37 Vakulchuk Ed. Ibid. p.4
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There can also be those who are registered in one organization, and do another 
job entirely. Thus, lives of millions are shaped around informal sector and it has 
not been reflected in official statistics. 38

Perhaps, the role of informal economy is much more than indicated data as 
the economy of Uzbekistan with gradual transformation has not been competing 
with modern financial trends. Although Uzbekistan de jure introduced full 
convertibility of the soum, national currency for current international transactions 
back in 2003, importers often experience long delays in purchasing foreign 
exchange through official channels. This constitutes a major barrier for imports 
and exports because equipment, raw materials, spare parts and other goods often 
need to be imported to produce exportable goods. Therefore the country has 
multiple exchange rates: exchange rate set by the Central Bank of Uzbekistan, 
commercial bank rate, black market exchange rate39 and exchange rate 
established by stock. The differences between these rates are significant and the 
government intends to regulate fruit and vegetables exports in formal rates.

Uzbekistan is on the eve of losing markets for objective reasons. Fruits and 
vegetables of Uzbekistan have so far enjoyed easy access to markets of Russian 
Federation and Kazakhstan. Roughly 90% of the fruits produced in Uzbekistan are 
mainly exported to the Russian Federation and lesser degree to Kazakhstan.40 The 
increasing share of supermarkets in retail trade of these countries has started 
making food safety and quality the main binding constraints facing exports from 
Uzbekistan. In addition, the W T O  membership of these importing countries will 
eventually create technical barriers of exporting agricultural products. Despite 
there are reports on remarkable quality and taste of fruits and vegetables 
produced in Uzbekistan. Modern agriculture sectors of competing countries leave 
little space for products from not only Uzbekistan but also Central Asia as they 
have improved pre-processing as well as energy efficient refrigerating systems 
available to use of producers. The exchange of sanctions between Russian 
Federation and European states created vacuum and opportunity for trade in 
agricultural products from Uzbekistan but existing objective circumstances force 
to lose market that would be difficult to re-enter. As the previous economic

38 For detailed studies of informal economy in Uzbekistan see Johan Rasanayagam (2011), “ Informal economy, 
informal state: the case of Uzbekistan” , International Journal of Sociology and Social Policy, Vol. 31 No.11, pp. 
681-696; Veldwisch, G .J.A . and M . Spoor (2008). “ Contesting rural resources: Emerging ‘forms’ of agrarian 
production in Uzbekistan” . Journal of Peasant Studies 35(3): 424-451.; Deniz Kandiyoti (1999) “How to Get it 
Wrong in Rural Uzbekistan: An Ethnographic Critique of Household Survey Categories” , Discussion Paper No 
0699, Centre for Development Policy &  Research, School of Oriental and African Studies, University of London
39 Brion Anderson and Yuriy Klim ov, (2012) “Uzbekistan: Trade Regime and Recent Trade Developments,” 
Working Paper No.4, Institute of public policy and administration, University of Central Asia
40 Andy Sze, (2009) Uzbekistan: trade facilitation and logistics development” , Strategy report, Mandaluyong City, 
Philippines: Asian Development Bank



crisis41 in Russian Federation had negative impact to Central Asia the current 
trends demonstrate detrimental capacity. Nowadays, not only Middle Eastern42 
but also South American countries competing for fruit and vegetable markets 
despite significant logistical challenges. The role of China in markets has been 
increasing in Russian Federation and there is a trend in Central Asia to import 
fruits from China especially in winters due to high prices for locally produced 
products. In addition, it is necessary to add bad weather conditions including 
drought43 and cold weather in Central Asia as potential objective reasons.44

Therefore, export of fruits and vegetables highly depends on barriers and 
currently devastating regulations increasing the vulnerability of rural populations.45 
There are limited explanations for the Ferghana Valley producers of grapes not 
being able to compete with South American companies in Russian market due to 
high customs tax established by the government of Uzbekistan, despite advantages 
in logistics. Existing approach to agriculture and state focusing mainly on cotton 
and wheat as main hard currency crop is outdated46 and the government should 
establish mechanisms that give opportunity for exporter to formalize its activity. 
W hile, many experts were expecting increase of export from Uzbekistan to 
Russia due to exchange of sanctions, technical barriers had left this opportunity 
misused. The decrease in export of from agricultural products during summers 
and ineffective measures of market prices for fruits and vegetables in w inter 
should be noticed by the government and it has to take urgent measures to 
overcome upcoming crisis in society. Those policies should perhaps consider 
mainly liberalization of trade, diminishing technical barriers: abolishment of 
coordination mechanism at the cabinet of ministers, review of custom tariffs for 
fruits and vegetables, diminishing document requirements from banks from 
exporting organizations, provision of licenses for individuals involved in foreign 
trade. These policies should perhaps be taken upon consultations with partner 
states and after examining best foreign practices. The status quo will not enable

41 See Fahad Alturki, Jaime Espinosa-Bowen, and Nadeem Ilahi, (2009) “How Russia Affects the Neighborhood: 
Trade, Financial, and Remittance Channels” , IM F  Working Paper
42 Иран экспортировал в 2014 году овощи и фрукты на сумму $2,2 млрд. http://review.uz/index.php/novosti- 
main/item/2647-iran-eksportiroval-v-2014-godu-ovoshchi-i-frukty-na-summu-2-2-mlrd Review.uz 18.05.2015 
04:31
43 See World Bank (2006) Drought: Management and Mitigation Assessment for Central Asia and the Caucasus, 
Regional and Country Profiles and Strategies, W orld Bank Europe and Central Asia Region, Environmentally and 
Socially Sustainable Development Department
44 See World Bank (2008) M. Westphal, “ Summary of the Climate Science in the Europe and Central Asia Region: 
Historical Trends and Future Projections”
45 It has been estimated that agriculture contributes to the well-being of the nearly 14.5 m illion people who live in 
rural areas in Uzbekistan. See Donald F. Larson, Dilshod Khidirov, and Irina Ramniceanu, “Uzbekistan 
Strengthening the Horticulture Value Chain” , W orld Bank Report 2012
46 Sarah L. O'Hara and Bob Hudson (1999) Agricultural Decline in Uzbekistan: The Case of Yazyavan Region, 
Post-Soviet Geography and Economics, 40:6, 440-452
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the government to provide adequate standard of living for its citizens and likely 
result in political crisis that affects not only Uzbekistan but also other countries of 
Central Asia.



4
Some Reflections on Rothbard's Praxeology

E r im m e to v a  N afisa
Young Researcher at UWED

Murray Rothbard’s “ Man, Economy, and State” beautifully reveals specific 
and most intriguing features of a man, factors and means influencing production 
process and government interference to the state economy.

His ideas on similarities of the character of a man and government, as well 
as the economic concepts such as valuation, law of marginal utility, law of returns, 
typology of intervention have a significant importance in modern theoretical 
framework. In addition, Rothbard's praxeological analysis finds practical 
implications and arguments in different processes of modern economy.

In his approach, M.Rothbard emphasized the human action as purposeful 
behavior. The purpose of a man's act is his end; the desire to achieve his end is 
the man's motive for instituting the action. As he argues that human action can be 
taken place only by individual actors, governments or groups act is metaphor. 
Indeed government or societies have no independent existence aside from the 
actions of their individual members1. This idea was actual before M.Rothbard in 
political realism school. For instance, Hans Morgenthau wrote that politics, have 
in general, their roots in human nature1 2. Indeed man and government act similarly. 
Each action of man or government requires an image of a desired end and 
“ technological ideas” or plans on how to arrive at this end. However, they prefer 
their ends to be achieved in the shortest possible time. In practice, aiming at 
building a democratic state and strong civil society, Uzbekistan adopted the 
Strategy of Actions for the development of the Republic of Uzbekistan along five 
priority areas in 2017-2021. This strategy is the declaration of “ technical ideas” as 
well as qualitatively new approach to the system of strategic planning of state and 
social development of the country.

Another main idea of Rothbard provides an explanation for the factors and 
means which are scarce, limited with respect to the ends. These scarce means 
must be allocated by the actor to serve certain ends. Additionally, man should

1 Rothbard M . Man, Economy and State with Power and Market. Second edn. Ludwig von Mises Institute, 2004 p.3
2 Morgenthau H. Politics among Nations: The Struggle for Power and Peace. 4th ed. N .Y . 1967
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economize means in order to achieve the most desired ends.3 In that case man or 
government use the process of valuation regard with their ends. For instance, 
Uzbekistan's Strategy of action has defined five priority areas of development. 
They include the improvement of state and nation building, provision for the rule 
of law and further reformation of the judicial system, promotion and liberalization 
of the economy, social development, security, interethnic harmony and religious 
tolerance, implementation of balanced and constructive foreign policy. Each 
priority aim is consisted of several ends. Indeed Uzbekistan is trying systematically 
to achieve the main goals by using wisely the scarce means within the five years.

In “ Man, Economy and State” it is highlighted that all action is an attempt 
to exchange a less satisfactory state of affairs for a more satisfactory one. Actor 
cannot measure the gain in satisfaction, but he does know which of his wants are 
more urgent than others are. In practical case, Uzbekistan found the region of 
Central Asia is a main priority and named it to be “ a conscious choice” . Shavkat 
Mirziyoyev, President of the Republic of Uzbekistan has stated, “ Peaceful and 
economically prosperous Central Asia is our most important goal and key task”4. 
In other words, the more satisfactory state for Uzbekistan is the consolidation of 
the trend towards rapprochement with neighbors and the intensification of the 
interstate contacts at various levels. One of the means in this way, the President 
of Uzbekistan has initiated summoning the regular consultation meetings of heads 
of Central Asian states, which promote “ the level of political confidence” among 
countries of the region.

3 Rothbard M . Man, Economy and State with Power and Market. Second edition. Ludwig von Mises Institute, 2004
p .6
4 President Shavkat M irziyoyev addressed the 72nd Session of the United Nations General Assembly// 
www.uza.uz.- web-site of National agency of Information// 20.09.2017



The law of marginal utility was Vital-
lmportant

considered carefully by M.Rothbard as 
the actor gives up the lowest-ranking important
want that the original stock was important
capable of satisfying. The essential 
concept of this law includes that the 
greater the supply of a good, the lower 
the marginal utility; the smaller the 
supply, the higher the marginal utility5.
Man may be faced with the choice of 
giving up one unit of any good that he 
might choose. By ranking the various
goods and the ends served by the relevant units, the actor will give up the unit of 
that good of which the marginal utility to him is the lowest. Having human nature, 
government also acts similarly. Politics and politicians divide the national interests 
of state into three categories: vital-important, very important and important. In 
this case, the important interests of state can be marginal units in order to satisfy 
its vital and very important interests as sovereignty, territorial integrity, its 
existence and security. In addition, if country have more resources for the 
satisfaction its interests, the marginal units will be lower.

The “governmental” function of defense of person and property is vital to 
the existence of a free society. Government should protect the human defense 
and rights. M.Rothbard gave an example of violation of human rights in the case of 
smoke, as well as air pollution generally. The outpouring of smoke by factories 
pollutes the air and damages the persons and property of others. A ir pollution, 
then, is not an example of a defect in a system of absolute property rights, but of 
failure on the part of the government to preserve property rights. Note that the 
remedy, in a free society, is not the creation of an administrative State bureau to 
prescribe regulations for smoke control, but it is judicial action to punish and 
proscribe pollution damage to the person and property of others. In fact, 
nowadays, environmental issues are highly debated and topical question not only 
in one country, but in the entire world. For example, by 1990 stationary industrial 
sources accounted for the highest share of the Central Asia region’s air pollution. 
Following independence heavy industries went through a period of restructuring, 
decline and plant closures, and a transition to new technologies and types of

5 Rothbard M . Man, Economy and State with Power and Market. Second edition. Ludwig von Mises Institute, 2004
p .21
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products6. Besides the factory smoke, the desertification of the Aral Sea impacts 
negatively at the regional and global environment. These dust storms affect human 
health in densely populated areas near the former sea, damage vulnerable 
infrastructure and diminish air quality in Nukus and the Amu Darya delta. A t the 
national level, Uzbekistan is undertaking great efforts to combat the negative 
consequences of the desiccation of the Aral Sea on the environment and human 
health.

One more, Rothbard stressed explicitly the economics of violent 
intervention in the open market. A t the same time, he classified intervention into 
three types respectively to their participant actors: autistic intervention, binary 
intervention and triangular intervention. Determining the specifics of intervention, 
Rothbard explained the perception of individuals towards intervener: The 
individual or individuals coerced would not have voluntarily done what they are 
now being forced to do by the intervener7. In order to obtain its goals, the 
intervener use the threat of violence. In many cases the State is the only 
organization in society legally equipped to use violence and since it is the only 
agency that legally derives its revenue from a compulsory levy. However, in the 
free market, intervention of government should be limited or controlled. In 
Uzbekistan, one of the tasks of liberalization of economy is provision of greater 
freedom for small business and private entrepreneurship, radical reduction of 
government intervention in their activities, provision of early warning, efficient 
prevention of violations. Decree of the President of Uzbekistan «On additional 
measures to ensure the accelerated development of entrepreneurial activity, 
comprehensive protection of private property and substantial improvement of 
business climate» from the October 5, 2016 can be taken into account as legal 
base8.

6 FLER M O N IC A  project reports. The State of the environment in Central Asia:illistrations of selected 
environmental themes and indicators. 2015. p .6
7 Rothbard M . Man, Economy and State with Power and Market. Second edition. Ludwig von Mises Institute, 2004 
p.879
8 Decree of the President of Uzbekistan «On additional measures to ensure the accelerated development of 
entrepreneurial activity, comprehensive protection of private property and substantial improvement of business 
climate»// www.uza.uz.// 07.10.2016



The traditional type of triangular intervention is price control. It may be 
effective or ineffective. It can be ineffective, if the regulation has no influence in 
the market. The effective type is consisted of two forms: maximum price control 
and minimum price control. Maximum price control leads to shortages (AB), 
situations where quantity demanded (D D ) exceeds quantity supplied (SS. In the 
light of this fact, the typical governmental reason for selective price control—  
“W e  must impose controls on this necessary product so long as it continues in 
short supply”— is revealed an almost ludicrous error. As a solution to the 
problem, M.Rothbard put forward this idea: price control creates an artificial 
shortage of the product, which continues as long as the control is in existence—  
in fact, becomes ever worse as resources have time to shift to other products. If 
the government were worried about the short supply of certain products, it 
would go out of its way not to impose maximum price controls upon them9. In

Uzbekistan, in order to 
provide the population with 
the cheaper medicaments, 
government imposes the price 
control. It is one of the 
effective ways of social 
protection, but according to 
Rothbard's approach, this 
intervention may lead to 
shortage of medical drugs in 
open market.

Figure 83. Effect of a Maximum Price Control . . _ , , , ,
M.Rothbard tried to

find an answer to the paradox that the mass of supposedly incompetent 
consumers are competent to choose not only those who will rule over 
themselves, but also over the competent individuals in society. He offered an 
explanation that consumers are surely not omniscient, but they have direct tests 
of success or failure, while voters are not able to foresee the policies which have 
the best chance of success. Indeed this paradox is completely different matter.

To sum up, it is important to say that today M.Rothbard's praxeological 
approach has significant practical essence not only in economic theory, as well as 
in political, judicial and ecological processes. Indeed the purposeful behavior of 
human action is directed to the achievement of desired ends. In other words, man 
or government always attempt to attain the most favorable end in the possible

The Economics o f  Violent Intervention in the M arket

9 Rothbard M . Man, Economy and State with Power and Market. Second edition. Ludwig von Mises Institute, 2004 
p.879
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shortest time. In all spheres the actors effort to maximization of their gain in 
satisfaction. In addition, the valuation process of the ends importance is 
systematic process which exists in human nature.



5
M ises Approach for Nation Building

Mukhlisa Khudayberganova
Young Researcher at UWED

A  famous Austrian scholar and social philosopher Ludwig von Mises In his 
famous praxeology concept study devoted to the peculiar issues of nation building 
process brilliantly studied formation of nation and nationality through 
development of an individual. According to his opinion, an individual cannot 
acquire nationality of a certain country only because he lives there or received 
citizenship thereof. Neither his race nor origins of his personality can define his 
belongingness to a certain nationality. They can exert some influence on 
characters of people, but principal pivot is so entrenched that all other factors are 
accepted after examining them through the lens of fundamental beliefs.

Regarding the ancestors’ role in formulation of a personality, nationality, 
and then a nation, we must remember Shomakhmudovs’ and Samadov’s families, 
who adopted 14-16 children of different ethnicity during the W orld  W a r II. 
Among them there were Jews, Kazakhs, Tajiks, Moldovan, Ukrainian, Tatars, 
Russians, Belarusians and etc. Soon all of them started learning and speaking in 
Uzbek language. Today descendants of them attribute themselves to Uzbeks, and 
Uzbekistan, not to the nationalities of their real forefathers.

The proposal suggested by the author is that the language plays a key role 
in adherence of individuals to certain nationalities. Influence of this factor is more 
powerful than others due to the fact that a person’s thoughts, character and 
habits are shaped with a verbal tool. Ideas are delivered through the language. 
Several words and phrases in one language cannot be translated into another one, 
making the learner deeply analyze the language. Hence, the language creates and 
increases members of one nationality, later resulting occurrence of a strong 
nation. On the other hand, if a person does not know a language, then opinions 
given in that language cannot be fathomed, and therefore cannot be espoused. In 
other words, “ community of language binds and difference of language separates 
persons and peoples” 1.

1 Von M ises, L . ( 2 0 12 ). Nation, State, and Econom y. Liberty  Fund. p .38
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A t the same time, Mises mentioned that only mastering a language, that is 
feeling it, can fulfill the task of developing a nationality. Currently English is the 
most popular language in the world, being one of the six main official languages of 
U N . People from different countries communicate with each other with the help 
of English. Academic societies, including think tanks and universities, offer 
materials in English, while young people strive for success in speaking this 
language. However, popularity of English has not united individuals from various 
countries as one nation. Mises’s theory explains this trend as follows: a person is 
a member of a society, in the language of which he thinks. It means a well 
acquired new language makes an individual ponder differently than his native way 
of thinking. The author of the book claimed that a person “ is to be counted in 
only one nation if he thinks only in one language and processes everything he 
hears and sees in foreign languages through a way of thinking that has been 
shaped by the structure and the concept formation of his own language” 2. 
Meanwhile, there are nations representatives thereof speak various languages 
without qualifying themselves as unified nation.

The next important theoretical perspective introduced by the author is 
dialects. It is obvious truism that any unified nation uses more than one dialect. 
Sometimes dialects oppose each other, ensuing absorption of a part of them, 
whereas dialects of other languages successfully coexist for many years. According 
to the opinion of Ludwig von Mises, unification of dialects as one standard 
language occurs as a result of political, social and economic considerations3. In this 
procedure, effective usage of written form of any dialect is likely to lead that 
dialect to become a standard language.

Mises’s all standpoints on the role of language in development of nationality 
lead to his conclusion that is nations are consequences of communications. W hen 
minority interacts with majority; a person, speaking in one dialect talks to his 
peer, using the standard language; a youngster learns how to think in a new 
language - all of these are steps toward formation of a nation. People are unified 
through the language, and then they try to spread their perspectives. The same 
procedure has been observed in popularization of ideas on freedom, which has 
contributed to the occurrence of nationalism.

Mises highlighted the necessity of learning the evolution of nationalism. This 
idea is topical in these days especially, because majority considers the term as 
negative, discounting its history. Actually, in its pure essence, nationalism is a 
positive occasion. It is not to discriminate individuals in accordance with their

2 Von M ises, L . ( 2 0 12 ). Nation, State, and Econom y. Liberty  Fund. pp. 3 8 -3 9
3 Von M ises, L . ( 2 0 12 ). Nation, state, and economy. L ib erty  Fund. p. 50



nationality. This is a distorted version of the concept than its authentic 
appearance in its embroidery phases. In princely states representatives of different 
nations lived together under the reign of one person, who presented a particular 
nationality. Since the “ political conception of the princely state is the interest of 
the ruler” , frequently governors were offensive and audacious, turning locals 
disaffected towards themselves. For rulers, population was considered as their 
possession.

In these situations, ordinary people tried to attain independence from the 
rulers. Mises called these efforts as actions of freedom. The country dwellers 
were defending their own freedom. The population assumed responsibility of 
improvement of the nation by fighting against several oppressors. Thus, it is 
suggested that the term patriot became “ a synonym of freedom-minded”4. It was 
pacific nationalism, focused on refusing any domination. If we take into account 
the historical fact, when governors often were foreigners, it becomes clear why 
efforts of ordinary people, directed against the oppressing officials, have started to 
be regarded as actions against other nationalities. Meanwhile, some of individuals 
fighting against the ruler were indeed of the same nationality as the governor. This 
point demonstrates that “ this nationalism directed itself not against foreign 
people, but against despot, who subjugates foreign people also” 5. Mises offered an 
interesting case, when soldiers had to fight against their opponents, crying 
watchwords against the belligerent. Still, this happened also due to the orders of 
tyrants.

After achieving freedom, people try to unite in accordance with their own 
will. In other words, self-determination and/or self-governance is expected to 
appear as a next stage of nationalism. They collaborate with each other, inter alia 
representatives of other nationalities, to uphold their liberty. Moreover, 
economic and social challenges oblige individuals to be unified. Here appears 
economic liberalism, which necessitates complete freedom of economic and 
judicial systems. A t the same time, political liberalism calls for deciding on further 
steps according to will of people themselves. Consequently, democracy comes to 
solve the situation. W e  know that the fundamental tenet of democracy and 
liberalism is “ the harmony of interests of all sections of a nation and then the 
harmony of interests of all nations”6. In the book, the philosopher questioned this 
idea by analyzing real conditions. In particular, countries with mixed population 
cannot espouse the democracy because it is impossible to take into consideration 
all parties’ interests and goals. An elected official, despite his/her victory with

4 Von M ises, L . ( 2 0 12 ). Nation, State, and Econom y. Liberty  Fund. p.60
5 Von M ises, L . ( 2 0 12 ). Nation, State, and Econom y. Liberty  Fund. p.60
6 Von M ises, L . ( 2 0 12 ). Nation, State, and Econom y. Liberty  Fund. p.71
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majority votes, cannot be a favorable candidate for a part of society. As a result, it 
becomes popular, but a foreign rule for those individuals.

The minor groups should strive for their own existence. Thus, they have to 
use their political rights. Proportional representation is expected to be an efficient 
tool of resolving this question connected with minority, but in these mixed 
territories it tends to fail: the amount of elected representatives is considerably 
less to persuade other delegates. Therefore, democracy for the whole population 
can be considered as a tyranny for a group of individuals, or as Mises noted 
“ democracy means the same thing for them as subjugation under the rule of 
others”7.

Thus, in countries, where people speak different languages, freedom is not 
attained by democracy, on the very contrary, democracy becomes a basis for the 
rule of majority over minority. All of these conditions pave the way for military 
nationalism, the form of nationalism in a negative connotation as most of us 
accept today.

Before discussing the military nationalism, the author underscored the role 
of migrations in the history of humankind. According to his position, geography 
and migration, as a consequence of the first one, define the fate of nations. If a 
nation is located in a territory with unfavorable and barren soil, then economy 
and social conditions deteriorate, resulting in a movement of a group of people in 
searching for their happiness in other territories. Hence, world history becomes 
the history of national migrations, as Mises mentioned. Later, this history may 
elicit military nationalism: people start to change their placements, worsening the 
situation in the mixed territories. Locals of those countries will face challenges 
because of entrance to their homeland many foreign individuals. It then arises 
dislike of citizens - the tendency is currently being observed in a range of 
European countries. One of the pressing issues of the international relations and 
world policy, that is Brexit, occurred as a result of this migration.

