
International Multidisciplinary Research in Academic Science (IMRAS) 

Volume. 8, Issue 09, September (2025) 

96 
 
 

THE ROLE AND SIGNIFICANCE OF THE CONSTRUCTION SECTOR IN UZBEKISTAN’S 

ECONOMY AND THE APPLICATION OF INNOVATIONS 

 

https://doi.org/10.5281/zenodo.17237751  

  

Author: Shernazar Abdunazarov 

General Director, CEO of “Jamshid Build Claster” LLC 

 

Abstract: The construction sector occupies a central position in Uzbekistan’s economic 

and social transformation. Accounting for an estimated 6–7 percent of GDP and employing 

over one million workers, the sector serves as a cornerstone of both urban development 

and rural modernization. The construction industry’s significance extends beyond direct 

contributions to gross domestic product: it stimulates growth in manufacturing, transport, 

finance, and services, and serves as a barometer of economic dynamism. In recent years, 

Uzbekistan has pursued ambitious reforms under its “Uzbekistan 2030” Strategy, with the 

construction sector at the center of these efforts. This article analyzes the economic weight 

of construction in Uzbekistan, its socio-economic importance, and the innovations 

reshaping the industry. Topics include the role of housing and infrastructure in sustaining 

growth, the adoption of Building Information Modeling (BIM), energy-efficient materials, 

and digital tools such as drones and artificial intelligence. The article also evaluates 

structural challenges—workforce skills, financing, and regulatory frameworks—and 

provides policy recommendations. The findings suggest that the construction industry, if 

adequately modernized, could act as a multiplier for sustainable development and as a 

gateway for Uzbekistan’s integration into global economic systems. 
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INTRODUCTION 

The construction industry has historically been regarded as one of the principal 

engines of economic development across the world. In countries undergoing 

industrialization and rapid urban transformation, the sector functions not only as a 

producer of physical infrastructure but also as a catalyst for broader macroeconomic 

stability and growth. According to international comparative research, construction’s 

global contribution typically ranges between five and thirteen percent of GDP, depending 

on a country’s stage of development1. In Uzbekistan, the share has remained relatively 

stable at around six to seven percent of GDP for the last decade, with employment 

exceeding one million people annually—approximately eight percent of the national labor 

force2.Since independence in 1991, Uzbekistan has pursued reforms aimed at economic 

liberalization, industrial diversification, and social modernization. In this broader reform 

context, construction has consistently been viewed as a priority sector. Major policy 
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initiatives such as the Housing Development Program (2017–2021), the Affordable Rural 

Housing Initiative, and the Digital Uzbekistan 2030 strategy highlight the dual role of 

construction: meeting the nation’s urgent housing and infrastructure needs while also 

fostering innovation and sustainability. The construction industry has thus become a 

strategic nexus between industrial output, social welfare, and international 

competitiveness.The importance of construction in Uzbekistan is magnified by 

demographic and geographic realities. Uzbekistan is the most populous country in Central 

Asia, with a population exceeding thirty-six million in 2023 and projected to reach forty 

million by 20303. Urbanization is accelerating, with the urban population share moving 

above fifty percent. These dynamics create a persistent and growing demand for housing, 

transport, and social infrastructure. Official projections estimate a need for roughly two 

hundred thousand new housing units annually by 20304. Simultaneously, expanding trade 

corridors and foreign investment inflows necessitate large-scale industrial and transport 

infrastructure—from logistics hubs and highways to power stations and metro 

extensions.From an economic-theory standpoint, the construction sector has strong 

forward and backward linkages. It stimulates demand for raw materials (cement, steel, 

glass), encourages technological innovation (through digital modeling and energy 

efficiency), and generates long-term productivity gains in other industries (transportation, 

trade, tourism). This multiplier effect in Uzbekistan has been estimated at approximately 