In this modern world, the conclusions taken from “ Nation, State and 
Economy” , the book of Ludwig von Mises are actual and important. It provides 
readers with information on the role of language in uniting them, and how the 
mutual understanding influences the state-building procedures. Current 
tendencies in the globe demonstrate the necessity of this mutual understanding 
among various nations, as well as, between officials and residents. In the context 
of Central Asia, where many nationalities live together, speaking in different 
languages, the book’s proposals should be highly appreciated. Only in Uzbekistan, 
classes at schools are organized officially in nine languages. Although maintaining

7 Von M ises, L . ( 2 0 12 ). Nation, State, and Econom y. Liberty  Fund. p.77



favorable conditions and facilities to fulfill this kind of social rights of all citizens is 
a main duty of the government, the official language of the Republic, which is 
Uzbek, may suffer from lack of usage thereof. Moreover, the history along with 
the global trends have led to growth of Russian- and English-speaking residents 
inside the country. From one point of view, it shows the readiness of people to 
acquire new knowledge and experience. On the other hand, as Mises claimed, this 
tendency may further develop to the detriment of the Uzbek language, and the 
society in the future.

Last, but not least, Uzbekistan has large multinational community. Here 
different nationalities live together in amity and prosperity. Still, Ludwig von 
Mises’s suggests on scrutinizing the process of nationalism should be taken into 
account seriously in order to avoid further escalations and conflicts among 
people. Since Uzbekistan is located in the heart of Central Asia, and since the 
Central Asian region has been regarded as a place, where clash of national 
interests of powerful countries might be observed, foreigners can use the 
multinational society of Uzbekistan for their own advantage. Especially, in the 
years of advanced technologies, it has become easier than before. For this reason, 
“ Nation, State and Economy” of Austrian economist and philosopher Ludwig von 
Mises is valuable work to examine carefully.
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6
Reasoning Rogoffs Cash Theory

Odilov Rahmatullo
Young Researcher at UWED

Today's international relations (IR) differ with its too sophisticated and 
changeable nature from other previous centuries, where the behavior and state 
policy of nations were more predictable and explainable in the framework of 
socio-political sciences. However, understanding and analyzing current 
international relations require a broader new approach to studies of IR, including 
state policy in that or this sphere, which is called interdisciplinary approach. It 
enables the research to see the problem from another point of view and to 
discover its latent aspects, which are considered as driving forces and key 
elements of the researching object. In this term, our research is aimed to find out 
answers to some political questions in the overlapping area of economics and 
politics as it is indeed practically even theoretically impossible to show the “ red 
line” between economics and politics, consequently between state policies in 
economic and political spheres.

O ur unit of analysis is the state currency policy and its role in the 
eradication and eliminations of so called “ nontraditional threats or problems” 
such as corruption, terrorism, drug and human traffic, and the rest of a massive 
global underground economy etc. including its implications on the well-being of 
the population at all. The above-mentioned non-traditional threats, which we are 
facing today, have already changed the security environment at its all three - 
national, regional and global - levels raising the question for reviewing and 
rethinking our preventive and defensive means.

Firstly, wars and conflicts have always cost money and been a profitable- 
oriented business for certain parties. Unless we eradicate the financial roots 
international terrorism, drug traffic, human traffic; keep track of money order 
information in large amount international and national levels, high political 
statements without practical implementations remain as peanut politics.

Secondly, in the conditions of rising globalization processes alongside with 
regionalization especially in production, service, migration with their all



consequences it is required to rethink one-subject-based approach to 
international relations. You can't explain today the politics only through political 
events or theories. O ur world needs a new generation of young scholars and 
researchers with interdisciplinary and intercultural way of thinking who are able 
to elaborate pragmatic solutions to existing problems with the consideration of 
long-perspective tendencies. In this regard referring to Rogoff's Cash Theory we 
are eager to find out and demonstrate economic solutions to the some critical 
issues.

Kenneth Rogoff, a former chief economist of the International Monetary 
Fund from 2001 to 2003, Professor of Economics and Public Policy at Harvard 
University and recipient of the 201 1 Deutsche Bank Prize in Financial Economics, 
has been elaborating the idea o f less-cash society (if possible cash-less society) 
with the high-level of life standards, economic prosperity and transparency 
without corruption and crime.

Some advanced economies have already made significant steps towards 
paper currency phasing out reducing the number of large-denomination notes in 
the circulation. Although the demonetization could not be a universal solution for 
our problems we facing today it would create more favorable conditions to 
eradicate them. Therefore, we will focus on how phasing out of high- 
denomination notes could help to prevent international terrorism, corruption, 
drug traffic etc. and to what extent the countries should follow the steps of those 
advanced economies that have already some experience in this sphere.

In his book The Curse of Cash from 2016, Kenneth Rogoff, specifies his idea 
and calls politicians and decision makers to phase out paper currency as soon as 
possible. According to him, the paper currency (cash) is a key reason for today's 
most intractable public finance and monetary problems of the world. His idea 
seems at the first glance a little bit outlandish and utopic. The appearance of this 
book has caused hot debates about the role of cash in world finance system. 
Today we can find enough literature criticizing the Rogoff's idea and labelling it as 
utopic or too idealistic. However, his solid argumentation and practical 
implications of his ideas makes to meditate upon how and under what kind of 
conditions it is possible to use them in practice in order to get the effect argued 
by the author. Although many examples in the work were taken from American 
economy and finance system, this book is about the whole world and its 
monetary system1.

1 Kenneth Rogoff. Response to Jeffrey Rogers Hummel's Review of the Curse of Cash -Econ Journal W atch 14(2), 
May 2017: 164-173 URL: https://econjwatch.org/file_ download/984/RogoffMay20l7.pdf?mimetype=pdf
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A Less-Cash Society Without Crime and Corruption.
As author argues, they can be at minimum two reasons why we should 

begin phasing out paper currency.

Firstly, it makes more difficult to engage in recurrent, large, and anonymous 
payments, consequently it would likely have a significant impact on elimination of 
tax evasion, corruption and crime.

Secondly, phasing out paper currency is arguably the simplest and most 
elegant approach to clearing -the path for central banks to invoke unfettered 
negative interest rate policies should they bump up against the “ zero lower 
bound” on interest rates. Treasury bill rates cannot fall much below zero, 
precisely because people always have the option of holding paper currency, which 
at least pays zero interest.2

Coming to the first reason why cash should be rid of, Rogoff argues that 
paper currency has always facilitated tax evasion and crime. Thanks to significant 
development of new transaction technologies, the role of cash in the legal 
economy has already decreased while it remains important for small transactions 
but has become increasingly vestigial in medium-sized and large transactions3. 
Moreover, the more developed state banking and finance system is, the higher the 
level of transactions and taxation transparency. On the other hand, developed 
underground economy can be considered as a guarantee for tax evasion and 
circulation of illegal cash. From this point of view, further he develops his idea 
that highly developed countries should eventually eliminate paper money 
altogether, at least for large transactions, and that they should eliminate high- 
denomination notes— for example, the $100 bill and the 500 euro bill— as soon as 
practically possible.

Why actually high-denomination bills? The reason is that such notes are 
rarely used in ordinary transactions and often support criminal activities and tax 
evasion4. Thereby the proponents of cash phasing out suggest effective using of 
new modern banking technologies that have already made even small- 
denomination notes eventually less essential and attractive than they once were.

The demand for most advanced- country paper currency notes has been 
rising steadily for more than two decades and it counted in 2015 $1.34 trillion 
worth or $4200 floating around for every man in the USA. The most interestingly

2 Kenneth Rogoff, The Curse of Cash -Princeton University Press, 2016 Page 14
3 Ibid Page 1 14
4 Richard N. Cooper. The Curse of Cash Review -Foreign Affairs, May/June 2017. URl: 
https://www.foreignaffairs.com/reviews/capsule-review/2017-04-14/curse-cash

https://www.foreignaffairs.com/reviews/capsule-review/2017-04-14/curse-cash


fact is that about 80% of US currency supply is in $100 bills5, which is the highest- 
denomination note in circulations. Therefore, Rogoff suggests the reduction at 
least this high-denomination bills in the first stage. A  striking example the author 
brings the paper currency policy of some European countries with advanced 
economies. Rogoff argues that if governments were not so drunk from the profits 
they make by printing paper currency, they might wake up to the costs. There has 
been a little movement of late. The European Central Bank recently announced 
that it will phase out its €500 mega-note. Still, this long overdue change was 
implemented against enormous resistance from cash-loving Germany and 
Austria.6.

Sweden and Denmark have already made significant steps towards reducing 
the use of cash. First of all, they have reduced the number or high-denomination 
bills in the circulation that allows the banking system in these countries to get 
more control on transactions, as users are forced then to realize their contracts 
and transactions only through banks paying transaction payments (fees) which is

additional revenue to the 
state budget.

Here you can see 
(Figure 1) the tendency in 
cash demand in Sweden 
over the period of 2009
2015 that illustrates to 
what extent the country 
could manage to reduce the 
amount of cash in 
circulation. Through a mix 
of anti- crime and anti
terrorism measures, as well 
as a strong social 

predilection toward adopting new IT, Norway, Denmark, and S w e d e n  have 
witnessed a dramatic drop in cash usage while not seeing the same sharp rise in 
cash holdings as in most other advanced countries.

Figure 1. From this figure, we can see the decrease in large and medium- 
denomination notes in Sweden, although the country itself is now in the process

5 Kenneth Rogoff, The Curse of Cash -Princeton University Press, 2016 Page 15
6 Kenneth Rogoff. The Case against Cash from September 5, 2016 URL: https://www.project- 
syndicate.org/commentary/dangers-of-paper-currency-by-kenneth-rogoff-2016-09?a_la= 
english&a_d=57cd56142bd5d222f46f6f97&a_m=&a_a=click&a_s=&a_p=%2Fcolumnist%2Fkenneth- 
rogoff&a_li=dangers-of-paper-currency-by-kenneth-rogoff-2016-09&a_pa=columnist-commentaries&a_ps=
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of reducing cash usage. As noted afore, the demand for small-denomination notes 
hasn't almost changed over the years observed. This trend in demand has also 
respectively reflected in the banknotes and coins circulations in the country. Since 
2009 there is gradual decline in the cash circulations in legal economy. In other 
words, the country could manage to get more access into money circulation 
control and to reduce tax evasion and corruption.

However, we are far from the idea that the reducing of paper currency 
solves all problems of taxation, corruption, money laundering or illegal 
transactions, but in the case of effective combination with political tools it can lead 
more desirable and expected results.

The Use o f Cash to Facilitate Tax Evasion
According to Rogoff, the bulk of the rich world’s currency supply is used to 

facilitate tax evasion and illegal activities such as human traffic and financing 
terrorism. A  cashless world would also make monetary policy more effective, as 
savers would no longer be able to stuff cash under mattresses in case of negative 
rates. And as shopkeepers and businesses in relatively cash-light countries such as 
Sweden are discovering, there are other real benefits to preferring electronic 
payments over cash, including security, lower costs, hygiene and convenience, for 
both business and customer7. However, we have to highlight that a cashless 
society, which will be neither feasible nor desirable anytime soon. But a less-cash 
society would be a fairer and safer place.8

A  lot of the money - these big bills - is used to facilitate tax evasion and 
crime, because as he argued, we all use cash in our everyday life, but hundred- 
dollar bills or 500-euro notes are almost not used. And yet these account for 
mountains of cash out there and they're being used in tax evasion and by criminals 
of all types9. The largest holdings and use of cash in the domestic underground 
economy likely derive from residents of all types (e.g., citizens, green card holders, 
employers of illegal immigrants) who are broadly engaged in legal activities but 
who are avoiding taxes, regulations, or employment restrictions10. Such kind of 
tax evasion leads to two different negative consequences in the legal state economy

7 The Economist explains: W hy some economists want to get rid of cash -The Economist from August 17, 2016 
URL: https://www.economist.com/blogs/economist-explains/2016/08/economist-explains-11
8 Kenneth Rogoff. The Case against Cash from September 5, 2016 URL: https://www.project- 
syndicate.org/commentary/dangers-of-paper-currency-by-kenneth-rogoff-2016-09?a_la= 
english&a_d=57cd56142bd5d222f46f6f97&a_m=&a_a=click&a_s=&a_p=%2Fcolumnist%2Fkenneth- 
rogoff&a_li=dangers-of-paper-currency-by-kenneth-rogoff-2016-09&a_pa=columnist-commentaries&a_ps=
9 Robert Siegel . An Interview with Kenneth Rogoff: 'The Curse O f Cash' Makes Case For A  W orld  W ithout Paper 
Money -National Public Radio from September 1,2016 URL: https://www.npr.org/2016/09/01/492288888/the- 
curse-of-cash-makes-case-for-a-world-without-paper-money
10 Kenneth Rogoff, The Curse of Cash -Princeton University Press, 2016 Page 59
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and sharpens the socio-political environment the country: f irs t , tax evasion 
creates so called “horizontal equity” which means that the law-abiding citizens 
paying all taxes turn into “ losers” in the competition with those who hide their 
real income using cash.

On the other hand, the state budget loses billions of dollar each year that 
harms the income distributive function of the state. For example, according to the 
Internal Revenue Service of the USA the “ tax gap” is rising —  “ the costs of tax 
evasion alone are staggering, perhaps $700 billion per year in the United States 
(including federal, state, and local taxes), and even more in high-tax Europe. 
Crime and corruption, though difficult to quantify, almost surely generate even 
greater costs, that’s why it is time to think not just of illegal drugs and 
racketeering, but also of human trafficking, terrorism, and extortion” 11. Such kind 
of problem is common for almost all countries, including emerging and developed 
as well. From this tendency we can conclude that the more developed the domestic 
underground economy with cash circulation, the higher the level of tax evasion and crime 
is.

As afore-mentioned phasing out paper currency will hardly solve the 
world's problems in tax evasion, terrorism or transnational crime, however it 
would create one of the strategic important practical preconditions for 
eliminating those problems.

Rogoff's offer very gradually phasing out large notes, while leaving small 
notes ($10 and below) in circulation indefinitely has an important sense for all 
countries, including emerging countries as well. His plan provides for financial 
inclusion by offering low-income households free debit accounts, which could also 
be used to make government transfer payments. This last step is one that some 
countries, such as Denmark and Sweden, have already taken11 12. Developing his idea 
in 2016 Rogoff suggested to emerging countries to focus on more gold reserves. 
If we analyze the experience of advanced economies of the world, so we can see 
that many rich countries that hold 60-70% of their (admittedly smaller) official 
reserves in gold while this index in emerging countries makes about 10% .

Conclusion
Paper currency phasing out would hardly to solve all afore-mentioned 

problems such as corruption, tax evasion, transnational crime etc., however it

11 Kenneth Rogoff. The Case against Cash from September 5, 2016 URL: https://www.project- 
syndicate.org/commentary/dangers-of-paper-currency-by-kenneth-rogoff-2016-09?a_la= 
english&a_d=57cd56l42bd5d222f46f6f97&a_m=&a_a=click&a_s=&a_p=%2Fcolumnist%2Fkenneth- 
rogoff&a_li=dangers-of-paper-currency-by-kenneth-rogoff-2016-09&a_pa=columnist-commentaries&a_ps
12 Ibid
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would force the underground economy to employ riskier and less liquid payment 
devices. Cash may seem like a small, unimportant thing in today’s high-tech 
financial world, but the benefits of phasing out most paper currency would bring 
more benefits than it is criticized today. Acknowledging the fact that financial and 
economic preconditions vary from country to country, from individual to 
individual even, Rogoff suggests his phasing out plan based on three main 
principles:

a) The ultimate goal is to make it more difficult to engage in anonymous 
untraceable transactions repeatedly and on a large scale. Relatedly, it is 
intended to make it more difficult to secretly transport and store large 
quantities of cash. The idea is to reduce wholesale use of cash in tax 
evasion or illegal activities. For the most part, the use of cash in large 
legal transactions is becoming increasingly vestigial and unnecessary, at 
least in advanced economies.

b) The speed of transition needs to be slow, stretching changes out over at 
least 10-15 years. Gradualism helps avoid excessive disruption and gives 
institutions and individuals’ time to adapt. It puts authorities in a position 
to make adjustments as issues arise and as new options become 
available.

c) It is essential that poor and unbanked individuals have access to free 
basic debit accounts (or the future equivalent), and possibly also basic 
smartphones, as several countries have already done or are 
contemplating.13

Further Rogoff explains how this phasing out could affect daily or person- 
to-person transactions, foreign currency exchanges where the security and 
privacy issues retains central attention. In this regard it is to highlight that there 
could be any universal, fully guaranteed detailed plan for phasing out paper 
currency as countries have different systems and various level of economic and 
financial development. Therefore, Rogoff's idea should be considered as a 
strategic concept for at least 15-20 years which outlines strategic discourse of 
economic development of the country. On the other hand, tactic steps offered by 
Rogoff do not harmonize the certain financial and economic infrastructure in the 
country, especially in emerging one, however harmonization and combination is 
only the question of time and political will of the decision makers. In this term, 
the implementation of Rogoff's idea at national level could be the object of future 
studies with a glance of national conditions.

13Kenneth Rogoff, The Curse of Cash -Princeton University Press, 2016 Page 93



7
What is a Spirit of Capitalism?

Eldor Samandarov
Young Researcher at UWED

Max W eber’s writings spurred a huge resonance in the science of that time. 
Already on the first pages the scientist refuses to consider capitalism, as only 
monetary benefit. Undoubtedly, for all time immemorial, capitalism was associated 
only with “ profit” . But since greed can be observed in every person, regardless of 
age, sex and religion and in every corner of the world, W eber calls not to link this 
with capitalism: “The pursuit of entrepreneurship, the pursuit of profit, the 
monetary gain ... itself has nothing in common with capitalism1” .

According to the German sociologist, capitalism or its beginnings existed in 
the ancient world, nevertheless, W eber was interested directly in the process of 
the emergence of capitalism, which he associated with the confession. He was 
interested in the role of place and religion in the formation of a certain way of life, 
views and values of the people of the world, especially in the W est. Religious 
orientation in this case, Protestantism, influenced inherently on the psyche and 
education of the owners of capital, regardless of what strata of society they 
belong to. For example, W eber traced the fact that among Protestants a large 
percentage of graduates of technical schools, while Catholics are plunged into the 
humanities. Consequently, this was the answer why the craftsmen who work in 
the craft show more inclination to remain artisans, that is, the majority become 
masters within the craft, while Protestants in relatively large numbers seek to 
enter the industry, where they replenish the ranks of skilled workers and office 
workers. Speaking about the very “ spirit” of capitalism, W eber noted that a 
complete definition of it could be formulated only at the end of the study. But 
undoubtedly argued that it is necessary to start studying from a country in which 
the religion varies. “W hen acquainted with the professional statistics of any 
country with a mixed religious composition of the population, one phenomenon 
invariably attracts attention, repeatedly discussed in the Catholic press and 
literature and at the Catholic congresses of Germany1 2. W e  have in mind the

1 Макс Вебер. Избранные произведения / М . «Прогресс» 1990 ст 47.
2 Hartmut Lehmann. The rise of Capitalism. / German historical institute. Washington. January 2013. pp 195-208
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undoubted predominance of Protestants among the owners of capital and 
entrepreneurs, as well as among the higher skilled strata of workers, and above all 
among the higher technical and commercial personnel of modern enterprises” .

Therefore, I want to start with the first barrier with which the spirit of 
capitalism had to face - the established type of education and behavior that the 
scientist called traditionalism. How, then, did the traditionalism influence the 
behaviour of people with regard to production work, let’s analyze this on several 
examples:

a) In agriculture, work requires harvesting. A  modern entrepreneur 
naturally hopes to increase the productivity of labor by enclosing a piece-rate 
payment for the crop. Consequently, in the near future, in order to further 
increase the intensity of the economy, the entrepreneur raises prices in order to 
be more interested in the labor of the workers. However, there are unexpected 
difficulties associated with a decrease in efficiency. It should be noted that the 
scientist in advance emphasizes that a purely low-wage salary can not serve 
capitalist development. Low wages do not justify themselves in any way.

b) Entrepreneurs who hire female workers are undoubtedly faced with 
a lack of desire and ability to learn and accept new methods of work. Any 
explanation of how to make work easier causes them to protest and distrust that 
there is something better than the proven old method.

Quite different is the situation with the workers of the pedagogical circles, 
where religious education presupposed the inculcation of “duty in relation to 
labor3” . They are receptive to new information and take into account the size of 
their earnings with sober self-control and moderation.

It is here that the author is confronted with the attitude to work as a 
“vocation” , only thanks to such religious upbringing one can overcome the 
routine of traditionalism, the author writes. Labor as a vocation, can not arise 
from high or low wages, this can only happen after a long process of education, 
both family and religious, which in fact was the same in ancient times.

Catholics prefer stable earnings and a stable position, the risks on the way 
to income are not for them. Undoubtedly, a peculiar kind of mentality and 
upbringing is being played, inspired by the religious atmosphere, the motherland 
and the family. N o  wonder they say that being determines consciousness.

W erner Sombart, a researcher who already raised the question of the 
relationship between religion and economic development in his work “ Modern 
Capitalism” under the influence of W eber’s work, began an even more extensive 
work on the study of the roots of capitalism. In his next work, “Jews and

3 Макс Вебер. Избранные произведения / М . «Прогресс» 1990 ст 94



Economic Life” , he concluded that this spirit must be sought from the Sephardim 
of Jews expelled from Spain and Portugal at the end of the 15th century.

W eber emphasizes that the “ Spirit” of capitalism, undoubtedly, existed in 
India, Babylon, China in antiquity and the Middle Ages, but it lacked a kind of 
ethos that Ferdinand Kurnberger calls “ the philosophy of stinginess” . “The ideal of 
its creditworthiness is a respectable person, whose duty is to consider the 
multiplying of his capital as an end in itself ”4. This same philosophy was very close 
to the moral rules of Benjamin Franklin: “ From the cattle are extracted oil, from 
people money” . Franklin also asked a very interesting question: “ Have you seen a 
man who is agile in his business? He will stand before the kings” . The diligence of 
the person following his calling is the alpha and omega of Franklin’s morality. After 
such a discussion by a politician, it becomes curious how Franklin’s world view 
was formed. It is not surprising that Franklin’s reasoning was based on his 
education more precisely, on the specific religious influence of the parents, which 
clearly took place. Franklin in his autobiography often responds with biblical 
sayings, which he himself derived from his father a strict Calvinist.

As a result, comparing the Catholics and Protestants W eber, concluded 
that the Catholics “ fade” next to the Protestants, since they do not have a 
tendency to rational thinking about the economy. W hile the latter have a “ duty to 
work” , which could not but influence the lever to understanding labor as a 
vocation. According to W eber, it was Protestantism with its ethics of professional 
duty that proved to be the most adequate form for highly productive capitalism.

The so-called “vocation” for work was mentioned more than once. In 
German, this word sounds like “ beruf” , and in English calling. Speaking of the 
vocation, I would like to note at once that if we historically trace the fact that the 
people, who gravitate in the predominant part to Catholicism, as well as among 
the peoples of classical antiquity, there is no concept analogous to what is called 
“ Beruf” in German, in the sense A  certain life situation, a clearly limited sphere of 
activity, whereas it exists for all Protestant peoples.

This idea and gave a push in history to the “ Protestant ethic” , which served 
to form people of a “ new type” . W eber directly linked this with the Reformation 
of Luther Martin. Luther refers worldly activities to the sphere of man-made: 
“ being pleasing to God and being the necessary natural basis of religious life, it is 
morally indifferent, like food or drink” . However, the more consistently Luther 
pursues the idea of “ sola fide” (salvation only by faith.) and the more sharply he 
stresses the opposition of his teaching to the “ evangelical councils” of Catholic 
monasticism, which are “dictated by the devil” , the more important is his

4 Werner Sombart. The Jews and Modern capitalism. / Harward University “E.P.Dutton” 1913 p 74
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professional vocation. Luther believed that all professions are equal before God, 
no matter what a person does, any activity is considered “god-pleasing” . “ Eternal 
bliss is available to everyone regardless of its social status, it is pointless to attach 
importance to the nature of the profession, when the life path is so short” . 
However, he considered the monastic way of life not only senseless, but also 
selfish. Such people, in his opinion, clearly do not want to work and show 
Christian love for their neighbour due to the cold-blooded attitude towards their 
obligations to God.

Luther’s activity that developed during the first decade of the Reformation, 
although it is the development of the idea of a new professional activity, but as 
such did not lead to changes. Because, the reformation itself did not mean the 
complete elimination of the domination of the church, but only the substitution of 
one for another, while the one that penetrated into all spheres of public life, 
which of course was fraught with certain consequences.

W eber does not believe that Luther’s teachings are filled with a capitalist 
spirit, on the contrary his view is purely traditionalist, since Luther is a devotee of 
the religious idea that everyone should be content with what is, and the pursuit of 
profit belongs to the atheists. It makes no sense to hide that Luther was very 
doubtful and distrustful about capital. If it goes down in history, this may be due 
to the fact that at that time Germany was seized with a great deal of excitement, 
as the sea route to India was being developed. The trading company of the 
respectable Catholics of the Fugger brothers (a notable family, bankers whose 
pedigree was full of successful entrepreneurs) became very wealthy after going to 
India. It was rumored that they themselves do not know how much they earned, 
but they knew that they had become fabulously rich. In his terms, it looked sinful 
and completely incompatible with the commandments of God. Perhaps, that is 
why the ethical contribution of Lutheranism was, first of all, negative.

It is also worth noting that in Lutheranism the idea of constant self-control 
and systematic regulation of one's own life, which characterizes the severe 
Calvinist teaching, was completely absent. Lutheranism, to a lesser degree than 
Calvinism, filled life with an ascetic content. That is, since there was no hard self
control, the Lutheran knew that he could easily find forgiveness by repenting of 
the committed sins, which means that he lacked that “ duty to work” 5.

W eber also argues that in Protestantism “ the performance of duty within 
the worldly profession is regarded as the highest goal of the moral life of man” 6. 
And undoubtedly, as was said above, W eber’s views differed in many respects

5 Макс Вебер. Избранные произведения. /Религиозная основа мирского аскетизма / М . «Прогресс» 1990 ст 
147.
6 Макс Вебер. Избранные произведения / М . «Прогресс» 1990 ст 100.



from Luther’s principles, but it remains unchanged that thanks to Luther the 
moral value of labor, worthy fulfilment of which was approved by God in this and 
other world, so to speak professional vocation of a traditional character, has 
increased. W eber also did not share Luther’s view that capitalism as an economic 
system is a product of the Reformation. Since in his work he aspired to reveal 
precisely “whether religious influence also played a certain role in the qualitative 
formation and quantitative expansion of the “ capitalist spirit” , and what specific 
aspects of the capitalist-based culture date back to this religious influence” 7.

In this regard, W eber starts to look for the same “ spirit” in other 
Protestant denominations.

One of the movements that W eber in the last section considered was 
ascetic Protestantism, where the professional vocation is fully revealed. That is, 
we are talking about English Puritanism, the heir of Calvinism, which W eber 
describes as the most vivid example of spiritual life that gave birth to capitalism. 
Supporters of this teaching advocated the complete purification of Protestantism 
from signs of Catholicism. W eber discovers all the features of the ascetic 
capitalist, as already noted, in B. Franklin’s work “ Soviets for a Young Merchant” . 
This work criticized pleasure for the sake of pleasure and irrational use of wealth. 
However, describing the Puritans, W eber puts forward the idea of comfort. 
Com fort in this case was described as a restriction of the amount of expenditure 
(rather than increasing it to create favorable conditions, as is commonly assumed 
in our time), and this distinguished the modern W estern capitalist from his 
predecessor, the Catholic8.

The Puritans, in comparison with the luxury and boasting of medieval feudal 
lords, preferred their “ ideal life” -spun and rational with established norms and 
rules of the middle class. This was an impeccable manifestation of rational 
bourgeois life. W ealth is not for wealth, but for the sake of calling, because wealth 
itself breeds laziness. But it is worth noting that wealth, obtained by means of 
fulfilling a professional duty, is considered justified by wealth. So it was prescribed 
by God, therefore the unwillingness to be rich was regarded as a desire to be sick 
and unhappy. As W eber writes in this connection: “ ... the religious evaluation of 
tireless, constant, systematic worldly professional work as the most effective 
ascetic means and the most faithful and obvious way of a regenerated person and 
the truth of his faith, would inevitably serve as a powerful factor in spreading the 
worldview that we defined as "the spirit of capitalism”9. However, in accordance

7 Макс Вебер. Избранные произведения. /Религиозная основа мирского аскетизма / М . «Прогресс» 1990 ст 
106.
8 Werner Sombart. The Jews and Modern capitalism. / Harvard University “ E.P.Dutton” 1913 pp 103-109.
9 Макс Вебер. Избранные произведения / М . «Прогресс» 1990 ст 108.
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with the Old Testament and with other ethical values of good deeds, the pursuit 
of wealth is a deplorable act. Therefore, in Puritanism, the main and most serious 
sin is a waste of time. The life of a person is extremely short and precious, and it 
should be used to “ confirm” one’s vocation. Spending this time on secular 
entertainment, “ empty chatter” , luxury, not even exceeding the necessary time of 
sleep - no more than six, in extreme cases, eight hours morally completely 
unacceptable. Long before the dictum of B. Franklin “Time is money” , indirectly 
Puritans in a spiritual sense singled out this idea in that time is infinitely expensive, 
for every lost hour of labor is taken from God, not given to the increase of his 
glory. An empty and sometimes even harmful occupation is therefore 
contemplation, in any case, when it is carried out at the expense of professional 
activity. For contemplation is less pleasing to God than the active fulfillment of his 
will within the framework of his profession. In addition, for classes of this kind 
there is a Sunday. According to the most peace-loving literary representative of 
purity, Richard Baxter, asceticism helped build the so-called cosmos of the 
economic order. Baxter’s ideas are interwoven with the famous apotheosis of the 
division of labor in A. Smith. A  certain specialization leads to labor productivity, 
serving the common good, gives the worker training. Baxter highlights a very 
important detail that work, work outside a particular profession is accidental, in 
this case the person is more lazy than working. In concluding this dictum, the fact 
that he, the worker, is engaged in orderly activity, unlike those who are in 
constant confusion from an indefinite vocation. The systematic and methodical 
nature of the work is the main requirement of worldly asceticism. N ot work itself 
as such, but rational activity within the framework of its profession is pleasing to 
the Almighty. N ot for their own pleasure and sinful temptations, the Protestants 
needed to grow rich, but only in the name of the God. W ealth is largely blamed 
for the fact that, having mastered it, one can greatly relax, thereby becoming lazy, 
which later results in the fulfilment of sins, and this is already regarded as a path 
contrary to God’s commandments. But if wealth is used rationally and for good, it 
is not blamed, but on the contrary is seen as prescribed by God. Baxter paid no 
attention to poverty, and sharply condemned it. If a person is able to work 
consciously attached to poverty and laziness, this is tantamount not only to sin, 
but also to breaking the covenant of loving one’s neighbor.

Just as the accentuation of the ascetic significance of the permanent 
profession serves as an ethical idealization of modern professional specialization, 
so providential interpretation of the desire for profit serves the idealization of the 
business person. The ascetically inclined Puritans are equally disgusted both by the 
aristocratic negligence of the nobility, and by the swagger of the upstarts. 
Complete ethical approval is met by a sober bourgeois- self made man.



As it was mentioned more than once, People in their majority work only 
when they are forced by need. The leitmotiv of the capitalist economy formulated 
in this way then entered the theory of “ productivity” of low wages as one of its 
components. Medieval ethics not only allowed beggary, but even made it an ideal 
in the mendicant orders. And in the world beggars sometimes were defined as a 
kind of “ estate” , the meaning of which is that it creates an opportunity for the 
propertied opportunity to do good deeds, giving alms, thereby salvaging their sins. 
As W eber points out, Protestant sects and strictly puritanical communities did 
not really know beggary in their midst.

Summing up, it should be noted that the Puritans were strictly rational and 
methodical in everything, regardless of what they were doing, whether they were 
religious or political and economic tasks. W hile Luther wanted people to do good 
deeds in the name of God, the approach of the ascetic Protestants was different. 
They were really radical and did not strictly follow traditionalism; and also 
believed that if secular lords do not behave according to the Bible, then they 
should not obey.

W eber also admitted that asceticism can create a certain threat: W hile 
asceticism moved from monastic cells to professional life and subordinated to 
itself an inner morality, it contributed to the creation of that powerful cosmos of 
the modern economic order, which is based on the economic and technical 
prerequisites of mechanics -machine production. This cosmos today with an 
incredible force of coercion determines and will determine - to the last centner of 
the fuel - the lifestyle of all those who are involved in this engine from birth, and 
not only those who are connected with it economically profitable activity.

Only as a thin cloak, which can be thrown off at any moment, should, 
according to Baxter, lay on the shoulders of the saints their worries about earthly 
goods. But from the cape, rock makes a steel case .

No one yet knows who will be in this case, or completely new prophets 
will appear at the end of this monstrous development, or old ideas will arise, but 
if neither of them exists, there will be a mechanical torpor with a tense awareness 
of its significance.

Probably, then for the last people of this development the words will 
become true: “ Professionals without a soul, hedonists without a heart - and these 
insignificant things that they have reached a level of human development that was 
previously inaccessible to anyone” 10.

However, W eber notes that some of the areas still need to be investigated. 
First, it would be necessary to investigate the influence of ascetic rationalism on

10 Макс Вебер. Избранные произведения. /Религиозная основа мирского аскетизма / М . «Прогресс» 1990 ст 
153.
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other areas of life, and its historical development should be more strictly traced. 
In addition, it would be necessary to explore how Protestant asceticism itself has 
changed under the influence of social conditions, including economic conditions.

I would like to note that the huge role that Max W eber occupies in 
modern science. After W eber left himself a giant layer of heritage, not only in 
sociology, but also in political science, political economy and science of the 20th 
century as a whole. As already noted, W eber’s life was closely connected with 
religion, a reflection of this we see in the work “ Protestant ethics and the spirit of 
capitalism” .

Obviously, the scientist did not have vain illusions about human nature. He 
understood that the moral ideals of any religion, including asceticism, cannot fully 
control the thirst for wealth. It is impossible not to agree that no one would have 
thought about labor if money were growing on trees. But throughout the work, 
W eber tirelessly repeated about the vocation to work, which he found with the 
Protestants, which in his opinion was of great importance for the future. 
Undoubtedly, if there were not such people called to work, the person did not 
move beyond the cave. But W eber slightly idealizes the role of religion in the 
development of capitalism. Since the role of religion undoubtedly has a certain 
influence on the formation of the spirit of capitalism, worldview or values, but 
one can not ignore the character given by nature, as well as the genetic 
background of each individual nation. But since education was mainly based on 
church prescriptions and religious views, people were divided on religious 
principles.

In this case, Protestantism, of course, embraced most of Europe and moved 
to a new light. And immigrants from the old world quickly settled on a new 
continent and began to build a new state. One of the important factors in the 
formation of the United States is undoubtedly religion. And today Protestantism is 
the first religion of the United States in terms of the number of adherents.

But the influence of Protestantism, no doubt, was not, to the extent that 
W eber describes it. The beginnings and preconditions of capitalism were long 
before the wave of the Reformation. And later, not without the help of 
Protestantism, and religion as a whole, it was formed.

If I say the conclusion, the capitalism right now also in business that is 
consider very important, in the case the theory of Max W eber always come to be 
some culmination. If we can connect with it the economy of Uzbekistan we may 
see some of them useful aspect today. For instance, in the course of Soviet Union 
among people would been the spirit of socialism that a lot of people had been 
learned to live without initiatives because of the equally of financial rhythm. 
After proclamation the independent of Uzbekistan, in our country had done a lot



of reforms with business. As this reform we may see develop the small business. 
W e  may see it continue. In this outcome, the face of capitalistic economy had 
passed step by step and create lots of industrial plants. So it always consider the 
base of ”The spirit of Capitalism “ .Now  the people of our country are because of 
the rising themselves savings, and as enter their different spheres, and are taking 
a lot of profits right now. The people themselves always take profits according to 
discretion, it is motive that doing the new some initiatives. So the spirit of 
capitalism are mix up their bloods.

Max W eber has called that for reputable their responsibility jobs it may be 
the main stimulation their wages. Right now in our country over high rising wages, 
are arranged a lot of reforms. And also in the future I think it will be useful the 
economy of our country the side of prosperity.

In according to, in our country is also foundation the big business and 
develop the capitalism and it would seem be to the high degree of population’s 
life. Because from the big business come the profit, it does accounts for the huge 
quantity too. Max W eber has called so that: it is better the thousands of huge 
corporations than the million of small ones. In our country, I think so that, despite 
of there are much of shortages in creating huge business, but in the future 
develop huge business will serve the way of prosperity of our country.
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8
Capitalism Vs. Socialism: Schumpeter's Approach

Shokhrukh Sheraliyev
Young Researcher at UWED

From the history of economy, we are familiar with great number of famous 
economists, scholars and experts. Their work could reach us as books, articles or 
textbooks or so on. Each of them had its own features that did not repeat each 
other, and almost all of them were written in terms of those times’ issues and 
problems. However, today we have works that have not lost its significance, 
value, matter, actuality or substance in today’s economic policy yet. W e  can 
identify them like permanent or immortal creation of great masters. The meaning 
within books is much more important than other factors, of course.

In the analytical work it is also raised good questions about today’s 
economy and real economic problems. The problems indicate that today 
capitalism is not working as it worked before (after G reat Depression). Good 
example of this conception is global financial crash in 2008 and its consequences 
like the crash in the 30s of the last century.

To understand the real situation and assess it more relevant we have to 
look through two books born after two above mentioned economic crises. One 
of them is Joseph Schumpeter’s “ Capitalism, Socialism and Democracy” and the 
other is Joseph E. Stiglitz’s (modern economist and Nobel prize winner in 
economics in 2001) “The price of inequality” . Let’s discuss each one by turn.

P e r c e iv in g  S c h u m p e te r ’s V ie w
Undoubtedly, one of those great masters’ is famous Austrian-American 

economist, Joseph Schumpeter (1883-1950) and the heritage and points of view 
left by him have been keeping on playing indispensable role in not only world 
economy and its theories, but also political and sociological aspects.

In Capitalism, Socialism and Democracy (CSD ) Joseph Schumpeter 
discussed the question whether capitalism can survive. He concluded that 
socialism would eventually displace capitalism also in W estern countries. Even if 
he concluded as Marx, his conceptions were quite different from Marxian theory.

As we mentioned above his works have kept its actuality today. They are 
read by huge amount of readers all over the world. His famous books are



“Theory of economic development” , first publication of which was in 1911 and 
“ Capitalism, Socialism and Democracy” firstly published in 1942 having next two 
publications although he wrote lot of other books and articles which are known 
well today.

In this analytical work, I try to analyze and reveal the substance of the book 
“ Capitalism, Socialism and Democracy” on the basis of my reading and analytical 
skills.

This book contained of mainly five sections. As it can be seen from the 
heading of the book, each section covers one concrete theme and author tries to 
clarify his minds and views precisely and objectively bringing, in some cases, real 
examples of his own experiences in particular topic if it needs.

In the first section, Schumpeter accurately but briefly explored Karl Marx’s 
economic views. Obviously, Karl Marx is one of ten outstanding economists of 
history of economy whenever humanity have seen. Because just this person’s 
individual ideology on sociology and political economy was enough to change the 
thousands’ lives in its tim e1. Consequently, Schumpeter decided to begin his 
writing with analyzing and stating Karl Mark’s views, especially, on Capitalism and 
Socialism.

As we above expressed the first section of the book covers to Karl Marx’s 
view. It is not about autobiography, it is just Marxism ideology and interpretation 
of related topics. On this matter, Schumpeter once wrote in this book: “ Learning 
Marx is from the first volume of “ Capital” ” .

Let us take the first chapter of the book: “ Marx Prophet” . Undoubtedly, it 
is interesting to see such heading of this chapter and it calls great amount of 
questions beforehand like why Schumpeter chose this strange but attractive title 
to the beginning chapter. I look though briefly the structure of the first section, 
we can understand author’s essential target. Schumpeter mentioned that to learn 
Karl Marx actually begins to study his views and ideology written in his book 
“ Capital” .

Consequently, Joseph Schumpeter discussed Marxism by interesting 
method introducing Karl Marx as a prophet, teacher, scholar in terms of 
“ Capital” .

In the first chapter, Karl Marx was identified as Prophet. Author considers 
that Karl Marx’s social economic view or socialism ideology resembles the 
religion. W e  know human kind from any kind of religion prays for God in terms 
of different reasons. But sometimes they stop believing in their religion when they 
cannot afford to receive expected results from this religion by praying for God.

1 Joseph A. Schumpeter, “ Capitalism, Socialism and Democracy” , London, George A llen &  Unwin (Publishers)
Ltd., 1976, p.5
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In the second half of nineteenth century and at the beginning of the 
twentieth century, on north-west part of the Earth the life was somehow diverse: 
there could be outcome Adam Smith’s, David Ricardo’s or other famous 
economists who had been in favor of market economy and capitalism. Big colonial 
countries like England, France, the Netherlands and later the USA played 
important role in this economic change. However, implementation of capitalism 
was not totally angle thing as they understood. In these or other such kind of 
western countries, it was likely to find bad consequences of this “ perfect 
ideology” . There was considerable differentiation between the rich and the poor 
population in these countries.

The second section was devoted to identify and assess capitalism, and it 
was named as “ Can capitalism survive?” . Unsuspiciously, reader could get caught 
by some complications of defining why Schumpeter chose this title. To 
understand answer is not difficult: Great Depression in the 1930s! O ther 
determinations can be understood by reading out this section wholly.

In its time Karl Marx tried to show that Capitalism would eventually 
destroy itself. Schumpeter himself states that Capitalism will find its destruction 
one day.

Consequently, he gives the title for the section II: Can Capitalism Survive? 
W e  know that by the time he wrote this book, the Great Depression had already 
happened. A t that times, not only socialist economists, but also the economists 
who had been supporting capitalism for a long time hesitated that Capitalism 
could continue or work efficiently. For example, we can take John Maynard 
Keynes who had been in favor of neoclassic theory until the crises in the 19930s. 
He (J.M.Keyns) argues that government should intervene to its economy when it 
needs to alter.

He concluded that capitalism could not survive. But he first counted the 
strength of capitalism in the 5-8th chapters. He argues that the monopoly in 
capitalistic world is not dangerous and it is not a vital reason for the collapse of 
capitalism though a number of other well-known economists found monopoly 
destructive. He himself gives in that monopoly is not inevitable in market 
economy. However, it causes to collapse small and weak companies, as a result of 
this occasion, it forms large and strong companies. So those weak ones will not 
survive. So Schumpeter believed that socialism gradually overtake of capitalism by 
socialism. The difference from Marxian theorists is in a step-by-step change of 
these dilemma.

“In this respect, perfect competition is not only impossible but inferior, and has no 
title to being set up as a model of ideal efficiency. It is hence a mistake to base the 
theory of government regulation of industry on the principle that big business should be



made to work as the respective industry would work in perfect competition. And 
socialists should rely for their criticisms on the virtues of a socialist economy rather than 
on those of the competitive model,2” -  Joseph Schumpeter.

In the third section, author Joseph Schumpeter gives more attention to 
another ideological theory of economy, socialism. He tries to demonstrate the 
answers of how effectively can socialism function as an alternative theory for 
capitalism in case the capitalism collapses.

A  further dimension is national diversity. Schumpeter underlined that 
different countries are unlikely to follow the same route to socialism.

"CAN SOCIALISM WORK? OF COURSE, IT CAN. No doubt is possible about that 
once we assume, first, that the requisite stage of industrial development has been 
reached and, second, that transitional problems can be successfully resolved. One may, 
of course, feel very uneasy about these assumptions themselves or about the questions 
whether the socialist form of society can be expected to be democratic and, democratic 
or not, how well it is likely to function. All that will be discussed later on. But if we accept 
these assumptions and discard these doubts the answer to the remaining questions 
clearly Yes,3” -  Joseph Schumpeter.

The forth section “ Socialism and Democracy” as author stated was 
dedicated to detect exact nature of discussion which was very widespread in the 
USA at that time. Although Schumpeter widely clarified the topic, there can be 
found other clear explanations and exploration on this subject matter in other 
sections, especially in the 3rd and 5th sections.

Joseph Schumpeter’s autobiography is very interesting and particularly 
strange. Since he had been a witness of socialism, capitalism and democratic ideas 
in his life. Hence, he gave his own personal views in the fifth section on the 
assumption of his life experiences. I think this section calls much more interest 
due to such great scholar’s strange life.

In the next two publications in 1946 and in 1949, Schumpeter almost saved 
the main idea of the book without any changes except from adding new section in 
the second publication in the capacity of answers to the critical views of the first 
publication given by several well-known economists of its time. The aim of the 
answer was not to oppose to those critiques, but to explain his real idea on 
particular problem deserved to criticize as Schumpeter himself emphasized this 
consideration about this new section.

2 Joseph A. Schumpeter, “ Capitalism, Socialism and Democracy” , London, George A llen &  Unwin (Publishers) 
Ltd., 1976, p.106
3 Joseph A. Schumpeter, “ Capitalism, Socialism and Democracy” , London, George A llen &  Unwin (Publishers) 
Ltd., 1976, p.167

81



In this section, Schumpeter provided lots of interesting historical facts and 
events related to the socialism in different countries. He discussed that socialism 
had had diverse versions in various states. For instance, he takes Russian, 
Austrian, German, French, English, or Sweden cases or interpretations of 
socialistic approach. In its place, he tries to represent the socialist groups in the 
USA and explain the differences from other kinds.

A t the end of the book, he forecasted the future economy and policy in the 
USA and some other countries in the world. Here he took into account W orld  
W a r II and its consequences.

Third publication was firstly published in England in 1949. Probably for that 
reason, he fulfilled the book with information on political and economic changes 
in this grading up country in post-war period.

I believe that everyone could take something about Schumpeter’s famous 
book by looking through this analytical work made by me. This analytical book 
covers a sequential and logical analysis of each section and their chapters 
respectively.

Undoubtedly, Schumpeter’s future forecasts did not demonstrate its future 
address as he had supposed, but he analyzed Capitalism, Socialism in very 
necessary time. If we did not consider about some shortcomings here, the overall 
book is good creation. Maybe today’s developed countries could summarize in a 
right way and choose the most suitable one in terms of this book.

His "Price o f Inequality"
Joseph Stiglitz is one of famous modern economists in today’s economy. It 

can be seen that Stiglitz’s are especially critical approaches like Joseph 
Schumpeter. In its place, his books are really easy to understand and to feel the 
real meaning. But the questions raised by him have distinct actuality and 
significance which need distinct approaches and methodology.