1.8: each dollar invested in construction generates nearly two dollars in economic activity 

across related sectors5.Nevertheless, the sector faces structural challenges. The skills 

profile of the workforce remains uneven—only about one fifth of construction workers 

have formal vocational training6. Financing remains a barrier, especially for small and 

medium-sized enterprises, and regulatory bottlenecks can slow project approvals and limit 

the adoption of sustainable building codes. At the same time, innovations present 

opportunities: BIM has been piloted in major urban projects in Tashkent; renewable 

energy technologies are being integrated into public housing; and experimental use of 

drones and 3D printing reflects increasing openness to global trends. Comparative data 

reveal that while only around fifteen percent of Uzbek construction firms currently report 

using advanced digital tools, the global average stands at about forty-five percent7. This 

gap underscores both the challenge and the opportunity. 

Economic Contribution of the Construction Sector 

The construction sector is a core driver of Uzbekistan’s macroeconomic performance, 

both directly through its contribution to gross domestic product (GDP) and indirectly 

through multiplier effects on other industries. As of 2022, construction accounted for 

roughly 6.2 percent of GDP, positioning it as the fifth-largest sector after agriculture, 

industry, services, and trade2 Although this share may appear modest, the sector’s 

strategic importance lies in its interconnectedness with materials manufacturing, logistics, 

and finance. 
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According to official estimates, total construction output in 2022 approached US$6.5 

billion, with GDP around US$104 billion. Over the past decade, construction has 

contributed between six and seven percent annually while posting average growth near 

8.5 percent—outpacing agriculture and trade.Foreign direct investment (FDI) has 

supported this dynamism through large urban redevelopment projects in Tashkent, 

Samarkand, and Bukhara, often involving partners from South Korea, Turkey, and China. In 

2022 alone, construction attracted an estimated US$1.2 billion in FDI, or about twelve 

percent of total inward investment. 

Beyond GDP, construction is central to employment. More than 1.1 million people 

work in the sector, representing roughly eight percent of the labor force6. The sector 

provides opportunities for both skilled and unskilled labor and absorbs seasonal workers 

who might otherwise face unemployment. 

At the same time, the skills structure creates constraints: only about twenty percent 

of workers hold formal vocational or technical credentials, and productivity per worker 

lags OECD averages by a wide margin. Activity is geographically concentrated. Tashkent 

accounts for over one-third of national construction output, with secondary cities such as 

Samarkand, Bukhara, and Andijan contributing significantly, particularly through 

tourism-linked infrastructure. Rural regions remain dominated by housing initiatives under 

the Affordable Rural Housing Program, which has financed more than 150,000 units since 

20178. By sub-sector, construction is distributed across housing and residential projects 

(about 45 percent), infrastructure (roughly 35 percent), and industrial/commercial facilities 

(around 20 percent). This portfolio underscores construction’s centrality to the country’s 

broader industrialization agenda. 

The sector’s multiplier effect is a defining strength. Each dollar invested in 

construction generates nearly two dollars in the wider economy through backward 

linkages (cement, steel, bricks, glass, timber) and forward linkages (improved 

infrastructure that reduces costs and raises productivity)5. Uzbekistan’s cement 

production, for example, increased from approximately 7 million tons in 2010 to 14 million 

tons by 20229, while domestic steel and flat glass also posted double-digit growth, partly 

driven by regional export demand.In a regional perspective, Uzbekistan’s construction 

share of GDP compares favorably with Kazakhstan (about 5.5 percent) and Kyrgyzstan 

(around 4 percent), while Turkmenistan reports higher levels concentrated in state-led 

mega-projects. Uzbekistan’s more balanced pattern suggests a sustainable growth 

trajectory anchored in consistent urban and industrial demand. 
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Significance for Economic Development 

The significance of Uzbekistan’s construction sector extends beyond its direct 

contribution to GDP. It plays a transformative role in socio-economic development—

shaping housing availability, infrastructure expansion, regional equity, and long-term 

productivity. In short, construction acts as the foundation upon which economic 

modernization rests. 