In particular, the book “The Price of Inequality” is one of never-dying work 
of the modern economy of the 21st century. Because of this maybe putting a vital 
and real questions which were real, in its time, the real shelter of discussion.

The most interesting side of this book is in its creation and the economic 
idea, approaches on problems due to some factors like Schumpeter’s book. The 
first factor is, as we mentioned above, creation of the books: both of them were 
created after two crises, the next is the critical views on current-to-time 
capitalisms.

W e  are aware of that Schumpeter thought that capitalism would not able 
to survive at last. But this conception did not give its truth: capitalism could



survive and its contributions are unlimited. The word “ unlimited” here, we can 
say, lost its exact and real performance.

He thinks that today’s economy is not working as it worked and is finding 
its end. Although current economic system is going well generally, it does not 
mean that the living standards of people are increasing. So today humanity meets 
with another problem “ Inequality” . Here this word basically shows the inequality 
in society in distribution of income. he supposes (with the example of the USA) 
that the economically we have increase but socially not.

As at that time Karl Marx and Schumpeter mentioned Stieglitz also pays 
more attention to current capitalism which is not providing with expected results 
for working class (here we mean the poor families and middle income ones), 
especially in socialistic side. Year by year more than 90% people are working very 
hard, their income does not change or decreasing. But people who contains 
mainly 10% of total population are getting more and more income without any 
hardness. He thinks it not fair.

Moreover, we are known that market economy support people who have 
more skills and economic views than the others. But here he looked through and 
analyzed many situations of recent years in terms of this issue, and he concluded 
that today even if you are much smarter or a head above, you have very little 
chance to get or join to those 10% or, at all, 1% of overall people, out of 100%. 
Because there are other factors which are being barrier to get rich. This factors 
today are serving for inequality to become more “ strong” .

The worst thing that those 90% are getting more and more social 
assistance, especially in the USA. Another thing would be absence of fairness in 
juridical issues still. For instance, during the financial crises more than 25 million 
lost their job around the world, or lost homes basically in the USA. However, the 
head of those bankrupted companies still continue getting profit without any 
significance charge.

It can be seen that Schumpeter’s book is one of the most discussed books 
in the world in all time. Obviously, there are a plenty of reasons. One of them 
may be the given information about three large ideas according to what to 
understand and implement this life today. The theories analyzed in the book could 
be a good and vital guide for lots of countries of the new era of humankind. Each 
country who had been trying to determine and clarify which direction is the best 
one, we can say, actually studied, discussed and analyzed each book created on 
those directions.

After independency, such kinds of problems were standing in front of our 
country. W e  had been evident of socialism considered one of those ones. But 
then, we were easily able to understand that the concept “ socialism” had not
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reflected to its real demonstration in soviet time. This reference came after 
reading the books on socialism with broad definition. In soviet time socialism 
were taught people mainly on basis of Marx and Engels theories. However, yet in 
the 1930s Joseph Schumpeter revealed the core meaning of the socialism. Once 
he said: “ Marxism is not Socialism, it only shows some essential aspects of 
Socialism” .

O f course, one of those standing problems to us, for Uzbekistan, was not 
to comprehend a real socialism, but to build a modern democratic country based 
on principles of market economy. In this hard and difficult work, as we mentioned 
above, those books came to help us. Since we read “ Capitalism, Socialism and 
Democracy” , we can realize that the book generally did not praise for the 
capitalism, but author tried to represent the lack of it, especially. It is not 
understand to suppose that these Schumpeter’s views on capitalism came into 
existence after being witness of the crash of capitalism in the 30s of the 21st 
century.

After collapse of the USSR, each county began to rebuild its policy and 
economy systems. This time it had to be more strong and solid. This time it was 
not to repeat the destiny of the previous regime. The models were different: 
some chose pure capitalism, some were still inside the former one, but some 
preferred mixed one.

Countries who chose pure capitalism immediately after collapse like 
Russian Federation (Shock therapy-turning to capitalism as soon as possible) 
failed. However, the countries whose aim is to become modern capitalistic but 
the first mission is to avoid form Soviet-socialism roots chose a step-by-step way. 
Specifically, Uzbekistan did not do in a hurry of capitalism-realization. Firstly, the 
new government broadly analyzed capitalism of modern countries, like the USA, 
Germany, Japan, South Korea, Turkey and others. In its place, they did not forget 
the drawbacks of capitalism about what discussed in books like Schumpeter’s 
“ Capitalism, Socialism and Democracy” .

Today we cannot find perfect capitalistic countries. O f course, some 
countries might be a good example of it, but not for pure or perfect one. 
Because, even if they call themselves as capitalistic, always it can be seen some 
features of socialism. History revealed that the market economy and democracy 
were much more appropriate to humankind, that is, namely they represent or 
reflect to needs and wants of humanity comparing with others. Schumpeter’s 
ideas on socialism identify what real socialism is (O f course, there are some own 
views). Later these conceptions pointed out and indicated socialistic aspects in 
capitalistic world. Just these conceptions made socialism inside capitalism more 
stable and durable. Particularly, for the early years of independency in Uzbekistan



government have been giving more attention to social assistance and in our 
economy society is never forgotten.

On the other hand, even in modern economy it can be appeared again 
problems stated by Joseph Schumpeter. Still world economies have not 
summarized as expected from the Great Depression. Good example was Great 
Recession in 2008-2009. As Joseph Stiglitz mentioned it should be implemented 
good measures to improve the situation. Otherwise, it may lead to bad 
consequences for not only developed countries, but also developing.

Uzbek government has been giving more attention to social assistance since 
the independency. But it is not enough: we have lots of problems which 
strengthen the inequality. The “ most famous” one is corruption, of course. This 
problem is only to stop development. Another factor is not to use our economic 
potential wholly. W h y this this factor is here? Because as an economist we know 
that the more we have government budget, the more we can provide social help. 
The use of potential in a right way is also the source of income and development. 
But this problem is being solved. But we should not forget that each problem 
leads with itself another one again.

The market economy of Uzbekistan are getting more developed: the 
number of entrepreneurs is becoming more, new laws which protect the rights of 
them (entrepreneurs) are executing, new organizations are being found to 
support the economy and all these efforts are being implemented in terms of 
modern democratic principles.

Consequently, in our society, there will not be the poorest families, but 
also the wealthiest ones as the first president of Uzbekistan, Islam Karimov, 
emphasized once. Caring and supporting the society, does not necessarily mean 
building a socialism. The final goal is build a strong and resilient nation.
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O n S o m b a r t 's  C ap ita lism

Abdulla Urm onov
Young Researcher at UWED

In the world, there are more than two thousand nationalities, but the 
influence of only a few nations on economic life is significant. One of them is the 
Jewish race. The total number of the Jewish population in the world is only 0.18% 
of the total world population. In spite of this, the Jewish nation is playing 
controlling role in the modern world economy.

W erner Sombart was the first who examined the participation of Jews in 
the formation of a modern economy, the predisposition of the Jews to the 
capitalist form of economics, the history of the spread of Jews around the world 
and the influence of the Jewish nation on the world economy in his book: "Jews 
and Modern Capitalism".

In introduction, Sombart argues that:
It was the Jews at crucial moments that contributed to the economic 

recovery of those regions where they appeared, or called economic recession in 
the places from which they left;

W ithout the dispersion of Jews in the northern countries of the world, 
there would be no modern capitalism, no modern culture!

Modern economic life is largely subordinated to Jewish influence.

Despite the fact that this book was written in the early X X  century, these 
statements are relevant also in nowadays. Because in the X X  century stormy 
accusations continued in all spheres of science and the strategic planning of the 
foreign policy of many countries was carried out by the Jewish people.

In the main part, Sombart gives full explanations and proofs to these theses. 
To do this, he chooses the statistical and genetic methods of research that make 
the works more reliable and valuable in this area.

Sombart gives the following definition: Jews are called representatives of 
the people professing the faith of Moses and those who left the Jewish religious



community and their descendants1. From history, it is known that because of 
forced baptism committed since the early Middle Ages led to a decrease in the 
number of Jews, but still they continued to practice their craft under another 
religion. Therefore, Sombart includes to the Jews the descendants of Jews who 
adopted to another religion.

The role of this nation in the economies of the countries was very palpable 
in the late Middle Ages. In those countries where Jews lived, trade flourished, and 
from where they moved in those countries began a recession. The author writes 
that a striking example of this situation is the shift in the center of gravity of the 
world economy, as well as the economic energy center from the southern 
European nations (Italians, Spaniards, Portuguese, and also some southern 
German regions) to the north-western European nations (first to the Belgians and 
Dutch, and Then to the French, the British and the northern Germans). Such a 
parallel held by the author for clarification of situations is little known. Because, 
many consider the reason for the shift in the center of gravity of the world 
economy is the denial of America and the new sea route of the East Indies. The 
parallel is proved with the fact that the expulsion of Jews from Portugal, Spain and 
Italy in the X V  - XV II centuries led to the collapse of some industries and as a 
result of the domino effect, negative economic growth began in these countries. 
For example, in Venice, before settling in the sixteenth century, the Jews 
concentrated in their hands:

1) trade in Spanish wool;
2) trade in Spanish silk and carmine, as well as Sugar, pepper, colonial goods 

from India and Pearls;

3) a significant part of export trade;
4) trade in promissory notes1 2.
The Jewish people have long been engaged in trade in luxury goods 

(jewelry, precious stones, pearls, silk and silk products). In the 16th - 18th 
centuries, the number of Jewish merchants engaged in yoke and wholesale trade 
grew rapidly. During these years, they established close trade relations with the 
Levant and built many Jewish trading offices in the trade route with Europe and 
the East, creating a network of international trade.

A t the time of colonization, Jews actively acted to obtain new resources for 
luxury goods. To do this, they worked in the East India Company and became the 
main managers of the trade of those lands like (Java Island, South Africa, Jamaica,

1 Werner Sombart “ The Jews and Modern Capitalism” : Kitchener, Batoche Books, 2001, p10
2 Werner Sombart “ The Jews and Modern Capitalism” ( Collected works, vol. 2): St. Petersburg, “Владимир Даль” , 
2005, p136
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Suriname and others). Many sailors who discovered new lands were Jews. 
Sombart writes that all America is a country of Jews. Even proves that the travels 
of Christopher Columbus ((Colon) Jewish on the maternal line) were funded by 
the treasurer of Aragon. After the discovery of America, the turbulent streams of 
Jews began to flow into the island of St. Thomas and Brazil, where for many 
centuries they became monopolies in the production of sugar. O ver time, in many 
colonial countries, Jews established the production of sugar and precious metals.

As for northern America, the author claims that the United States economy 
was finally formed due to the strong influence of the Jewish element. He shows it 
in a simple example: in 1655, a Jewish ship will sail from Brazil to the Hudson 
River - this is considered the year Jews arrived in North America. Since that time, 
they have actively started their activities. England forced its colonies to buy all 
industrial products only in their own, trading, and thus the balance of payments of 
the colonies has always remained passive. A t that moment, the Jewish houses did 
the right thing at the right time, i.e. a group of well-knit and brave men and 
women (say, twenty families) arrives in some wild backwoods in search of a new 
life. Nineteen of these twenty families are armed with a plow and a scythe and are 
full of aspiration, writhing the forests, burning out the steppes and in every way 
building out the terrain they have chosen, with their physical labor to provide 
themselves with food. However, the twentieth family opens a shop in order to 
quickly provide their comrades with the most necessary items of everyday use, 
which the land cannot give. Then this twentieth family pretty soon begins to take 
care to ensure the sale of products produced by the remaining nineteen families 
working on the land. This family, before all others, begins to dispose of cash and, 
therefore, when necessary, can lend. Quite often such a "bench", which almost 
never closes, turns into a sort of rural loan bank, into an agency for a sale and 
something like that. Thus, thanks to the activities of the aforementioned twentieth 
family, the North American farmer was immediately acquainted with monetary 
and credit operations.

After that, Jewish commerce was transformed into huge corporations and 
banks of the USA in today's days. The author gives many representatives of large 
companies of Jewish origin until the beginning of the twentieth century. Further, 
he predicts the transition of the management of the banking system and large US 
multinationals into the hands of Jewish homes.

His forecast was correct. Today, there are many representatives of the 
Jewish nation who directly influence the US economy and politics, which makes 
them the rulers of the world economy. One such politician was Benjamin 
[Ben’yamin] Franklin who is considered as father founder. O ther political leaders



of the twentieth century Henry Kissinger, Zbigniew Brzezinski, Madeleine 
Albright, and many Federal Reserve directors like Alan Greenspan, Ben Bernanke, 
Janet Yellen, Stanley Fischer also took part and participate in the construction of 
the world political regime. Many Jewish billionaires like Larry Ellison, Michael 
Bloomberg, Mark Zuckerberg, Sheldon Adelson, Larry Page, Sergey Brin, George 
Soros and other 146 billionaires, help in this.

Since the X V I century in many European countries and in North America, 
new states have become with Jewish participation. Sombart writes that the cause 
of this is the two types of Jews: the Jews - suppliers and Jews - financiers3.

It was the Jewish suppliers that first joined the aristocratic circle in 
European countries. Because they were able to provide the army with food, 
weapons and information in difficult moments with their office network. For 
example, during the wars waged by W illiam  III, the "great contractor" was Sir 
Solomon Medina, the "Jew Medina", later promoted to the noble title and became 
the first (unbaptized) Jewish nobleman in England. In this place, it would be 
correct to mention the Jewish suppliers who during the revolutionary war (and 
later during the civil war) provided American troops with provisions.

In these centuries, rich Jewish families began to engage in financial activities, 
acting as financiers and creditors lending money to certain rulers. For example, 
the monetary need, which the Parliament of England encountered, for the first 
time gave impetus to attracting to this country rich Jews such as Antonio Carvajal, 
the brothers da Silva, the family of Mendes, Costa, Gideon, Salvador and later the 
Rothschild’s and others. They were outstanding financiers who had a decisive 
influence on the formation of modern statehood, in which the number of Jewish 
creditors constantly increased.

W erner Sombart regards the commercialization of the economy as the 
main factor in the development of capitalism. In his book, he especially notes this 
factor and explains the participation of the Jewish people in this process.

He gives the following definition to the commercialization of the economy- 
the dissolution of any economic processes in trade transactions, their connection 
with or subordination to trade, and thereby subordination to the "exchange" as 
the central organ of highly developed capitalist trade4. The first steps in 
commercialization he sees in the objectification of credit (such a process does not 
arise as a result of the personal agreement of two people, but with the assistance 
of a certain system of institutions that do not presuppose personal acquaintance

3 Werner Sombart “ The Jews and Modern Capitalism” ( Collected works, vol. 2): St. Petersburg, “ Владимир Даль” , 
2005, pp170, 172
4 Werner Sombart “ The Jews and Modern Capitalism” : Kitchener, Batoche Books, 2001, p47
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and carry out these relations in accordance with certain objectified norms in a 
schematized form), that is, in appearances "Securities", such as promissory notes, 
shares, banknotes and bonds.

In these securities, which we call funds, the commercialization of the 
economy finds the most vivid expression. Because they are always in circulation 
and become the subject of trade. As Sombart argues, the distinguishing feature of 
a security is precisely its free sellability and speed of moving from hand to hand. 
These features led to the creation of securities institutions.

Such institution for securities is a special market, that is, the stock 
exchange. In the stock exchange, trading in securities is deprived of personal 
intervention, that is, trading on the exchange is an objectified and automated 
process, devoid of any personal interference.

The author writes that in the exchange trade a special role is played by 
"speculation", in which it is possible to understand purchases that do not presume 
actual delivery of the goods or (in the sphere of trade in securities it is almost the 
same) the acquisition of interest-bearing securities based on invested capital. I 
need to agree with this opinion, because it is speculation that is the foundation for 
the creation of any market.

Sombart identifies the following categories of exchange trading:
1) real deals concluded on the occasion (deals with those who want to 

invest real money, or with their Representatives);
2) speculative deals concluded on the occasion (The speculation of 

"unprofessional" speculators, which is speculation as "insiders" [a large 
Speculation], and "outsiders";

3) professional trade involving the real deal;
4) professional speculative trading5.

For the development of all these categories (in the amount of the stock 
exchange) speculators or exchange players have developed speculative technology 
so that today the stock exchange, the established market for securities trading, 
has been transformed into an arena where all world situations occur and bulls and 
bears as spectators make bets.

Sombart in the book led the history of the creation of the stock exchange, 
in which he wrote that the first securities markets appeared in the X V I century in 
trade with the promissory notes. Jews who held leading positions in their trade in

5 Werner Sombart “ The Jews and Modern Capitalism” ( Collected works, vol. 2): St. Petersburg, “ Владимир Даль” , 
2005, p224



almost all major European cities such as Venice, Amsterdam, Frankfurt, Hamburg, 
Stockholm and others, created these promissory notes.

As for the exchange speculation, there is no reason that it was the Jews 
who invented this. However, the first stock-market speculation began in the 17th 
century on the shares of Amsterdam companies East India and the W est Indies, in 
which Jews had a large share of capital. There are many evidences that Jewish 
tycoons controlled the Dutch stock exchange.

In the 17th century, with the permission of W ilhelm  II, many Jews moved 
from Holland to England. They began to develop the stock exchange of the U K  
with work experience and capital. Solomon Medina is considered the founder of 
stock exchange speculation in England. Year after year, they spread to other 
major European cities, like Paris, Berlin, Frankfurt and others. A t the beginning of 
the X IX  century, the stock exchange was already considered as a skeleton of 
economy. The exchange has turned into such a hazardous "legal" game that the 
current policy is being made for the sake of changing the dynamics of prices in the 
stock market.

The Rothschild’s became great, using speculation as a sword in the stock 
exchange. Today, George Soros is a billionaire, using the art of speculation. It 
must be recognized that, due to Jewish merits and brains, commercialization of 
economy and industry, science, culture and politics developed and capitalism 
appeared.

The Jewish people about 1700 years were in exile from their land. During 
this time, they could not separate from each other. They were one and therefore 
did not like them in the new lands. They fought, they found new ways of survival, 
and they tried to live better. W herever they were engaged in trade better than 
the local ones. W hat ways they were not making money from all material. Local 
residents complained to the government that they had taken away buyers from 
them, because of which they were settled. O ver time, they expanded around the 
world and established a stable relationship between themselves. These networks 
of links have become a major factor in the development of trade in the life of the 
Jewish nation. They did everything to sell with the lowest prices (dumping), which 
made them competitive. In whatever market they did act, they were the first, 
which led to the collapse of other traders. Thus, they created one of the main 
factors of capitalism - competitiveness.

Sombart says that throughout all ages, a Jew  who opposed the prevailing 
views on the economy, personified a principally individualistic approach to 
managing: the sphere of operation of a separate economic entity, neither from 
below nor from above, is not limited to any objective norm, nor the volume of
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sales, nor the boundaries Between different professions; Every economic entity at 
any time re-determines and conquers its place and at all times protects itself from 
encroachments from the outside; He has the right to win at the expense of 
another economic entity such an economic space as he can.

The Jewish spirit, intellect, cunning, insight, resourcefulness and enterprise 
led to new inventions, reforms and renaissance. They created the ideas of "free 
trade" and "free competition," in which economic rationalism, the spirit of purely 
capitalist entrepreneurship and the modern understanding of the economy are 
triumphant.

In order to understand the predisposition of the Jewish people in 
capitalism, we need to understand what capitalism is. Sombart calls capitalism an 
economic order in which representatives of two different social strata interact: 
the owners of the means of production, who at the same time carry out 
supervisory work, and the workers who do not have property, and the 
"representatives of capital" are economic entities that determine the nature of 
development Economy and bear responsibility for the success of the whole 
undertaking6.

The defining idea of the capitalist economic system is the idea of profit and 
income, that is, the driving force of any economic action, is the desire to 
somehow use the accumulated capital, and individual capitalist entrepreneurs feel 
this tendency as an objective coercive force that forces them to move in a certain 
direction.

Until today, Jews have achieved many of the successes I have listed above. 
A t this moment the following question appears: what circumstances have given 
and give Jews special opportunities for accomplishing something significant? The 
author answers this question with the following:

1) their dispersion, spread all over the world;

2) their estrangement;
3) their half-citizenship;

4) their wealth7.

In the planet the earth is inhabited by more than 7.5 billion people, none of 
them knows why and how life has appeared. There are a lot of questions of this 
type. Regarding our research topic, I was troubled by several questions: W hy 
(apart from religious explanations) is this nation special? Is it only because of these 
4 circumstances that they became leaders in almost all spheres of life?! They even

6 Werner Sombart “ The Jews and Modern Capitalism” : Kitchener, Batoche Books, 2001, p113
7 Werner Sombart “ The Jews and Modern Capitalism” ( Collected works, vol. 2): St. Petersburg, “ Владимир Даль” , 
2005, p335



were able to resist the Nazism of the "great Aryan" people during the Second 
W orld  W ar, although "Nazism" was an enemy to them for 1700 years. W h y does 
not another nationality have so many outstanding people like the Jews? If the 
answer is only in the circumstances, then why do no other representatives who 
have been subjected to such difficulties (in the world practice so many) meet such 
representatives?

W erner Sombart in the book clearly has proved the statements with 
examples that I have cited in the introduction. Participation and the role of the 
Jewish nation in the formation of modern national economy, the modern colonial 
economy, the commercialization of economy and industry, and the emergence of 
capitalism is very large. Thus, I must agree with the author that, without Jews 
there is no capitalism!

From the studied material, we can conclude that due to the activities and 
characteristics of the Jewish nation, the spirit of capitalism appeared and the 
market economy developed to the present day. From these features or features 
of the Jewish people one can take an example for building a powerful market 
economy. I believe that for the economy of the developing post-Soviet countries, 
the creation of laws of competition and free trade are the main tasks. So, how did 
the Jewish people become authors of these laws?

First, it was just a struggle for survival, the main tool of which was the 
cohesion. They, even in the refugee, actively cooperated, exchanged information 
created by joint trading networks, which made them competitive. Such a trait is 
especially lacking for the people of our multinational country. The present weak 
union between the regions is the result of historical disagreements between the 
three Khanates. However, today we represent the single flag of our common 
country. Therefore, cohesion is now very important for our development.

The next feature is the desire to receive a higher qualitative education. The 
Jewish people in whatever situation they were teaching their children and making 
them literate. Because finding new solutions to problems would provide them 
with a large income. As a result, about 70% of all Nobel Prize laureates are Jews 
today. Ability to read and write this will not provide 99% of the level of education 
of the country. For education, a person must have basic fundamental knowledge, 
must be able to correctly, creatively think, manage the latest technologies and 
must be able to set a strategic goal for himself based on his ideology. W ith  such 
an educated population, any country will always be at the golden peak.

Finally, the last features are a desire for a better life and curiosity. The 
aspiration became the main stimulus for the Jewish people to become the main 
players in the world. This people in whatever way has not done everything to
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achieve its goal. Because this goal was the guarantee of their future. It is not 
necessary to live simply what to earn, and it is necessary to earn so that lived 
better. If this does not happen, then the Jews have a proverb that is suitable for 
this situation "a person must live, at least for the sake of curiosity." That is, if the 
people at least have many curious people, then this country will continue its 
sustainable development.



10
Joseph Stiglitz's Thoughts on Inequality

Sherzod Khayitboev
Young Researcher at U W ED

There is a general view that people who live in developed countries have 
better lifestyles, more opportunities, get higher wages and incomes than those 
who live in developing countries. Because the countries they live have larger 
Gross domestic products (GDPs), G D P per capita, lower unemployment rates, 
higher wages, and more opportunities to do business and so on. However, today 
these indicators are not enough to consider one country is richer and a good 
place where people do not suffer from inequality.