Housing and Urbanization 

Uzbekistan’s population is young and growing. More than sixty percent is under the 

age of thirty-five. Combined with accelerating urbanization, this demographic structure 

creates enormous pressure on the housing market. Annual demand for new housing is 

estimated near 200,000–220,000 units by 20304. Between 2017 and 2022, publicly 

supported programs delivered roughly 150,000 affordable rural units8, yet urban demand 

remains unmet. Affordable, quality housing reduces social tensions, supports family 

stability, and enhances labor mobility. Economically, housing construction generates jobs, 

stimulates demand for materials, and creates collateral assets that deepen financial 

markets. 

Infrastructure and Productivity 

Modern infrastructure reduces transaction costs, integrates domestic markets, and 

connects Uzbekistan to regional trade corridors. The Tashkent–Andijan highway, for 

instance, is expected to cut travel time between the capital and the Fergana Valley by 

about forty percent upon completion. Energy infrastructure—new power plants and solar 

farms—addresses rising electricity demand essential for industrial growth. Social 

infrastructure investment since 2018 has added or rehabilitated more than one thousand 

schools and six hundred hospitals nationwide10. The long-term multiplier of infrastructure 

manifests in lower logistics costs, shorter commutes, and improved human capital. 

Regional Development and Equity 

Construction is one of the few industries that can directly redistribute investment 

geographically. Programs targeting Karakalpakstan, Khorezm, and Surkhandarya have 



International Multidisciplinary Research in Academic Science (IMRAS) 

Volume. 8, Issue 09, September (2025) 

100 
 
 

expanded housing and basic utilities, reducing internal migration pressures and improving 

living standards. By enhancing regional equity, such investments bolster social cohesion 

and national stability. 

Tourism and Cultural Heritage 

Uzbekistan’s cultural heritage in Samarkand, Bukhara, and Khiva underpins a growing 

tourism sector that contributes roughly five percent of GDP. Tourism-related 

construction—hotels, airports, conference centers—provides a dual benefit: preservation 

of heritage assets and sustainable economic activity through services exports. 

Linkages with Other Industries 

Backward linkages are visible in cement, steel, ceramics, and furniture production, all 

stimulated by construction demand. Forward linkages emerge as new roads and logistics 

hubs improve the competitiveness of agriculture and textiles. An Asian Development Bank 

assessment suggests that every job created in construction indirectly supports about 1.5 

jobs in related industries10. With approximately half a million new job seekers entering the 

labor market annually, this multiplier makes construction a strategic tool for employment 

policy. 

Innovations in Construction 

Innovation has emerged as one of the most pressing themes in Uzbekistan’s 

construction sector. While the industry has traditionally relied on labor-intensive, low-tech 

methods, recent years have seen a gradual shift toward digital tools, green building 

practices, and advanced techniques. These innovations are essential for addressing rising 

demand, sustainability requirements, and efficiency bottlenecks. 

Building Information Modeling (BIM) 

BIM enables multiple stakeholders to collaborate on a single digital model, reducing 

design errors, minimizing costs, and improving scheduling. In Uzbekistan, BIM has been 

piloted in high-rise residential developments and metro extensions in Tashkent. By 2023, 

roughly ten to twelve percent of large projects were using BIM11. In advanced economies, 

reported adoption exceeds seventy percent, underscoring Uzbekistan’s catch-up 

opportunity. 

Digital Tools and Automation 

Drones support surveying and site inspections, often cutting survey times by half and 

reducing safety risks. Artificial intelligence is being tested for design optimization, 

scheduling, and risk assessment—helping forecast material needs and reduce waste. 

Prefabrication and modular construction shorten on-site timelines, while 3D printing is 

being trialed for low-cost housing prototypes. Yet a 2022 survey suggests that only about 

fifteen percent of Uzbek construction companies use advanced digital technology, against 

a global average near forty-five percent7. 