W hat is inequality? W hat are its causes and effects? W h y does it concern the 
government greatly? Is it an issue for Uzbekistan? To answer the questions the 
book - “ Price of Inequality” by Joseph E. Stiglitz who is a Nobel Prize-winning 
economist, will be discussed in this article. The book focuses on the excessive 
inequality that exists in the United States and some other advanced industrial 
countries today. In the book, J. E. Stiglitz explains that the inequality is caused by 
the failure of the political system, which results in instability of the U.S. economic 
system and consequently, inequality increases. According to the author, the 
inequality is the main reason why people are participating in protests against the 
government in some countries like Spain, Egypt and Tunisia at present.

Before focusing on inequality, J. E. Stiglitz described the faults of the United 
States broadly. Since the 2007-08 world financial crisis, it has seemed that the rich 
have been getting richer, while the rest including the poor and the middle have 
been facing hardships. The crisis is not the main reason why there is great 
inequality in the United States. People have suffered from it over the past three 
decades - the crisis made the matter worse.

Although G D P of the USA is very high, most citizens in the country can 
become worse-off, which means G D P does not adequately reflect a broader 
sense of what is happening to most citizens. Moreover, just as there are large 
inequalities in income, there are large disproportions in almost all of the other 
dimensions that contribute to our general welfare, and none of these is included
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in G D P as a measurement of economic performance. W hen J.Stiglitz worked as a 
chairman of the Council of Economic Advisers, he suggested implementing 
“ Green G D P” accounts, which would take the reduction of natural resources and 
the degradation of the environment into consideration.

During the crisis, most people lost their homes, which were the main wealth 
of the poor and middle, lost their work, which Stiglitz consider the worst failure 
of the market, the greatest source of in efficiency and a major cause of inequality, 
and even people who saved their work got low wages. However, the rich did not 
suffer at a level that made them poor. And todays they are grabbing an increasing 
fraction of the nation’s income, which is, according to the author, inequality 
causing the poverty to increase, low standards of living, the United States to 
become a land of unequal opportunities and more unequal country in the world. 
Unfortunately, representatives of the coal industry did not agree and protested 
against implementation of this project.

The author considers the American society and politics divided and often 
dysfunctional. He states that America’s inequality is the result of market 
distortions, with incentives directed not at creating new wealth but at taking it 
from others and failure of U.S. political system in preventing the crisis, checking 
the growing inequality, protecting those in the bottom and preventing the 
corporate abuses. Consequently, now the poor have very little hope to emerge 
from poverty, rise to the top, or even the middle.

J.Stiglitz thinks that the degree of inequality is shaped by market forces that 
are, in turn, shaped by government policies and much of which exists as a result 
of government policy that can help to move money from the top to the bottom 
and the middle.

The author mentioned several factors causing current inequality to exist 
and increase:1
1. Market forces. In competitive markets, demand and supply are the main 
market forces that determine the value of each individual’s contributions to 
society, which means that those with higher productivities, scarce and valuable 
skills at work earn higher incomes reflecting their greater contributions than 
those without skills are rewarded less by the market reflecting their fewer 
contributions. The author argues that after the world financial crisis in 2008-2009, 
it is very difficult for the American to find a job, which is not well paying as it was 
before, which is called sectoral shift in the economy causing an increase in 
inequality in the USA. Moreover, changes in technology also plays a great role in

1 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York:
W .W .N O RTO N  &  CO., 2012. p.44



shaping the inequality, because it increases the demand for skilled workers, and 
causes many unskilled workers to be replaced with machines. Theoretically, when 
markets work well, the displaced workers can easily move to another sector. 
Nevertheless, in real life, because of a long distance and demands for different 
skills, moving to another sector may not be so easy.
2. Government policies. As the author states, in a modern economy 
government sets and applies the rules of the game - what is fair competition, 
what actions are anticompetitive and illegal, what is fraudulent and forbidden, who 
gains what in case of bankruptcy; distributes resources through taxes and social 
expenditures altering the dynamics of wealth. For instance, in the USA, there is a 
progressive tax system, which means taxing the rich more than the poor and 
providing systems of good social protections. Unlike the programs giving away a 
country’s resources to the rich increasing inequality, these progressive tax and 
expenditure policies can limit the extent of inequality. However, the US political 
system has increasingly been working in ways that increase the inequality of 
outcomes and reduce equality of opportunity.
3. The financial sector. It has contributed so powerfully to Americans’ current 
level of inequality. It had invested heavily in lobbying and campaign contributions 
before the world financial crisis in 2008-2009, which caused current high level of 
inequality in the USA. Jamie Galbraith, an American economist, has shown that 
countries with larger financial sectors have more inequality.2
4. Rent seeking. Economists defines it as getting income not as a reward to 
creating wealth but by grabbing a larger share of new wealth that would 
otherwise have been produced without efforts of those at the top. Rent seeking 
can be in many forms such as hidden and open transfers and subsidies from the 
government, laws making the market less competitive, laws allowing corporations 
to take advantage of others or to pass cost on the rest of society. Nowadays 
those at the top have been able to design a tax system (regressive tax system) in 
which they pay lower fraction of their income than those who are poorer.

Rent seeking gives corporations monopoly profits or rents, which means 
the income that one receives from the control of a monopoly on contrast to the 
situation of workers whose wages are compensation for the effort they provide.

The countries with the most natural resources are prone to have the 
greatest inequality. Because, a few of them are better at rent seeking, which is

2 James K. Galbraith, Inequality and Instability: A  Study of the W orld Economy Just before the Great Crisis. New 
York: Oxford University Press, 2012.
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endemic in the resource-rich countries of Middle East, Africa, Latin America and 
North America, including the USA.3

Another form of rent seeking is the flip side which means selling to 
government products at above market prices, for example, the drug companies 
and military contractors sell their goods at higher prices. Furthermore, open 
government subsidies as in agriculture or hidden subsidies in the form of trade 
restrictions reducing competition or subsidies hidden in the tax system are other 
ways of rent seeking.

J. Stiglitz states that there are several major rent seekers, causing America’s 
inequality. They are inventors and geniuses at business, making large contributions 
to well-being and rewarded more by the economic system; financiers making up a 
significant portion of those at the top; monopolists and their descendants having 
been dominating the market by getting the government to give them monopoly 
power, getting government-sanctioned monopolies or creating entry barriers to 
the market. The author adds corporate CEO s and the top-flight lawyers to this 
list or rent seekers. CEO s use their control of the corporation to garner for 
themselves a larger fraction of the firms’ revenue and the top-flight lawyers write 
tax laws, design the complex and nontransparent derivatives market and 
contractual arrangements generating monopoly power within the law and become 
wealthy.
5. Another factor, creating inequality is globalization. The people at the top 
are its winners, whereas losers are those at the bottom and in the middle. The 
USA imports goods, the production of which requires unskilled workers whose 
wages decrease because it reduces the demand for unskilled workers. As the 
workers cannot move to another sector easily due to low mobility of labor force 
and less skills, they have no way to accept lower wages, get more skilled or just 
get unemployed. In this case, companies with highly mobile capital and low tariffs 
do not lose. Nevertheless, the overall output of the country decreases. So new 
businesses are not created to replace the old businesses that are destroyed. This 
is what has been happening in the USA.

Globalization also causes the wages in the USA to be at the same level in 
other countries. It means that wages of the Americans fall. Moreover, government 
attempting to raise competitiveness of the country cannot increase taxes levied to 
help those at the bottom and in the middle, because high taxes lower the 
competitiveness of firms, which help to raise the competitiveness of the country. 
In these cases, losers are those at the bottom and in the middle.

3 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York:
W .W .N O RTO N & C O M PA N Y, 2012. p.51.



6. Discrimination is also major societal force affecting inequality. In American 
society major groups such as women, African Americans, Hispanics face economic 
discrimination. Their wages are markedly lower than those of white males.

After mentioning causes of inequality, J.Stiglitz included some effects of 
inequality on national output, economic stability, economic efficiency and growth 
of a country. 4

A t first, inequality can influence on national output by causing a deficiency in 
aggregate demand. If there is a high level of inequality in the country, it means that 
moving money from the poor to the rich causes consumption to be low, since the 
rich continue consuming a smaller proportion of their income and the poor 
cannot afford to consume more due to less amount of money. In turn, if there is 
no demand for goods and services, there is no supply either, which means 
producers have to fire employees. This results in unemployment and then 
decrease in G D P growth rate.

Secondly, inequality leads to instability in which deregulation - unbalanced 
politics plays a central part. Deregulation is the rules of the game that are not 
designed to make a system work better ensuring competition, preventing abuses, 
protecting those who cannot protect themselves. Those at the top try to use 
their political weight and power to shape ideas and pass the laws that work for 
them. This, in turn, increases inequality rate. Thus, inequality leads to instability, 
and then instability contributes to inequality.

Thirdly, high inequality makes for a less efficient and productive economy. 
There are three main reasons for this: (1) the reduction in public investment and 
support for public education; (2) immense distortion in the economy, law and 
regulation; (3) effects on workers morale.

The only institution that can provide public investment is the government, 
which presents a modern society collective action bringing broad societal benefits 
that cannot be captured by any private investments. For several decades, America 
has suffered from underinvestment in infrastructure, research and education, 
which has contributed to the decline in economic mobility and the nation’s 
productivity. Consequently, it may result in decrease in country’s growth and 
efficiency. Furthermore, due to high inequality, those at the bottom and even in 
the middle cannot afford to study at colleges as their tuition fees are increasing 
todays, which may lead to low level of nation’s productivity.

The main reason for immense distortion in the economy is rent seeking. It 
involves a real waste of resources lowering the productivity and well-being of the

4 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York:
W .W .N O RTO N & C O M PA N Y, 2012. pp. 67-78.
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country (with monopoly power and preferential tax treatment), causing 
underinvestment in social sphere, rise in level of lobbying and misallocation of the 
talented of the country, who are mostly engaged in financial sector nowadays. 
Thus, the financial sector is one of the inequality shapers.

Efficient wage also plays a great role in making workers more productive, 
which impacts on economic productivity of the country. As any firm knows, a 
happier worker is a more productive worker; and a worker who believes that a 
firm is paying senior employees too much relative to what everyone else receives 
is not likely to be a happy worker.

As J.Stiglitz mentioned, the government policies and market forces are the 
main inequality shapers. So, if people believe that economic and political system is 
not fair, societies do not function well, which impacts on economy and well-being 
of the country. As an example for dysfunction of societies, J.Stiglitz mentioned 
about Russia and Uzbekistan where he visited just after the fall of the Soviet 
Union.5 He believes that in America there has been an enormous erosion of trust 
in recent years. In order to make economic and political system work fairly, they 
have to participate in political processes by voting for candidates who protect 
their rights and represent their interests, not for candidates working for those at 
the top. It is a real sign of democracy. It is the way to maintain equality.

However, as the Harvard University professor Dani Rodrik has pointed 
out, one cannot simultaneously have democracy, national self-determination, and 
full and unfettered globalization.6 One simple example for it is that if W orld  Trade 
Organization adopts the new rules, all members will have to follow, which 
consequently, someone gains, whilst someone loses.7

J.Stiglitz argues that there is a link between perceptions and reality. Those 
at the top can shape belief about what is fair and efficient, about the strength or 
weaknesses of government and the market, and even about the extent of 
inequality in America today. Those people intend to preserve inequality in 
societies and attempt to shape perceptions and belief to make inequality more 
acceptable, since they have knowledge, tools, resources and incentives to do so. 
As J.Stiglitz stated, nowadays most Americans misperceive the level of inequality: 
they believe that there is less inequality. They even underestimate economic 
effects of inequality, ability of government and cannot understand what it is doing.

Those at the top know how to impact on people’s thoughts and manipulate 
ideas and preferences. They do so in several ways such as through access to

5 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York: 
W .W .N O RTO N & C O M PA N Y, 2012. p. 111.
6 W . W . Norton. The Globalization Paradox: Democracy and the Future of the W orld Economy. New York:, 2011.
7 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York:, 2012. p. 124.



education and media, creating a social distance, which means making the poor 
isolated from opportunities that the rich can have and capturing politicians (by 
lobbying).

J.Stiglitz defined the battle over policies as a war of perceptions, which 
include those ideas that are central to the policies determining societal inequality. 
Sometimes the rich succeed in shaping perceptions in ways that bring them 
benefit, while sometimes they lose, because the marketplace of ideas is still 
competitive. It gives a little hope to struggle against inequality. In America, there 
have been three big battles over perceptions, namely the estate tax, the bank 
bailout and mortgage restructuring, which have been the main causes of 
inequality.

J.Stiglitz mentioned three battlefields on which people fight to create more 
equal or more unequal society. They are the battle over the laws and regulations 
that govern economy, the battle of the federal budget and the battle over the 
monetary policy and macroeconomics.8

I. The battle over the laws and regulations. Although a good law is 
supposed to maintain equality or promote an efficient economy, as J.Stiglitz states, 
the American have seen the opposite. For instance, corporations can avoid costs 
imposed on environment, which is called externalities that most individuals and 
firms are not taking into account. This means that they are shaping the rules of 
the economic game in their favour by using their political power or resources. If 
they can influence on political groups, they can design any economic policies that 
support only their interests.

J. Stiglitz writes about three contexts where laws and regulations play a 
central role in determining how the US market economy has worked recently. 
They are predatory lending, bankruptcy law, and the foreclosure process.

Firstly, American banks are engaged not only in lending money, but also in 
predatory lending that means providing people with mortgages, which, in the end, 
causes them to lose their homes and other properties. Secondly, as other modern 
economies, American one has bankruptcy law, which specifies what happens when 
an individual or a corporation cannot pay back what is owed. In 2005, Congress 
passed a new bankruptcy law that supported banks and made it more difficult for 
borrowers, especially students to discharge their debts. Thirdly, the foreclosure 
process is the final step of banks’ predatory lending, which makes sure that 
individuals owing money will lose their properties. So, US market economy has

8 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York:
W .W .N O RTO N & C O M PA N Y, 2012. pp. 157-169.
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been controlled with laws and regulations that have let money be moved from the 
bottom to the top.9

2. The battle of the federal budget. J.Stiglitz explains how budget, tax and 
expenditure policies can be tools to reduce inequality as well as resulting in 
economic growth and controlling deficit. Policies being conducted in a fiscal 
sector may cause economic instability, especially inequality in the country. For 
instance, during the great recession, government revenues of the USA  decreased 
dramatically, whereas nation’s deficit and debt soared due to such factors related 
to fiscal policies as tax cuts; high military expenses incurred in the wars in Iraq 
and Afghanistan; government purchases of pharmaceutical substances with high 
prices; the great recession itself.

As J.Stiglitz emphasized, in the battle of the federal budget, there is one side 
shaping the policies in their favour thinks that deficit reduction and tax reductions 
will improve the efficiency of the economy. However, if deficits and taxes are 
reduced at the same time, it means expenditures have to be reduced by a lot. In 
this case, the government promoting military expenses has to reduce government 
expenditures on education, research, infrastructure, which in turn, causes the 
economic downturn, especially inequality. One good example is that both the 
Bush and the Reagan tax cuts aiming at increasing economic activity of firms 
(supply-side economics) resulted in downsizing the government.10 The right ways 
to reduce deficits and inequality, as J.Stiglitz suggested, are raising taxes at the top; 
cutting out corporate welfare and the hidden subsidies; increasing taxes on 
corporations that do not invest and create jobs in the United States relative to 
those that do; imposing taxes and charges on polluters; stopping the giveaways of 
our country’s resources; cutting back on military waste; and not overpaying for 
procurement, whether from the drug companies or defense contractors.

As today the problem is not supply, but demand, the focus should be on 
stimulating demand that stimulates investments by firms. Because more consumer 
spending leads to more supply, which in turn, brings more income. In this case, 
more progressive tax system is very significant to stimulate the economy as well 
as reducing inequality.

3. The battle over the monetary policy and macroeconomics. Wages are 
the main source of income for most people. Macroeconomic and monetary 
policies resulting in higher unemployment and especially, lower wages for 
ordinary citizens are a major source of inequality in the USA  today. O ver the past

9 J. E. Stiglitz. The price of inequality: how today’s divided society endangers our future. New York: 
W .W .N O RTO N & C O M PA N Y, 2012. pp. 160-163.
10 J. E . Stiglitz. The price of inequality: how today’s divided society endangers our future. New York: 
W .W .N O RTO N & C O M PA N Y, 2012. p. 181.



25 years macroeconomic and monetary policies and institutions have failed to 
produce stability, sustainable growth and the growth benefiting most citizens in 
American society. Indeed, the macroeconomic models paid very little attention on 
inequality and the consequences of policies for distribution. Policies have been 
based on the defective models, which helped create the crisis and have proven 
ineffective in dealing with it. They ensure that when the recovery occurs, it will be 
jobless.11

As it was emphasized, the macroeconomic policies have contributed to the 
high level of inequality in the USA. Even though the supporters of these policies 
(board members of the Fed) may consider these as the best policies for all, this is 
not right, since as J.Stiglitz stressed, policies have distributive effects, which means 
someone gains, while others lose. Nevertheless, there are alternative policies, 
contributing to improvement in well-being of citizens, lead to better overall 
economic performance.

W e  should not accept a monetary system run by people whose thinking is 
captured by the bankers and run for the benefit of those at the top. For instance, 
the Fed was forced to reveal also showed that in the months after Lehman 
Brothers collapsed, large banks, like Goldman Sachs, were borrowing large 
amounts from the Fed, while simultaneously claiming publicly that they were in 
excellent health. None of this should be surprising: an independent central bank, 
captured by the financial sector, is going to make decisions that represent the 
beliefs and interests of the financial sector.12

In conclusion, this book written by Joseph Stiglitz is about current inequality 
in the USA, its causes and effects, and forces that are shaping inequality. As a 
solution to a high level of inequality in the United States, J. Stiglitz suggests 
conducting the following reforms:

Table 1.
Reforms in different spheres suggested by J.Stiglitz to avoid 

American inequality13

(1) Reducing rent seeking and leveling the playing field

Curbing the financial sector
Curbing risk taking financial institutions.

Making banks more transparent.

11 J. E . Stiglitz. The price of inequality: how today’s divided society endangers our future. New York: 
W .W .N O RTO N & C O M PA N Y, 2012. p. 211
12 J. E . Stiglitz. The price of inequality: how today’s divided society endangers our future. New York: 
W .W .N O RTO N & C O M PA N Y, 2012. p. 204
13 It was made by an author of this article according to the information mentioned in “Price of inequality” by 
J.E.Stiglitz.
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Making the banks and credit card 
companies more competitive and ensure 
that they act.

Making it more difficult for banks to 
engage in predatory lending and abusive 
credit card.

Curbing the bonuses that encourage 
excessive risk taking and shortsighted 
behavior.

Closing down the offshore banking 
centers (and their onshore counterparts) 
that have been so successful both at 
circumventing regulations and at 
promoting tax evasion and avoidance.

Stronger and more effectively 
enforced competition laws.

Adopting the laws governing competition, 
corporate governance, and bankruptcy.

Improving corporate governance
Limiting the power of the CEO s to divert 
so much of corporate resources for their 
own benefit.

Conducting comprehensive reform 
of bankruptcy laws

Adopting bankruptcy laws— from the 
treatment of derivatives to underwater 
homes and to student loans.

Ending government giveaways
Ending government giveaways— whether 
in the disposition of public assets or in 
procurement.

Ending corporate welfare
Ending corporate welfare— including 
hidden subsidies.

Conducting legal reforms
Democratizing access to justice, and 
diminishing the arms race.

(2) Conducting tax reforms

Creating a more progressive 
income and corporate tax system—  
with fewer loopholes.

(4) Tempering globalization: creating a 
more level playing field and ending the 

race to the bottom

Creating a more effective, and 
effectively enforced estate tax 
system, to prevent the creation of a



| new oligarchy.

(3) Reforms in a social sphere
(5) Restoring and maintaining full 

employment

Improving access to education.
Making a fiscal policy to maintain full 
employment— with equality.

Helping ordinary Americans save.
Making a monetary policy— and monetary 
institutions— to maintain full 
employment.

Health care for all. Correcting trade imbalances.

Strengthening other social 
protection programs.

Making active labor market policies and 
improved social protection.

(6) Making a new social compact
(7) Restoring sustainable and equitable 

growth

Supporting workers’ and citizens’ 
collective action.

Making a growth agenda, based on public 
investment.

Taking affirmative action, to 
eliminate the legacy of 
discrimination.

Redirecting investment and innovation—  
to preserve jobs and the environment.

According to analyzed information mentioned above, we can answer the 
question about if inequality is an issue in Uzbekistan by comparing its current level 
of equality with that in other countries. According to the W orld  Bank, G IN I index 
of Uzbekistan is about 35, which is a bit more than normal level, while G IN I index 
of the USA constitutes about 41, which proves the words of J. Stiglitz about the 
current major economic issue of an American society - inequality.14

One of the main causes of inequality is unemployment. Unemployment rate 
in Uzbekistan was 5.2 %  in 2016, while that in the USA was about 5 %  in 2016. 
However, after the world recession in 2008-09, the USA had more 
unemployment rate than Uzbekistan, which also showed higher inequality level in 
American society.15

The main difference between inequality in Uzbekistan and that in the USA is 
that, the world financial crisis occurred in 2008-09 caused a lot more dramatic 
increase in inequality in the United States where financial institutions engaged in

14 The World Bank.Web: http://databank.worldbank.org/data/reports.aspx?source=2&series=SI.POV.GINI&country
15 According to the information given by Tradingeconomics.com and the M inistry of Employment and labour 
relations of the Republic of Uzbekistan.
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predatory lending and abusive credit card than that in Uzbekistan where banking 
sector is less developed. Furthermore, Uzbekistan devotes almost 60% of the 
government spending to social sphere, which is very important to reduce 
inequality.16 Moreover, the government of Uzbekistan also adopts effective 
monetary and fiscal policies that contributes to increase in equality. However, 
unlike the USA, there is higher level of corruption in Uzbekistan, which may cause 
some forces to shape government policies for their benefits. This in turn may 
result in an increase in inequality.

Uzbekistan is trying to keep the level of inequality at a normal rate, for it is 
one of the aspects of its politics. The President of Uzbekistan - Shavkat Mirziyoev 
stated that he would continue adhering to the policy set by Islam Abduganievich 
for reducing the level of social stratification of the society and “ the absence of 
both the richest and the poorest in the country” .17

16 https://www.gazeta.uz/uz/2016/12/14/byudjet/
17 O fficial web site o f the President of the Republic of Uzbekistan. http://www.press-service.uz

https://www.gazeta.uz/uz/2016/12/14/byudjet/
http://www.press-service.uz/
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U n d e rs ta n d in g  S o m b a r t  T o d a y

Jasur M am adaliyev
Young Researcher at, UWED

In the global world most scholars arguing that geostrategic developments 
unpredictable and global relations is very complex therefore, forecasting 
geopolitical events impossible. However, after deeply analyzing the core of 
international and intersubjective relations it will be clear to understand and simply 
to predict future events of global processes.

One of the greatest thinker, who was observed the essence of 
interpersonal and interstate relations - W erner Sombart (1863-1941). Sombart 
was a German sociologist and economist representing so called 
“Youngest Historical School” and one of the well-known social scientists during 
20th century.

In his work Sombart has attempted to seek out basic ideas of his 
revolutionary work - “ Modern Capitalism” (1916) trying to reveal the nature of 
capitalism. A t the same time, the historical and sociological study of "capitalism" 
and "capitalist spirit", Sombart conducted by accordance with the allocated cycles 
- birth, early, mature and modern capitalism, allows to adequately interpret and 
model factors of capitalism. There are also, processes of the movement of non
capitalistic and post-soviet society "from socialism to capitalism".

Distinctive feature of this work is that, Sombart combined several factors 
like psychology, economy, trade, culture and religion. Those factors are the main 
components of capitalistic society formation.

Through all of his work, Sombart conducts general ideas: Basic facts of 
economic life, Diversity of economic life, the task of the science of the household, 
Historical foundations of modern capitalism, Essence of the emergence of 
capitalism, foreign economic policy and Economic life of the future. A  consistent 
approach will help us get to know closer Sombart's ideas.

In the chapter the main facts of economic life Sombart argues that, all 
human labour is "public labour". In other words, the labor of each individual is 
impossible without the labour of other individuals. Because, the work of one
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person is based labour of all humanity or the previous generation. To prove this 
thesis, he cited the example of Robinson Crusoe. He called Robinson "the 
product of a millennial culture"1. From this, we can say that our labour and we are 
the cumulative product of our predecessors. If we divide human labour, it can be 
ideal - based on memories and material - availability of products of labour.

If we carefully look at the process of evolution, it becomes evident that 
the work of one person is closely related to the labor of thousands of other 
people who are assimilated by exchange. After the revolutionary product Apple, 
the founder - Steve Jobs, the development of computer technology has changed 
dramatically. The merits of Jobs some degree based on previous inventors work. 
For example, nowadays medicine science is the contribution of thousands of 
sciences like Hippocrates, Asclepius, Ibn Sina, Galen, Gerard van Sweeten, Robert 
Koch and others.

Being a representative of the direction of sociological psychology, Sombart 
is considering that economic activity a number of repeated basic phenomena, but 
the forms are very diverse depending on the place and the epoch. Sombart to 
determine the variety of economy offered different structures. They are - 
"household principle", “ technique” and “ organization” .

First factor "household principle" - it means that, in the economy there 
are different motives as "the principle of satisfaction of needs" and "the principle 
of profit".

It is no secret that, every principle defines the structure of economy 
system. The principle that based on satisfaction of needs tries to satisfy their 
natural needs. Traditional economy and command-administrative economies can 
be result of this principle. Individuals only try to consume and save enough for 
their needs. However, "the principle of profit" based on earn as much money as 
possible from his economic activities. Market economy system based on principle 
of profit.

Sombart emphasizes that, diversity in economic principles is determined 
by differences in the methods of farming. They can be "traditional" - based on the 
unconscious observation of inherited rules or "rationalistic" - is based principally 
on expediency. Today, we can see those methods on sphere of management. For 
instance, Asian management is more different from W estern management. It 
should be noted that Asian management looks like unconscious observation of 
inherited rules and traditional behaves are specific. A t the same time, W estern 
management strives to ensure that the activities should be rational.

1 Sombart V. “Modern Capitalism” Berlin, 1924, p 34.



According to Sombart, the form of attraction to productive activity can 
be; compulsion of people to work by force or attract workers by reward. Those 
factors are very important to develop and enhance the economy.

After summarizing conditions of economy life, Sombart pointed that, 
circumstances of economy may be “ homogeneous” - where good conditions for 
the implementation of the objectives of economic subjects and “ heterogeneous” - 
on the contrary, impeding the conditions for achieving the goals.

In history many examples where whole emperies, countries collapsed in 
the case of bad economy conditions. Sombart called- heterogeneous economy 
systems. For instance, the process of “Arab spring” emerged such countries like 
Tunisia, Egypt, and Syria bad conditions of economic life. The government could 
not provide with new labor, workplaces, comfortable and healthy work 
conditions.

Sombart identifies two basic spheres, among them develops natural 
conditions2. They are - “ country” and “ people” .

The task of “ country” determine the structure of economy by 
geographical location, climate, minerals and rich fossils. For instance, South Africa 
Republic, Russia, Arabic countries - rich by natural recourses; Turkey, Egypt, 
Taiwan - favorable geographical location. Listed factors determined the structure 
of the economy in those countries.

The substance of “ people” also effects of forming economy in two ways. 
Firstly, with his hereditary traits, worldview, giftedness and temperament. The 
economies as Japan, Republic of Korea, Israel and Singapore transformed their 
economy structure by mental (worldview, giftedness) factors. If analyze 
objectively Japan before II W orld  W a r was developed empire but, after defeated 
by allies country was in ruins. Nevertheless, after war Japan rapidly stood up and 
quickly increased its economy. In all, within 20 years Japan rose its power as it 
was before war position. To all achieves country obtained by mental 
characteristics of its population.

On the other hand, the number of population and the speed of population 
growth defines the economy. In some countries like - Peoples Republic of China, 
India, Indonesia the structure of economy, in some cases, defined by number of 
population. They use number of population to increase their G D P and to enhance 
production.

2 Kapitanov E.A . “ SO C IO LO G Y  O F EC O N O M IC  SY ST EM S  V. Z O M BA R T  AND P R ES EN T ” Moscow, 2001 p
41.
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Author called the cultural phenomena that are specific character and 
mindset of general time ore epoch - “ cultural style” . By Sombart’s opinion, 
“ Renaissance” was also, cultural style belonging to a particular epoch. This 
phenomenon at its time was driver of ascent of economy, generally, humanity.

Establishing the beginning and development of the economic, Sombart sets 
the following algorithm for the development of economic thoughts. Author 
analyzed first stage of this science from ancient Greeks and called it “ household 
economy” . Transforming rudimentary household economy to “ national” or 
“ political economy” justified the disintegration of old economic unions. It means 
that, economy separated from jurisprudence and technology eventually, became a 
full-fledged science.

Through three different points of view explored the mechanism of 
economy. They are theoretical, real-empirical, political.

Sombart was not the follower of “ abstract-theoretical” nor “ empirical- 
historical” disciplines. He did not reject any of them, on the contrary he 
combined them into a single concept and claimed that each of them required 
components. Now  it seems obvious to us that only the combination of these two 
activities leads to the creation of scientific work; "theory" and "empiria" refer to 
each other as a form and content of the same object. From his ideas we can find 
out that, follower of any specific direction.

The central thesis of Sombart’s idea, was analysis Conditions of capitalist 
economy. Author answered such questions as; which factors contributed to the 
emergence of capitalism? W hat was the driving power? From what began this 
process?

In the end, to find out these conditions, he pointed two ways. A t first, 
enumerated the premises theoretically necessary for the existence of all 
capitalism. Secondly, established those events, the emergence of which made 
possible the historical form of manifestation of capitalism.

There are many example in world history, where he was right. For 
instance, in G reat Britain the premises - was enhancing and developing scale of 
craft and handmade production; the events - was too many Britain colonies which 
was rich by necessary goods for its economy.

The chapter “The driving power of capitalism” Sombart started with word 
“ Capitalism has grown from the depths of the European soul” . In his opinion the 
same spirit that gave birth to new states, empires a new religion, a new science, 
created a new economic life - capitalism. He illustrated this spirit as abstract and 
philosophical force, which changes and upgrades the existing world order. 
Sombart imagined this endless process - aspirations for the infinite.



If we call it (spirit - driving force) the desire for power, then we also will 
not be mistaken, the desire of a strong individual to prove himself, to assert his 
"I", to subordinate others to his will. In the nature of each person has a thirst to 
subordinate as more people and dominate stronger. All state leaders, heroes, 
kings and supervisors became to power and rule through this personal qualities. 
After that, they only strengthen their power.

If we call it the desire for entrepreneurship, Then this expression will, of 
course, be appropriate in all those cases, people conquering their own world, 
creating a full life, not limited to enjoyment, not running from the world - they all 
can be called "enterprising".

Today this new spirit of enterprising has prevailed in all areas of human life 
as state - managing and controlling people’s life, religion - educate and 
communicate, science - to upgrade technologies and modernization lifestyle by 
new inventions.

Sombart underlined, this spirit impulse transforming from feudal-craft 
economy to capitalism. Feudal economy system is based on a cover of needs, 
imbued with calm complacency, in a state of equilibrium. But, capitalism differs in 
hunting for money, free from all organic and natural limitations and whose 
possession increasingly becomes a symbol of power. In short, capitalism - 
Absolutely abstract symbol of values. The individual does not know the limits of 
his needs and will endlessly accumulate a wealth - money, capital, property...

In other words, hunger and thirst for more and more to wealth pushes. 
As above mentioned Sombart explained this process with the help of human 
psychology. Human initially by nature always competing with each other, greed, 
avarice, self-serving and selfish being. Those psychological aspects promoted 
emerging of capitalism.

In the first stages, before the appearance of the capitalist system, especially 
the Middle Ages, the following mass phenomena were characteristic; Knights- 
robbers, finding treasures, usury, alchemy. Those phenomena came with greed for 
gold and money. The Crusades can be a good example the thirst of countries to 
master other nation's wealth, to increase their gold reserves by weak countries. 
Eventually, those acts influenced structural formation of capitalistic economy 
system.

In capitalist ideology, in the centre of all human goals, a subject or 
individual with its natural needs is not a living subject, an abstract concept is - 
capital. In this abstractness of purpose and lies its unlimited demand.
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One of the interesting Sombart’s thesis is that, wealth and power are 
parallel units.3 Entrepreneur always acquires to achieve power, the economic 
agent strives to get as much as possible wealth. Nowadays this law has not lost its 
relevance, anyone who has power always strives to acquire as much money as 
possible, and rich people prefers to obtain authority power. If Formulate this 
equation (wealth=power) as a result comes up direct proportion.

Wealth=power formulation we can use for countries. If analyze top 
wealthy countries or big G D P nation, they expense more budget and recourses 
for military than others do. It is impossible enlarging only wealth of the country 
and not to expense to army by the way this country would be defeated. Once, 
Napoleon said that if the nation do not feed own army it will feed another army. 
This view is also, the most important principle in nowadays.

Use of the external forces are the foundation for common to all types of 
capitalist entrepreneurs: these leaders ultimately perform their actions using 
external coercive means obviously - a robber enterprise, or secretly - the power 
of the state or power in the state. From this chapter we can conclude with a 
capitalist spirit, we therefore call the spirit of enterprise and the bourgeois spirit 
combining into one single unity. This spirit finally, created - capitalism.

During this work, I came to the conclusion that Stobart’s approach to 
studying the historical development and character of capitalism is different from 
other scientists. He states the untouched and unspoken face of capitalism. 
Author’s analysis differs from the others in that it proposed an integrated 
approach and complexity of all the factors that are involved in the development of 
this system. For instance, somehow he said: "In the beginning there was an army". 
In this, he wanted to express that with the help of the army, a state was been 
created, then, in order to subjugate the forces of nature, he tries to transform 
technology, and his inherent desire for money and power leads him to the 
development of precious metal deposits and important fossils.

One of the Sombart’s idea, which is also, relevant today in global world, is 
to support science and innovation technologies. Expense more money to 
technology which are improve the fighting ability of the army, on the other hand, 
state interests forced to look at the increase in the stock of precious metals as an 
important policy goal and take measures to increase their extraction. In X X  
century, US used these principles. Increased new technologies, after II W orld  
W a r had a 3/2 amount of total global gold reserves, every year allocates 3-5 
percent of money from G D P to R & D (Research and Development).

3 Sombart V. “Modern Capitalism” Berlin, 1924, p 164.



Sombart draws attention to the fact that without technology cannot 
create a modern army. W ithout a compass and astrolabe, it would be impossible 
to discover America. In addition, without the discovery of rich silver horses and 
gold placers, it would be impossible to have a modern tax system, no state credit, 
or a modern state in general. If we combine the author's concepts that the state 
(combination economy with government), technology and production of precious 
metals are the basic conditions of capitalist development.

The state - with the help of its army, opens new markets and ensures 
order. This law has a slightly different format for today. Hegemon countries 
create economic integration unions, different trade organizations or military 
blocs. Today, with the help of the EU  - Germany and France provide themselves 
with new markets among European countries or the US with the help of NAFTA, 
the TTP opens up new potential markets for itself, the Russian Federation creates 
the Eurasian Economic Community in order to influence and ensure the 
development of its power. This principle, we can see the policies of China, it 
creates a new project of the Silk Road, by this instrument China trying to expand 
economic expansion.

One of the shrill statements of the Sombart that nothing emerged from 
capitalism that has any cultural significance.

Next statement was about imperialism. N ow  it means the extension of 
the sphere of state power beyond the metropolis. Sombart listed the most 
important explanation of how the country seeks great powers to imperialism and 
expansion. There are political - the offensive and defensive nature of expanding its 
power; military - the machine of militarism automatic moves farther and farther 
and shows its strength to others; national - the desire to provide representatives 
of a particular nation or race with greater influence on the globe; religious - to 
show one's strength with the help of religion. For example, Iran claims to be the 
center of Shias favorer and Saudi Arabia, Turkey on Sunnites supporter.

Thereof, an interesting conclusion that, for the development of capitalism, 
the militarization of states was caused by the imperialist movement. The demand 
for war materials created a military industry and thereby contributed to the rapid 
and powerful development of heavy industry, which is the most important part of 
capitalism.

It is not secret that industrial economy bases on industry. Nowadays we 
are living in post-industrial world. Post-industrial system bases on service and IT 
technologies. Most IT technologies and services intended or firstly used by 
military. For example, internet at first used by Pentagon after it was become
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public service. Several invention like laser, radar... were used firstly on military 
purposes.

A t the end of his work, Sombart noted that along with capitalism, other 
economic systems will continue to live and capitalism will remain an attractive 
system for humanity.



12
Weber’s Theory Through the Prism of Modern Economy

Firuz Gadoyev
Young Researcher at UWED

W ith  the beginning of the renaissance of the 1970s and 1980s, W estern 
social science and culture have witnessed a significant increase in interest in 
W eber's sociological theory. The influence of W eber's ideas on the study of 
political structures and processes has increased noticeably in recent years. Many 
W estern scholars rely on W eber's theory of bureaucracy when conducting 
comparative studies of the system of public administration in various countries.

He developed: the foundations of the sociology of religion; Economic 
sociology and the sociology of labour; Sociology of the city; The theory of 
bureaucracy; The concept of social stratification and status groups; The 
foundations of political science and the institution of power; The doctrine of the 
social history of society and rationalization; The doctrine of the evolution of 
capitalism and the institution of property.

The achievements of Max W eber are simply impossible to enumerate, they 
are so huge. In the field of methodology, one of its most important achievements 
is the introduction of ideal types. M. W eber believed that ideal types make it 
possible to make historical or social material more meaningful than it was in the 
very experience of real life.

W eber's ideas permeate the whole building of modern sociology, forming 
its foundation. He contributed to the theory and methodology, laid the 
foundations of the branch directions of sociology: bureaucracy, religion, city and 
labour.

M. W eber created many scientific works, including: "Protestant ethics and 
the spirit of capitalism", "Economy and society", "Objectivity of socio-scientific and 
socio-political knowledge," "Critical research in the field of the logic of the 
sciences of culture," " On Some Categories of Understanding Sociology "" Basic 
Sociological Concepts ".

One of his main works is "Protestant ethics and the spirit of capitalism," in 
which W eber wrote a comparative analysis of the most significant religions and
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analyzed the interaction of economic conditions, social factors and religious 
beliefs. For the first time this work was published in 1905 in Germany and since 
then is one of the best works on the analysis of the causes of the emergence of 
modern capitalism.

Domestic sociology can also learn a lot in the arsenal of the political theory 
of Max W eber. The concepts developed by him can, apparently, be successfully 
used to analyze the structures of public administration at various stages of their 
evolution. An appeal to his political ideas should contribute to a better 
understanding of both the recent past of our country and the current state of its 
political system.

W eber made a significant contribution to such areas of social knowledge as 
general sociology, the methodology of social cognition, political sociology, the 
sociology of law, the sociology of religion, economic sociology, the theory of 
capitalism. W eber called his concept "understanding sociology." Sociology 
analyzes social action and tries to explain its cause. Understanding means the 
cognition of social action through its subjectively implied meaning, that is, the 
meaning that the subject himself places in the action. Therefore, in sociology, the 
diversity of ideas and worldviews that regulate human activity, that is, the diversity 
of human culture, are reflected.

Unlike his contemporaries, W eber did not strive to build sociology on the 
model of the natural sciences, referring it to the humanities or, in his terms, to 
the sciences of culture, which, according to methodology and subject matter, 
constitute an autonomous field of knowledge. The main categories of 
understanding sociology are behavior, action and social action. Behavior - the 
most general category of activity, which becomes an action, if the actor connects 
with him a subjective meaning. About social action can be said when the action is 
correlated with the actions of other people and is guided by them. Combinations 
of social actions form "semantic connections", on the basis of which social 
relations and institutions are formed. The result of understanding by W eber is a 
hypothesis of a high degree of probability, which then must be confirmed by 
objective scientific methods.

W eber identifies four types of social action:

• Purposeful - when objects or people are treated as means to achieve their 
own rational goals;

• Value-rational - is determined by a conscious belief in the value of a 
particular action, regardless of its success;



• Affective - determined by emotions1;
• Traditional - determined by tradition or habit

W eber's social attitude is a system of social actions, social relations include 
such concepts as struggle, love, friendship, competition, exchange, etc. Social 
attitude, perceived by the individual as mandatory, acquires the status of a 
legitimate social order. In accordance with the types of social action, four types of 
legitimate (legitimate) order are distinguished: traditional, affective, value-rational 
and legal.

The method of sociology W eber is determined, in addition to the concept 
of understanding, the doctrine of the ideal type, as well as the postulate of 
freedom from value judgments. The ideal type according to W eber fixes the 
"cultural meaning" of this or that phenomenon, and the ideal type becomes a 
heuristic hypothesis capable of ordering the variety of historical material without 
reference to some predefined pattern.

Concerning the principle of freedom from value judgments, W eber 
distinguishes two problems: the problem of freedom from value judgments in the 
strict sense and the problem of the relationship between knowledge and value. In 
the first case, it is necessary to strictly distinguish the established facts and their 
evaluation from the worldview of the researcher. In the second, we are talking 
about the theoretical problem of analyzing the connectedness of any cognition 
with the values of the cognizable item, that is, the problem of the 
interdependence of science and the cultural context.

W eber proposes the concept of "cognitive interest", which determines the 
choice and method of studying the empirical object in each particular case, and 
the concept of the "value idea", which is determined by a specific way of seeing 
the world in a given cultural context. In the "science of culture" this problem 
acquires special significance, since in this case values are a necessary condition for 
the existence of such sciences: we, in a certain culture, cannot study the world 
without evaluating it and giving it meaning. In this case, therefore, we are not 
talking about the subjective biases of a particular scientist, but first of all about the 
"spirit of the times" of a particular culture: it is he who plays a key role in the 
formation of "value ideas".

These theoretical postulates allow W eber to interpret the sociology of 
economics in a "cultural" context. W eber identifies two ideal types of economic 
behavior: traditional and goal-oriented. The first exists since antiquity, the second 
develops in the New  time. The overcoming of traditionalism is connected with

1 M .W eber “Economy and society” : Oakland, University o f California Press 1922 pp.24-25
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the development of a modern rational capitalist economy, which presupposes the 
existence of certain types of social relations and certain forms of social order.

Analyzing these forms, W eber comes to two conclusions: the ideal type of 
capitalism is described by him as a triumph of rationality in all spheres of 
economic life, and such development cannot be explained solely by economic 
reasons. In the latter case, W eber polemicizes with Marxism. In his work 
"Protestant ethics and the spirit of capitalism," W eber attempts to explain the 
genesis of modern capitalism by linking this problem with the sociology of religion, 
in particular Protestantism.

M. W eber’s mind on Society and Power

In his research M. W eber paid attention to the most diverse aspects of the 
life of society: the links between economic life, the problems of the social 
structure, the economic and ideological interests of various social groups, the 
division and specialization of labor, the problems of political power, types and 
legitimacy, historical causation, the problems of rationalization and etc, M. W eber 
considered society in its totality. He believed that the phenomena of social life are 
causally conditioned. All of them are conditioned by a variety of reasons. In 
reality, there is no causality of phenomena by any one factor. A t the same time, 
W eber excluded the possibility of the determining influence of one factor on the 
other without the reciprocal influence of him on their part. Among the many 
causes that cause specific phenomena, he believed, there may be major ones. So 
the main factor that led to the assertion of capitalism in the countries of W estern 
Europe, according to W eber, was a religious and ethical complex. This complex, 
which included Protestantism and the corresponding ethics, led to the formation 
of specific personality traits, and thereby approved a unique phenomenon - 
W estern European capitalism, which cannot be repeated in other countries. 
Representing the most rational type of management, capitalism at the same time, 
is the "monstrous cosmos" into which every individual is plunged from the 
moment of birth and whose boundaries remain for the individual as such once and 
for all given and unchanged ".

The society, according to W eber, is differentiated into classes. Class 
differences and positions are multidimensional. People are divided in relation to 
the means of production, on religious and ideological grounds, in relation to the 
authorities, and so on.

The essence of power M. W eber saw in obedience to a certain order. 
Obedience to the order, in his opinion, is carried out for three reasons: by 
tradition and habit, due to the need to comply with certain provisions of laws and 
by virtue of personal sympathy. In accordance with these basic motives of



obedience, M. W eber's order characterized three types of legitimate political 
domination: traditional, legal, charismatic2.

Traditional domination is based on the strength of tradition, the habits of 
obeying the manager. The legal board takes place when, when executing orders, 
people obey not the persons who give them away, but the established laws. 
Charismatic domination is based on the deification of the manager's personality, 
on the belief in his exceptional abilities, and so on.

M. W eber paid much attention to the problems of the relationship between 
political leaders, the bureaucracy, the people. He suggested that the future society 
would be a dictatorship of the bureaucracy, and not of the working class. In detail 
W eber also investigated the problems of conflicts in society. He came to the 
conclusion that in the contemporary society the main conflict is caused by the 
struggle of the state bureaucracy and political parties.
The concept of sociology and the "meaning" of social action.

W eber singles out such concepts as "Action" and "Social Action". So, 
consider these concepts separately and find their difference.

"Social action is the action of a person who has a relationship with the 
actions of other people and who are oriented toward him, in relation to the 
acting person or actors"

These two concepts that define W eber have significant differences. In fact, 
these "differences" are in this: For example, if we take "action", then it is not 
dependent on something external or internal that "reduces to non-interference 
and to a patient friend", but "social action ", On the contrary, includes non
interference and patient acceptance.

Max W eber defines two meanings of the word "meaning". The first: "really 
subjectively by the alleged actor in a given historical situation, or approximate, 
average meaning, subjectively assumed actors in a certain number of situations". 
The second: "theoretically designed pure type of meaning, subjectively assumed 
hypothetical actor or actors in a given situation".

This interpretation of the word "meaning" makes the author think that she 
separates sociology as an empirical science from dogmatic sciences such as ethics, 
logic and jurisprudence. This is due to the fact that such an interpretation that 
W eber gave to the word "meaning" does not have a "correct and true" meaning, 
in contrast to these sciences, which seek to determine the "correct and true" 
meaning.

2 Weber, M . "The three types of legitimate rule". Berkeley Publications in Society and Institutions, 4 (1) (1958):
pp1-11.
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To draw a clear line between meaningful and reactive behavior is 
impossible. Because between them there is no connection with the subjectively 
assumed meaning. In the first case, there is no action as such or it can be detected 
with the help of specialists. In the second case, those experiences that "cannot be 
understood by those to whom they are inaccessible".

He defines the types of "obvious" understanding. The first is rational (logical 
or mathematical). The second is the result of "empathy and feeling - emotionally 
and artistically receptive"3.

Max W . is convinced that those actions that have a logical or mathematical 
"form", that is, they represent semantic connections, we can understand with 
greater clarity. And those actions that are oriented toward "high goals and values" 
we can understand with less obviousness.

The author says that there is a typological type of research and that all 
irrational connotations (with this type of research) should be considered as a 
"deviation" as opposed to a goal-oriented one. In other words, "irrational factors 
(affects, delusion) of behaviour can be understood as a" deviation "from a purely 
rationally constructed one". Only in this sense, the method of "understanding" 
sociology is "rationalistic". It must be said that such a method must be understood 
only as a methodical technique.

W eber proposes to treat material artefacts on the basis that the person 
connects them with the manufacture and application. In a word, a person should 
see in the artefact either a goal or "means."

Also the author says that there are such phenomena that cause alien 
meaning. For example, to an alien sense, "all processes or phenomena (of a living 
or dead nature, connected with a person or occurring outside of it), deprived of 
the intended semantic content, appear not as a" means "or" purpose "of 
behaviour, but are only his motive , Stimulus or interference ". W eber even gives 
an example that proves the above-described "theory." As an example, he leads 
the storm tide. This example clearly demonstrates that the phenomenon is not a 
"means and purpose" of behaviour, but it represents, in this case, an excuse and a 
hindrance.

Further, W eber singles out the types of understanding: "1) a direct 
understanding of the alleged meaning of the action. This is when we understand 
the meaning of the rules, for example, 2x2 = 4. 2) explanatory understanding. This 
kind can be characterized as "understanding" is anti-motive. There is an example

3 Max Weber, Sociological Writings. Edited by W o lf Heydebrand, London Continuum 1994.



that was in the first case, then you can ask such questions: W h y  does it happen 
such a number, and not another? W h o  wrote this example? "4.

Protestant ethics and the spirit o f capitalism and its future through 
the eyes o f M . Weber "Protestant ethics and the spirit of capitalism" It was this 
work that became the most famous of those that came out during Max W eber's 
lifetime. In it, he considered rationality as a specific feature of W estern European 
development. The reasons for the formation of rationality W eber associated with 
certain types of rational life behaviour, calling it "capitalistic spirit"5.

His work began with the rejection of the conventional notion of capitalism 
as a phenomenon, primarily associated with profit. "The desire for 
entrepreneurship, the pursuit of profit, the monetary gain ... in itself has nothing 
to do with capitalism," wrote the scientist ("Protestant ethics and the spirit of 
capitalism," 1905). Nevertheless, capitalism does not exclude this "striving for 
profit", since the lack of orientation toward profitability inevitably dooms it to 
ruin.

If we talk about capitalism as an economic activity, then, according to 
W eber, it existed in all states of the ancient world. As for the author himself, he 
was not interested in the forms of capitalism (adventurist, commercial, militaristic, 
political), but the very process of "the emergence of bourgeois industrial 
capitalism with its rational organization of free labor."

According to W eber, "economic thinking" and forms of economy depend 
on "a certain religious orientation." Thus, the features of modern W estern 
capitalism are due to the ideology of Protestantism. He confirmed this thesis with 
statistical data, in particular, the fact that Protestants predominated among the 
owners of capital and entrepreneurs, among the higher skilled strata of workers, 
as well as the average and higher technical personnel of modern enterprises. This, 
according to W eber, was associated with a peculiar mentality, formed by 
education and found expression in professional activity.

Comparing the activities of Catholics and Protestants, W eber, for example, 
believed that Catholics in the field of economics looked rather pale, and most 
importantly "did not show a specific inclination to economic rationalism."

The author saw the reason for this phenomenon, first of all, in the 
uniqueness of each of the religions. But what exactly was the peculiarity of 
Protestantism? W eber noted the adherence to the idea of "duty to work" among

4 M arxist In ternet Archieve: https://www.marxists.org/reference/subject/philosophy/works/ge/weber.htm
5 Weber, Max. “Prefatory Remarks to Collected Essays in the Sociology of Religion.” 2009 pp. 205-20 in The 
Protestant Ethic and the Spirit of Capitalism with Other Writings on the Rise of the West, edited by S. Kalberg. 
Oxford: Oxford University Press.
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the followers of this religious trend, which created a fertile ground for 
understanding work as a vocation.

This circumstance was the determining motive in the behaviour of the 
European bourgeoisie. The origins of such motivation should be sought in the 
times of the Reformation, when, in fact, a new version of Christianity appeared - 
Protestantism with its ethic of productive work, professional duty and private 
initiative.

It was thanks to this ethical core, as W eber believed, that Protestant 
religiosity proved to be the most adequate form for industrial high-productivity 
capitalism.

M. W eber in "Protestant Ethics" described the spiritual factors of the 
emergence of primary capitalism in the W est. During this period, it was the 
spiritual, religious motivation of entrepreneurial activity, its perception from the 
point of view of the religious salvation of the soul, dominated the desire for profit, 
rationalized it, and endowed it with religious meaning. In modern W estern 
society, the situation has changed: the passion for profit has escaped from the 
religious "wrapper" and has become a self-sufficient motive, a basic value:

"A t present, the spirit of asceticism - who knows, is it forever? - left this 
worldly shell. In any case, the victorious capitalism does not need such support ... 
A t present, the desire for profit, deprived of its religious and ethical content, 
takes place where it achieves its highest freedom, namely in the United States, the 
character of an unrestrained passion.

From Protestant ethical values, only "the notion of" professional duty 
"wanders around the world as a spectrum of former religious ideas". Protestant 
ethics, laying down the spiritual foundations of a high professional culture, lost its 
direct influence on it. As evidenced by modern sociological research, there is no 
direct correlation between the high level of Protestant religiosity and work ethic, 
but in general it is higher where there was a stronger Protestant tradition.

Capitalism is already developing not on the basis of religious culture, but on 
its own basis. If initially a person with his own goals, values, aspirations created a 
capitalist economy, now he has turned into a colossal independent mechanism 
that forms the image of the thought and lifestyle of every member of society, 
imposing his norms and "rules of the game" on him. M. W eber writes: "The 
Puritan wanted to be a professional, we should be so."

Protestant ethics, acting in the process of the emergence of capitalism as its 
most powerful ally in the struggle against traditionalism, had not only great 
concrete historical significance in the sense of the formation of the psychological



and cultural foundations of its "spirit," but also the broadest historical significance 
in the sense of the formation of the entire capitalist culture.

Rational life behaviour based on the idea of vocational calling and other 
ideas of Puritan ethics became one "of the constitutional components of the 
modern capitalist spirit, and not only of it, but of all contemporary culture"

Thanks to Protestant ethics, capitalist activity and activity in general acquire 
a rationally semantic, culturally determined value. Relations between subjects are 
social in nature. The subject himself becomes a cultural being, consciously 
organizing activities, focusing on the environment and the "importance of others." 
The emerging social system as a product of comprehension of actions also 
becomes a cultural product.

W eber as the main idea of ascetic Protestantism singles out the idea of 
professional vocation and duty. N ot labor as such, but only systematically 
organized, methodical work within its profession, rational activities are pleasing to 
God. Such principles created an impulse to methodically control one's behaviour, 
an ascetic life style that was oriented toward the Divine will of rational 
transformation. Thus, the world is liberated from magic, superstition, dependence 
on the church, prayer. It becomes simpler, more understandable, more rational. 
Question of chosen fate and salvation are now resolved not in the sacraments of 
church services and prayers, not as mediators between God and man, but by man 
himself in the process of labour activity. He saves his soul, following the divine 
commandments, and success in professional activity is a sign of grace - reward for 
persistent methodical work.

A t the beginning of the 20th century, W eber observed the distinctive 
features of the national character of the various peoples of Europe, manifested in 
relation to professional duty and vocation. "Every manufacturer," he writes, "is 
well aware that one of the main obstacles to the capitalist development of 
countries such as Italy is the insufficient awareness of the workers, which 
distinguishes it from Germany." Comparing, W eber notes, at first glance, a 
difficult-to-explain, peculiarity: among the successful businessmen, Protestant 
supporters predominate. W eber writes: "W hen acquainted with the professional 
statistics of any country with a mixed religious composition of the population, one 
phenomenon, repeatedly discussed in the Catholic press and literature and at the 
Catholic congresses of Germany, invariably attracts attention.

Namely - the undoubted predominance of Protestants among the owners 
of capital and entrepreneurs, among the highest qualified layers of workers, 
among the higher technical and commercial personnel of modern enterprises. 
"Further, the author makes various assumptions about the nature of this fact of
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the predominance of Protestants. He tries to explain it from the standpoint of the 
historical - "In the X V I century. Many of the richest regions of the empire, owing 
to favourable natural conditions and the proximity of trade routes, accepted the 
Protestant faith; The consequences of this fact contribute to the success of 
Protestants in their struggle for existence and economic prosperity. " In the same 
way, from the standpoint of economic (financial) and general education: "The fact 
that the percentage of Catholics among students and graduates of secondary 
schools of" elevated type "is much lower than their percentage to the entire 
population can be explained by property differences. But the fact that among the 
Catholic entrants, the percentage of those graduating from educational 
institutions that prepare for technical and commercial activities, in general to 
bourgeois entrepreneurship, is also significantly lower than among Protestants, 
this fact cannot be explained by a financial reason. "

"Backwardness", first of all, is an expression of the weakness of rational 
thinking. The thinking of the state bureaucracy, neglecting ethical norms, testifies 
to the weakness of rational principles in culture. N.N. Zarubin, in search of 
psychological incentives for work in the Afro-Asian regions, quite justifiably 
transfers the accent from a purely religious sphere to the general sphere of 
culture - to a system of values, attitudes, meanings and norms that really provide 
motivation and regulation of economic activity. The main thing is to find in each 
culture settings that are designed as ethical norms and aimed at an active attitude 
to the world, economic development and the accumulation of wealth, spiritually 
stimulating labor activity and capable of playing a leading role in the process of 
socialization and education on a mass scale.

Conclusion

Apparently, Max W eber was a scientist with a very broad social outlook. 
He left a notable mark in the development of so many aspects of social, political 
and economical science.

In the book "Protestant ethics and the spirit of capitalism," the author 
compares the entrepreneurial abilities of representatives of the capitalist world, 
who adhere to various Christian denominations, in particular, he compares 
Catholics and Protestants.

In this work, he reveals the influence of religion on the economy. 
Protestant religion promoted the development of business acumen, 
entrepreneurial activity. It helped to shape thrift, calculating, enterprising, 
resourceful, risky.



M. W eber demonstrated the influence of external factors on the formation 
of economic relations, the processes of economic development. According to 
W eber, Protestant religiosity proved to be the most adequate form for industrial 
high-productivity capitalism.

And, finally, he deduces the main significant dogmas of Protestantism: 1. 
Man is originally sinful. 2. Before the beginning of life, everything is predetermined. 
3. A  sign about whether you are saved or not can be obtained only by improving 
oneself in your profession. 4. Obedience to the authorities. 5. Denial of the 
supremacy of the ascetic duty over the worldly. 6. Reconciliation with your place 
in the world.

The ideas of Max W eber are very fashionable today for the modern 
sociological and economical thought of the W est. They are experiencing a kind of 
renaissance, a revival. This shows that Max W eber was an outstanding scientist. 
His social ideas, obviously, had an outstripping character, if they are so in demand 
today in W estern sociology as a science of society and the laws of its 
development.
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In t ro d u c t io n

The relationship between Uzbekistan and Japan began in 1992. Since then, 
the relationship has been quite good. It is said that the 2002 Joint Declaration on 
Friendship, Strategic Partnership and Cooperation made the relationship solid.

Speaking to current issue, Japanese Prime Minister Abe visited Uzbekistan 
last year. It had been 9 years since Japanese Prime Minister visited Uzbekistan last 
time. Prime Minister Abe visited not only Uzbekistan but also the other 4 
countries in Central Asia, because Japan thinks much of Central Asia as good 
partners.1

Also this year is 25th anniversary of diplomatic relations between 
Uzbekistan and Japan. President of Uzbekistan Shavkat Mirziyoyev remarked, 
“Today Japan is one of our country’s most significant and priority partners in the 
economic modernization and socio-economic development of the country.” Prime 
Minister of Japan, Shinzo Abe said, “ I am ready to continue making efforts not only 
to extend the relations in the political and economic spheres but also to 
strengthen the friendly relations in many areas, including the development of 
cultural and scientific ties with Uzbekistan.” 1 2

Although Relationship between Uzbekistan and Japan officially started in 
1992, it is said that the relationship begun before that. The relationship started 
that Japanese people built a theatre named after Alisher Navoiy, an opera house. 
After W orld W ar Two, Soviet Union obliged Japanese prisoners to work in Siberia 
and Central Asia. About 25,000 Japanese people were sent to Uzbekistan and 457 
of them were ordered by Soviet Union to build Alisher Navoiy Opera. Some of 
them died because of heavy labor, but in October 1947, the opera house was

1 See: Prime M inister of Japan and His Cabinet, 
http://www.kantei.go.jp/jp/97_abe/actions/201510/25uzbekistan.html 
(see 28/11/2017)
2 Quote from :A K I Press, Uzbekistan and Japan mark 25th anniversary of establishment of diplomatic relations 
https://akipress.com/news:588238/ (see 15/11/2017)

http://www.kantei.go.jp/jp/97_abe/actions/201510/25uzbekistan.html
https://akipress.com/news:588238/


completed. In 1966, a big earthquake occurred in Tashkent, but this opera house 
did not break at all and was used by a shelter. That story was said the beginning 
that Uzbekistan became friendly to Japan. Including Japanese victims by building, 
817 Japanese people were still buried in Uzbekistan and the tombs are maintained 
carefully by kind Uzbek people.3 4

Japanese television programs are often taking Navoi Theater as a symbol of 
relationship between the two countries when they introduce about Uzbekistan.

The relationship between Uzbekistan and Japan started before Uzbekistan 
became independent, and I expect this relationship which has a long history will 
further develop in the future.

Basic Data about relationship between Uzbekistan and Japan 5

--Diplomatic Relations
Established in 26 January 1992.
Embassy of Japan opened in Tashkent in January 1993.

Embassy of the Republic of Uzbekistan opened in Tokyo in February 1996.
--Residents

Number of Japanese Residents:137 (as of Oct. 2016)
Number of Uzbek Residents: 1874 (as of Dec.2016)

Detail of Uzbek Resident in 20166

Professor

10
Journal
1

High technology 
3

Management
9

Researcher Education Skill/Specialized
inhumanities/

International
business

Intra-company
transferee

1 2 233 3

Skill Cultural
activity

Study abroad Training

3 see: Nobuhiko Shima,
http://navoi.nobuhiko-shima.com/navoiopera.html(15/ll/2017)
4 see: T R IPS , Г> < У7ЙЩ ] Ш ЪЬОо  ПЭШ  Ш Ь Х а 
https://trip-s.world/uzbekistan-grave(15/11/2017)
5 quote: M inistry of Foreign Affairs of Japan, Japan-Uzbekistan Relations (Basic Data) 
http://www.mofa.go.jp/region/europe/uzbekistan/data.html(03/11/2017)
6 see: e-stat, Й М 1 Ш Р
http://www.e-stat.go.jp/SG1/estat/List.do?lid=000001177523 (05/11/2017)
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2 9 868 2

Dependent Medical stay 

1

High skilled 
professionals

High skilled
professionals’
Family

427 2 8

Special 
project 
research: 1

Family of 
special 
project 
researcher: 1

Others:9 Resident: 164

Spouse of 
Japanese:68

Spouse of 
resident: 12

Settlement:38

--Trade with Japan (2016):

Export to Japan: 280 million yen (gold, cotton fabrics, etc.)
Import from Japan: 17.40 billion yen (motor vehicles, rubber products, etc.) 

--Direct Investment from Japan (2008):
1.4 billion yen

--Japan's Official Development Assistance:
List of Exchange of Notes

Loans: 276.630 billion yen (the total till FY2015)
Grant: 24.441 billion yen (the total till FY2015)
Technical Cooperation: 18.301 billion yen (the total till FY2015)
Cultural Grant (cumulative total fiscal 1975-2016):

504 million yen (Cultural Grant Aid and Grassroots Grant Aid)
O D A

O D A  (Official Development Assistance) is one of the most important things 
to show how strong the relationship between Uzbekistan and Japan is. Uzbekistan 
is the country where Japan most thinks much of in Central Asia in terms of ODA.



--ODA from DAC countries (based on total expenditure, unit: million 
dollars)7

Year/
Rank

1 2 3 4 5 sum

2010 South Korea Japan Germany America France 122.42
34.78 34.08 29.66 16.49 2.32

2011 Japan South Germany America France 95.34
31.26 Korea 21.24 8.20 2.21

24.67

2012 Germany Japan South America Switzerland 112.31
43.90 26.25 Korea 10.83 2.62

21.72

2013 Japan Germany America South Switzerland 144.88
56.49 37.21 27.95 Korea 3.38

13.42

2014 Japan Germany America South Switzerland 136.37
61.03 25.08 23.32 Korea 4.22

17.28

History8
O D A  from Japan to Uzbekistan started in 1993 by accepting trainees from 

Uzbekistan and sending specialists. In 1994, loan assistance started and, in 1995 
grand assistance started. JO C V  (Japan Overseas Cooperation Volunteers) was 
assigned in 1998 and technical cooperation agreement was concluded in 2006. 
JIC A  (Japan International Cooperation Agency) leads O D A  in Uzbekistan. Now, 
there are 31 JIC A  volunteers in Uzbekistan and the total number of JIC A  
volunteers is 298 so far.

Purpose9
Purposes of O D A  to Uzbekistan are mainly the below three.
First, it is to promote Uzbek Economy. Nowadays, Uzbek economy is 

steadily promoting. This is because that Uzbekistan is rich for natural resources 
such as natural gas, uranium ore and metallic ore, and Uzbekistan exports natural 
gas, gold and cotton. However, Uzbekistan has some problems which are

7 see: M inistry of Foreign Affairs of Japan, £
http://www.mofa.go.jp/mofaj/area/uzbekistan/data.html (03/11/2017)
8 see: M inistry of Foreign Affairs of Japan, П Е Г — 
http://www.mofa.gojp/mofaj/gaiko/oda/files/000247508.pdf#page=149
9 see: Embassy of Japan in Uzbekistan,
http://www.uz.emb-japan.go.jp/files/000306344.pdf (see03/11/2017)

(see 03/11/2017)
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deterioration of infrastructure of transportation and energy, lacking of 
professionals after moving to market economy, and lacking of law system. They 
may bother development of Uzbek economy.

Second, it is to correct economic gap between city and local. Along with 
the economic growth, the gap is becoming big.

Third, it is to make better relationship between Uzbekistan and Japan. Japan, 
which has poor natural resources, wants to more cooperate with Uzbekistan. 
Also, cooperation with Uzbekistan is essential in terms of Afghanistan which the 
world community tries to make stable and self-reliance.

For these purposes, Japan considers that O D A  for Uzbekistan is important.
--Important branches of O D A  in Uzbekistan
1: Renovating and Maintaining Economic Infrastructure (Transportation and 

Energy)
2: Human resource development and institution building support for 

promotion of market economy and promotion of economic and industrial 
development

3: Support for the restructuring of the social sector (agricultural reform / 
regional development, health care • health)

Business
--General situation of business10
Unfortunately, Business relationship between Uzbekistan and Japan is not 

so strong. Some Japanese companies expand to Uzbekistan, but the number of 
Japanese companies in Uzbekistan is around 20. Compared to other countries 
(Russian companies:l02, Chinese companies: 95, Korean companies: 55 in 2016), 
you can find how weak the business relationship is even though Uzbekistan and 
Japan has a strong diplomatic relationship.

--Trade with Japan11

Year Export to 
Uzbekistan(A)

Import from 
Uzbekistan(B)

Balance of Payment 
(A-B)

2012 98 106 △8

2013 123 100 22

2014 169 28 141

10 see: Deloitte., ^ X '^ X £ > ro £ 'v ;t'X E ill*< tE$ ?£ # I- cfc ’& iitM X.Hhttps://www2.deloit:te.com/jp/ja/pages/public- 
sector/articles/gv/business-environment-uzbekistan02.html (see 15/11/2017)
11 See: Ж Г К О ,Ш !
https://www.jetro.go.jp/world/russia_cis/uz/basic_01.html (see 08/11/2017)

https://www2.deloitte.com/jp/ja/pages/public-sector/articles/gv/business-environment-uzbekistan02.html
https://www2.deloitte.com/jp/ja/pages/public-sector/articles/gv/business-environment-uzbekistan02.html
https://www.jetro.go.jp/world/russia_cis/uz/basic_01.html


2015 253 3 251

2016 162 3 159

Items of export to Uzbekistan in 2016 
Buses/Truck (36.2%)
Communication instrument (13.2%)

Gum product such as tire (9.6%)
Pump/Centrifugalize (7.7%)
Automobile (6.3%)
--Items of import from Uzbekistan in 2016 

Non-ferrous metal (aluminum alloy) (38.7%)
Thread for textile/Textile product (35.3%)
--Japanese company in Uzbekistan in April 2017

Number of companies: 20
Name of companies and organizations:
[Representative office]
Itochu Corporation (general trading company), Sumitomo 

Corporation(general trading company), Marubeni (general trading company), 
Mitsui & Co (general trading company), Toyota Tsusho (general trading company), 
N EC  Corporation(electronic maker), Shimizu Corporation(construction 
company), Japanese Transportation Consultants, Inc. (infrastructure
consultant),Overseas Merchandise Inspection Co.Ltd., Tokyo Electric Power 
Services Co. Ltd., JE X  (medical supply), Silent Technology KANEKO, Nagoya 
University, O G A W A  SEIKI CO. LTD (technology, equipment), KUBO TA 
(agricultural machines), Fujitsu (high technology)

[Local subsidiary]
ITS Nippon Ltd(trading com pany),URYU&ITOGA (legalfirm)

[Merged company]
SAM A UTO  (assemble of medium bus and truck)

--Problems when Japanese company expands to Uzbekistan12

Now, there are not so many Japanese companies in Uzbekistan. This is 
because situation in Uzbekistan make expanding by Japanese companies difficult.

12 see:
https://www.de1oitte.com/content/dam/De1oitte/jp/Documents/pub1ic-sector/gv/jp-gv-business-environment- 
uzbekistan.pdf (see 20/11/2017)
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There are two reasons in this situation.

First, it is control of foreign exchange by Uzbek government. Uzbek 
government requires foreign companies use Uzbek sum in commercial 
transactions. However, it is difficult to exchange from Uzbek sum to US dollar.

Second, system of sending money by banks is still weak, therefore it is so 
difficult for foreign companies to bring back sales to their countries.

Also, Uzbek government regulates severely so that foreign companies have 
difficulty to expect demand in long term in Uzbekistan.

--Benefits for Japanese companies to expand to Uzbek markets13
Uzbekistan is most fascinating country in Central Asia for Japanese 

companies. This is because, Uzbekistan has the biggest population (30 million 
people) among these five countries, also private companies rapidly grow in this ten 
years. Even though key industries are mainly national companies, in this ten years, 
60 percent of G D P and 80 percent of employment are occupies by Small and 
Medium Enterprises.

In addition, commercial transaction progresses smoothly once a Japanese 
company gets a license and enters Uzbek market.

It is comparatively easy for Japanese companies to enter Uzbek market. As I 
mentioned, in Uzbekistan small and medium enterprises progress and Japan 
contributes this growth. There is U JC  (Uzbekistan Japanese Center) which holds 
business course for managers in Uzbekistan. Some of Uzbek managers studied at 
this center, and this fact helps Japanese companies enter Uzbekistan. Also, 
Uzbekistan is friendly to Japan and Japanese products get support to some extent 
by Uzbek people.

Japanese language institutions14
Japanese language is popular foreign language in Uzbekistan. As the below 

shows, about 1500 people study Japanese and there are 15 institutions for 
Japanese learners in Uzbekistan. They study Japanese language, because they want 
to study and work in Japan in the future or they are interested in Japanese culture.

Education of Japanese language in Uzbekistan started when Japanese 
language course was made in oriental faculty of Tashkent University in 1990. In 
1995, Japanese language education started in other universities and secondary or 
high education. Japanese language education introduced to Samarkand and Fergana

13 See: Deloitte
https://www2.deloitte.com/jp/ja/pages/public-sector/articles/gv/business-environment-uzbekistan03.html (see 
20/11/2017)
14 See: JA P A N  FO U N D AT IO N , ̂ X > ^ X £ > (2 0 1 4 3 S ) В ;ф Ц Ш В  ■
https://www.jpf.go.jp/j/project/japanese/survey/area/country/2014/uzbekistan.html (see 21/11/2017)

https://www2.deloitte.com/jp/ja/pages/public-sector/articles/gv/business-environment-uzbekistan03.html
https://www.jpf.go.jp/j/project/japanese/survey/area/country/2014/uzbekistan.html


in 1998. In 2009, native teachers begun to come to Uzbekistan as JO C V  (Japanese 
Organization Community Volunteers).

Like these, Japanese language is popular to some extent in Uzbekistan, 
Japanese language institutions meets some problems. The number of Japanese class 
is decreased and salary of teachers in Japanese education is low and some of them 
do second job, therefore they cannot research Japanese enough. Decreasing of 
quality in Japanese education is concerned.

Institutions Teachers Learners

Elementary
Education

Secondary
education

High
education

others sum

15 58 39 217 847 425 1528

2.6% 14.2% 55.4% 27.8% 100%

(in 2012, data by Japanese foundation)

Cities in Japan which have
--Maiduru city in Kyoto, Japan
Maiduru is one of the cities which have strong interaction with Uzbekistan. 

This is because that when Japanese prisoners by Soviet Union in Siberia came 
back to Japan, Maiduru was one of the destinations for that after W orld W a r Two 
.Most of Japanese prisoners who built Navoi Opera House came back in Maiduru. 
This is the beginning of the relationship between Uzbekistan and Maiduru city.

Now  elementary school students sometimes eat Uzbek food as school 
lunch in Maiduru city.15

Also Maiduru city has chosen as a Host town of Uzbekistan which is a local 
community to aim for human, economic and cultural interaction for Tokyo 
Olympic and Paralympic in 2020. 16

--Tsukuba city in Ibaraki, Japan17

Thanks to The University of Tsukuba, Tsukuba city has many Uzbek people, 
including students and professors. The University of Tsukuba has an office in 
Tashkent State Institute of Oriental Studies and accepts many international 
students from Uzbekistan (25 students in 2010).

15 see: Nobuhiko Shima, ^ H rtil7 ^ t^ 7 X ^ rX £ > £ :£ > ^ihttps://mine.place/page/20371559-e199- 
477f-a51b-7e41a962a2a4 (see 23/11/2017)
16 see: M A IZU RU -C ITY ,

https://www.city.maizuru.kyoto.jp/kyouiku/0000002061.html (see 23/11/2017)
17 see: The University of Tsukuba,
http://www.kokuren.tsukuba.ac.jp/overseas_offices/iccare/outline_care/outline_care.html (see 30/11/2017)
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Also Uzbekistan festival held in 2015 in Mito city which is center of 
Ibaraki.18

--Ikku city in Aichi, Japan19
After Uzbekistan and Ikku city signed Friendship, interchange is flourishing. 

Uzbek ambassador in Japan visited this city and Uzbek people interacted with 
elementary school students. There is Nagoya University in Aichi, so that many 
Uzbek students live around this city.

Cultural relationship

There are some Japanese culture in Uzbekistan such as sushi, Judo, karate, 
anime like other countries. However, I will remark from another point of view, that 
is Ikuo Hirayama. He is a famous artist in Japan and he had a strong relationship 
with Uzbekistan since 1969. In 1990s, he supported Uzbek pottery by giving funds, 
because Uzbekistan was unstable after independence and people’s income became 
low and nobody bought potteries at that time. 20 Then, he built a gallery named 
Caravanserai in Tashkent in 2001.Also he was given a title as an honorary citizen 
from the president of Uzbekistan in 2002.21

R e la tio n s h ip s  B e tw e e n  U n iv e rs it ie s 22

Some universities in Uzbekistan and Japan have good relationship with each 
other. There are five Japanese students study in Uzbekistan now, and as I showed 
in a table, 868 Uzbek students study in Japan. Also, in this November, Japan 
Education Fair 201723 hold in Tashkent and 10 Japanese universities took part in 
this event. The number of Japanese university is the biggest in this event and 751 
people visited this event. That shows both Uzbekistan and Japan are becoming 
more interested in relationship in education with each other.

The below table shows partner universities between Uzbekistan and Japan 
as far as I know.

Uzbekistan Japan

18 see: ^ Х > Ц Х .£ >  Я 1 Я г^ ///Ь
http://hanabibaraki.com/uzbekfriends/ (see 30/11/2017)
19 see: A ichi Prefecture, /> /^
http://www.pref.aichi.Jp/kokusai/friendship/city/owari/ichinomiya_2008.htmI#h20_01 (see 30/11/2017)
20 see: excite blog, 1 9 9 0 5 R
http://orientlib.exblog.jp/17252998/ (see 30/11/2017)
21 see: T O K YO  RO PPO N G I R O T A R Y  C L U B ,' 
file:///D:/1825600%20.pdf, (see 22/11/2017)
22 see: M izuki Nakamura,
http://in-the-centre-of-tashkent.blogspot.com/2014/11/blog-post.html (see 24/11/2017)
23 see: University of Tsukuba, Japan education fair 2017 in Tashkent , Uzbekistan on November 6, 
http://www.global.tsukuba.ac.jp/news/2017/10/20/japan-education-fair-2017-tashkent-uzbekistan-on-november-6 
(see 24/11/2017)

http://hanabibaraki.com/uzbekfriends/
http://www.pref.aichi.jp/kokusai/friendship/city/owari/ichinomiya_2008.html%23h20_01
http://orientlib.exblog.jp/17252998/
file:///D:/1825600%20.pdf
http://in-the-centre-of-tashkent.blogspot.com/2014/11/blog-post.html
http://www.global.tsukuba.ac.jp/news/2017/10/20/japan-education-fair-2017-tashkent-uzbekistan-on-november-6


The University of W orld Economy 
and Diplomacy

Tsukuba University 
Nagoya University 

Hokkaido University 
Waseda University 

Kokushikan University

Tashkent State Institute of Oriental 
Studies

Tsukuba University 
Tokyo University of Foreign Studies 

Hosei University 
Toyo University 

Fukuoka Wom en’s University,

National University of Uzbekistan Waseda University 
Tokyo University of Agriculture and 

Technology

Tashkent State University of law Nagoya University 
Mie University

Tashkent State University of 
Economics

Waseda University 
Takusyoku University

Tashkent Financial Institute Yokohama National University

Samarkand Institute of Foreign 

Languages
Tsukuba University 

Kokushikan University

Samarkand National University Osaka University 
Nagoya University

Tourists

These days, Uzbekistan is popular tourist destination for Japanese people 
and about 7000 Japanese people visit Uzbekistan every year. This number includes 
not only tourists but also those who visit Uzbekistan for studying and jobs, 
therefore we cannot know the exact number of Japanese tourists to Uzbekistan, 
but I can still tell you that Uzbekistan is one of the tourist destinations which 
Japanese are interested in.

Uzbekistan is rich for historical culture and has four world heritages in the 
country. That fascinates foreigners including Japanese.

Also, tripping to Uzbekistan is popular among elder Japanese. Uzbekistan is 
a safe country and the climate in spring and autumn is comfortable. Elder people 
have problems in language when they visit foreign countries, but there are some
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Uzbek guides who speak Japanese and most of them visit Uzbekistan as a tour. 
Popular areas are Tashkent, Samarkand, Bukhara and Khiva. I searched about tours 
to Uzbekistan on a major Japanese tourist website “TRAVELKO ” and 82 tours 
matched. Most of the tour is 8-10 days and expense is around 200,000 yen. 
(1 dollar is 111.9 yen on November 22).

As I remarked in chapter 1, Uzbekistan and Japan has a good and strong 
relationship. I have been living in Uzbekistan for three months, I really like this 
country. I hope that the relationship will be stronger in the future. In the below, I 
will write my opinion about the relationship of the countries.

--First step: More and more Japanese people visit Uzbekistan
I am sorry but I will tell you, Uzbekistan is not so famous in Japan. W e  know 

“ Samarkand” , “ Khanate of Khiva, Bukhara, Kokand” ,”Am ir Timur” , because we 
learn these words in world history class in senior high school. However these 
words do not connect to Uzbekistan in our knowledge. One of the reasons is that 
it has been only 25 years since Uzbekistan became independence.

Considering that, tourism is the best way to improve the degree of 
recognition in Uzbekistan.

However, Japanese people mistakenly understand Uzbekistan as “ a 
dangerous country” which has “ stan” in the name. In addition, most of Uzbek 
people are Muslim, and Japanese people generally do not have religion so that 
Japanese people tend to be afraid of Muslim.

These situations can be problems in terms of tourism in Uzbekistan. 
However, Uzbekistan has historically and culturally rich tourism resources and 
Uzbekistan is one of the most fascinating tourist destinations in the world. If the 
degree of Uzbekistan is further improved, more people realize how wonderful 
Uzbekistan is and Uzbekistan will be one of the most popular countries all over 
the world.

Uzbekistan's international tourism industry was conducted through 
Moscow before independence, and Moscow had transport links. Therefore 
tourism of Uzbekistan has much potential. According to data by W T T C  (W orld 
Travel Tourism Council), Uzbekistan’s ranking (out of 184 countries) of tourism 
industry in 2012 was the below.24

A BSO LU TE contribution

Travel and Tourism’s D irect Contribution to 2012
G D P

24 See: A LEK SA N D R A  K IM , “ Analysis and perspectives of tourism development in Uzbekistan” , Apr 2014,
http://www.agaliasociacion.Org/5.%20AIeksandra.pdf

http://www.agaliasociacion.Org/5.%20AIeksandra.pdf


(US dollar bn)

W orld Average 17.2

128 Uzbekistan 0.5

RELATIVE contribution

Travel and tourism’s Total Contribution to 
G D P

2012

(US dollar bn)

W orld Average 52.3

123 Uzbekistan 1.5

Travel and Tourism’s Direct Contribution to 
G D P

2012

(%)
W orld Average 5.2

182 Uzbekistan 1

Travel and Tourism’s Total Contribution to 
G D P

2012

(%)
W orld Average 14.1

177 Uzbekistan 3.1

Even though Uzbekistan has four W orld Heritages and flourished as part of 
The Great Silk Road, the percentages of contributions to G D P are low.

To promote tourism, Uzbekistan introduced a logo of Uzbekistan brand for 
the national tourist product in overseas market and enhances Uzbekistan as a 
tourist destination. Also, to promote in the international market, at an 
international TV channel “ Euro news” , an advertising campaign started in 2013. 
They will help to increase international tourists in Uzbekistan.

--My idea to increase Japanese tourists to Uzbekistan

I will recommend an idea to increase Japanese tourists to Uzbekistan. That 
is promotion to Japanese youth by using Internet. There are 5 reasons to support 
my opinion.

First, considering the current situation of tourism in Uzbekistan, there are 
direct flights between Uzbekistan and Japan only twice a week. Also, prices in 
Uzbekistan are relatively cheap. Young Japanese people, especially Japanese
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university students, have time to travel abroad during long vacations, and they do 
not have much money compared to those who work in company.

Second, there are more than 800 Uzbek students in Japan. Japanese 
university students have more chances to meet Uzbek people and become 
interested in Uzbekistan.

Third, young Japanese people are less afraid of doing abroad. They know 
English and more easily accept different cultures.

Fourth, traveling of Japanese youth has the effect of promotion. These days, 
SNS such as Instagram or Facebook are popular and they sometimes post their 
pictures which they took during travelling. Also, if they tell about travel 
experiences to their friend and parents, more and more people are becoming 
interested in Uzbekistan.

Fifth, advertising on the internet is easier than TV. Advertising by internet is 
cheaper than TV and less and less Japanese people watch TV. Therefore, promotion 
to Japanese youth through the Internet is more effective.

Then what is an effective way to promote them? I will recommend 
promoting through South Korea. As long as they are interested in Uzbekistan, they 
do not search something concerning Uzbekistan. If you want to go to Uzbekistan 
from Japan, most of the ways are flying from Japan to South Korea and then flying 
from South Korea to Uzbekistan. You can go to Uzbekistan from South Korea 
every day. According to data by JTB, 219,968 Japanese people visited South Korea 
in September 2017.25 Also South Korea is one of the most popular tourist 
destinations for young Japanese people because of Korean pop culture. Therefore, 
many people search about South Korea. For example, posting information of 
Uzbekistan on the website South Korea and appealing that you can go to 
Uzbekistan from South Korea to Uzbekistan may be one of the effective ways.

First, more and more young Japanese people come to Uzbekistan and then 
more and more Japanese people know about Uzbekistan. Second the number of 
direct flights increase, the number of Japanese tourists will increase. This is my 
suggestion.

--Second step: more Japanese companies expand to Uzbekistan,
Nowadays, China has more existence in Uzbekistan. In 2015, China 

accounted for 22 percent, the highest export value from Uzbekistan and 
accounted for 18.2 percent, the second highest import value to Uzbekistan, 
following to Russia. Also China maintained pipeline for natural gas. In addition,

25 See: JT B  Tourism Research &  consulting Co. , 7 0  Ы  ̂ 0> К 
https://www.tourism.jp/tourism-database/stats/outbound/ (see 29/11/2017)

https://www.tourism.jp/tourism-database/stats/outbound/


Uzbekistan maintained traffic infrastructure by supporting from China. These 
policies are based on “ Silk Road Economic Belt” proposed by Therefore it is 
import X i Jinping in 2013. 25

Also, South Korea has a strong business relationship with Uzbekistan in 
terms of historical issue. In 1930s, many Korean people were forced to Central 
Asia by Stalin. As a result ,the number of Korean residents is still about 2,000 and 
it is said that there are 200,000 Korean-Uzbek people.26 The Korean people 
helped when Korean companies expanded to Uzbekistan. South Korea has made a 
prominent advance in the early 1990s, when Uzbekistan became the most difficult 
since independence, and earned the preemptive effect that competition countries 
such as Japan and China do not have in this area. South Korea still keeps higher 
existence both in export and import.27

Both China and South Korea have started businesses in special economic 
zones in Uzbekistan. In Jizzah, the development was progressed mainly by the 
National Development Bank of China, and several Chinese companies in the 
telecommunications and textile fields began businesses there. In Navoi, Korean A ir 
is responsible for air transport logistics through Navoi International A irport.28

On the other hand, Japan is behind business in these countries. The 
relationship between Uzbekistan and Japan has been established through the O D A  
loan, technical cooperation and grant aid. Although there is an investment success 
cases such as Isuzu medium-sized bus and truck assembly project at Samarkand 
where Japanese trading company invests, activities of Japanese companies are 
export business utilizing public loan such as A D B and W orld Bank or O D A  loan.

In order to ensure the progress of the project, it is necessary to check and 
secure confirmation and collateral through various laws and regulations. Also, it is 
important to follow the trend of policies to shift to market economy, and consider 
the possibility of private business from various angles.
Table: Trade with Uzbekistan29

Export from Uzbekistan

Country In 2015

25 See: E iich i Shibamoto, “ Ф & Г У 7  В ^ Ш З Ш Х ’, A R E A  R EPO R T S, June 2014, p.72-p.73
26 See: Natsuko Oka, Р '> Т Ш Ш 1 1 Л  - V t fx  Ь Ш Й Й Ж й а Ш Ё -  
http://src-h.slav.hokudai.ac.jp/publictn/45/oka/oka1.html (see 26/11/2017)
27 See: JET R O ,
https://www.jetro.go.jp/ext_images/jfile/report/07000361/c_asia_krcompany.pdf (see 26/11/2017)
28 See: Manabu Kato, “ « K N O W  : r ^ X H ^ ^ r JU  ,
Д Ж у Ь Ш ъ Nov 2015,p.2-p.3
https://www.jbic.go.jp/wp-content/uploads/reference_ja/2015/08/40376/20150731_spot.pdf
29 quote: ^Х^Ц р-яЗ^
file:///D:/20150731_spot%20uzubekisutann.pdf (see 27/11/2017)
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Amount of money 
(million US dollar)

Percentage

China 2,802 22.5

Kazakhstan 1,849 14.8

Russia 1,821 14.6

Turkey 790 6.3

Afghanistan 445 3.6

Iran 318 2.6

South Korea 176 1.4

Japan 10 0.1

Import to Uzbekistan

Country In 2015

Amount of money 
(million US dollar)

Percentage

Russian 2,635 21.2

China 2,258 18.2

South Korea 1,563 12.6

Kazakhstan 848 6.8

Germany 489 3.9

Japan 245 2.0

Third step: Uzbekistan has a good influence on Japanese society.
There are some good cultures in Uzbekistan which Japan should follow. 

They are helping with each other and marriage. I believe that they can solve two 
of the biggest problems in Japan; the big number of suicide and decreasing birth 
rate.

First I will remark about the big number of suicide. In 2016, 21,897 Japanese 
people killed themselves, according to data in 2014, Japan ranked worst sixth as 
the high rate of suicide in the world.30

W hat is the cause of that? Many Japanese people live alone for work and 
studying and some of them do not have people to whom they can tell their

30 see: Sunkei News, Я  Я  K H i
http://www.sankei.com/life/news/170530/lif1705300035-n1.html (see 30/11/2017)

http://www.sankei.com/life/news/170530/lif1705300035-n1.html


worries around them.

Also, it takes time for Japanese to make friends with each other. W e  are not 
likely to speak to others who we do not know.

In addition, we Japanese are taught, “ Do not bother others” since we are 
children. Therefore we Japanese mind asking for help, because we worry that the 
asking may bother others.

In short, Japanese people cannot ask for help in modern society easily. These 
current social situations and Japanese characteristics may cause Japanese people, 
in particular Japanese people who live alone, to be depressed and suicide.

On the other hand, most Uzbek people live with their family or friends. That 
means they have those who they can trust around them.

Also, Uzbek people are friendly and kind. They help others before being 
asked and they ask for help when they are in troubles.

Japanese people try not to bother others by asking someone for help, and 
when they ask for some help, they feel sorry. Also Japanese people do not help 
others until they are asked to help. This is because, if they help someone, he or she 
feels sorry and may feel awkward. Japanese people mind making someone 
awkward. (O f course, if they are asked for help, they are glad to help them) 
Japanese people care about others’ feelings too much, as a result, they cannot ask 
for help and cannot easily help others.

If Japanese people can solve their problems by themselves, it does not 
matter. However, Japanese people are not likely to ask for help even and Japanese 
people tend to take on worries. They become depressed and some of them kill 
themselves.

I really like the Uzbek culture of helping each other. I think that it is natural 
for Uzbek people to help others and ask for help. Japanese people care about 
others very much and they act negatively, I mean Japanese people are not willing 
to asking for help nor help others. Uzbek people care about others very much, 
too. However Uzbek people act positively, in short they are willing to helping 
others and asking for help.

I believe that if Japanese society introduces this Uzbek culture, the suicide 
rate will decrease. It is true that accepting different cultures, but only one 
experience can change values. By the increasing Japanese travelers to Uzbekistan 
or more communicating between Uzbekistan and Japan, I hope that this wonderful 
Uzbek culture will spread in Japan.

Second, I will remark about marriage.
I think that Uzbek culture has good influence on Japanese view to marriage
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too. These days, more and more Japanese young people do not think that they 
want to marry. According to data by Statistics Bureau,31 the percentages of lifetime 
non-marriage reached 23.4 percent for males and 14.1 percent for female in 2015.

One of the reasons is that Japanese young people are becoming to feel 
comfortable for staying alone. W ith  progressing internet, people spend more time 
being alone and communication skill of young Japanese people is decreasing. They 
want to be alone instead of spending time with someone, and do not want to 
marry. It is said that

Also, birthrate is low, this is because, women start to work and expense of 
raising is high, it is difficult in Japanese companies to take days off.

That is the reason why a declining birthrate and an aging society have 
progressed. Because of that, Japan w orry about lacking of labor and collapsing of 
the current pension system.

On the other hand, the population in Uzbekistan is increasing and the 
growth rate is 1.6 %. (W orld Population Data Sheet, 2014) Even though ,in urban 
area like Tashkent, the birth rate is declining, but high percentage of population is 
still occupied by youth.32

I think that Uzbekistan and Japan have different value about marrying and 
family. It seems that it is natural for Uzbek people to marry. However, in Japan, 
more and more people do not want to marry. Also Uzbek people celebrate their 
marriage grandly, but less and less Japanese people hold wedding some of them 
want to spend money something else such as travelling or better furniture.

I think that Uzbek people have stronger bond with family than Japanese. 
According to a data33, one-person households occupied 34.6% of all household 
composition in 2015. Even though, they live apart from their family, it is not 
common to keep in touch with their family unlike Uzbek people. Japanese people 
tend to think much of their friends and co-workers.

Like these, in modern Japanese society, marriage and their family are not 
thought much of compared to the past. That connects to a declining birthrate and 
an aging society. I think that Japanese should think again about ideal family style by 
learning from Uzbek family.

Conclusion

31 See: Statistics Bureau, M inistry of Internal Affairs and Communications, ST A T IC A L  H A N D BO O K  OF JA P A N  
2017, file:///D:/2017all%20japan%20data.pdf (see: 26/11/2017)
32 See: Khamid Khudaybergenovich A BD U R A M A N O V , “ R EG IO N A L  C H A R A C T ER IST IC S  OF 
D EM O G R A PH IC  D EV ELO PM EN T  IN  T H E  R E P U B L IC  OF U Z B EK IS T A N ” , S E A  - Practical Application of 
Science Volume III,  2015, file:///D:/SEA_7_51%20.pdf
33 See: Statistics Bureau, M inistry of Internal Affairs and Communications, ST A T IC A L  H A N D BO O K  O F JA P A N  
2017, file:///D:/2017all%20japan%20data.pdf (se)e: 26/11/2017)

file:///D:/2017all%20japan%20data.pdf
file:///D:/SEA_7_51%20.pdf
file:///D:/2017all%20japan%20data.pdf


It is said that relationship between Uzbekistan and Japan is quite good and 
they have relations in economics, culture and business.

However, it seems that Japan more influence to Uzbekistan than Uzbekistan 
do to Japan in terms of O D A  or language education. Uzbekistan has wonderful 
cultures such as history, foods, handcrafts, variety of ethnics, hospitality, and so on. 
They definitely fascinate people all over the world including Japanese people.

I hope that as a trigger of tourism, more and more Japanese people know 
about Uzbekistan and Uzbek culture has a good influence on the current situation 
in Japan. Also, Japan should strengthen existence in Uzbekistan. Celebrating the 
25th anniversary of the relation, I hope that Uzbekistan and Japan more cooperate 
and best partners with each other in Asia.
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