Green Construction and Sustainability 

Energy-efficient housing, double-glazed windows, and insulation standards have 

expanded under new green codes adopted in 202112 
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. Renewable integration—particularly rooftop solar—in pilot public housing projects 

in Tashkent and Samarkand demonstrates feasibility. Water-saving systems and smart 

metering are also being introduced in new urban complexes. 

Financing and the Innovation Ecosystem 

Because most construction firms are SMEs, access to affordable credit is a recurring 

constraint. Targeted financing under the Digital Uzbekistan 2030 umbrella, along with IFC 

and ADB pilot projects, has begun to demonstrate the business case for BIM and 

energy-efficient materials. 

Comparative Perspective 

Neighboring and peer economies provide useful benchmarks: Kazakhstan has 

mandated BIM for certain public projects; Turkey’s prefabrication industry enables rapid 

housing delivery; and China is scaling commercial-grade modular and 3D-printed solutions. 

Uzbekistan’s reforms and demand profile suggest room for rapid catch-up if training, 

finance, and regulation align. 

 

 
Challenges and Policy Implications 
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Despite robust growth and promising pilots, the sector faces structural challenges 

that limit its full potential. The most salient barriers are skills shortages, financing 

constraints, outdated regulations, governance risks, and environmental pressures. 

Skills Shortages and Human Capital 

Only about one fifth of workers in construction possess formal vocational training6. 

This constrains productivity, raises error rates, and hinders adoption of advanced tools like 

BIM, 3D printing, and energy-efficient systems. Regional disparities in training 

infrastructure compound the challenge. 

Financing Constraints 

Most firms are SMEs with limited collateral and face high borrowing costs. Surveys 

indicate that nearly two-thirds of construction SMEs cite financing as their main obstacle 

to adopting new technologies. Major innovation projects such as BIM integration can 

require upfront investments far beyond the capacity of smaller firms. Targeted credit lines, 

guarantees, and public-private partnerships can unlock adoption. 

Outdated Regulatory Frameworks 

Building codes have improved, particularly with the 2021 green code revisions12, but 

approval processes remain slow and uneven across regions. Digitizing permitting and 

mandating modern standards for public projects would streamline compliance and 

accelerate diffusion of best practices. 

Governance and Corruption Risks 

Large infrastructure contracts are inherently vulnerable to non-transparent practices. 

Although anti-corruption reforms have progressed, public procurement remains a risk 

area, potentially raising costs and deterring foreign investors. 

Environmental Challenges 

Cement and steel are energy-intensive. Cement alone may account for around seven 

percent of national CO₂ emissions. Aligning the sector with climate goals requires 

incentives for low-carbon materials, stricter enforcement of energy standards, and pilots 

for carbon-efficient cements. 

Institutional Coordination 

Responsibilities are spread across multiple ministries and regional authorities. 

Establishing a National Innovation Center for Construction could consolidate expertise, 

pilot technologies, and support SMEs with training and advisory services. 

Policy Recommendations 

(1) Expand vocational and higher-education programs tailored to modern 

construction; (2) establish targeted financing mechanisms for innovation; (3) modernize 

and digitize codes and permitting; (4) strengthen procurement transparency; (5) promote 

sustainability with incentives and standards; (6) create a National Innovation Center for 

Construction to coordinate reforms. 
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CONCLUSION 

The construction sector in Uzbekistan is not simply another branch of the economy; it 

is the foundation upon which modernization, social development, and industrialization are 

being built. Accounting for around six to seven percent of GDP and employing more than a 

million people, the industry represents one of the country’s largest employers and most 

dynamic growth engines. Yet its importance cannot be measured by output figures alone. 

Construction shapes the very fabric of society—from the homes where families live to the 

schools where children learn and the hospitals where citizens receive care. 

Three themes emerge from this analysis. First, the economic contribution of 

construction is significant not only in its direct value-added but also in its multiplier effects. 

Every investment in housing or infrastructure generates demand across a wide network of 

industries—cement, steel, logistics, and finance—making construction a catalyst for 

industrial diversification and long-term productivity gains. 

Second, construction has profound socio-economic significance. It addresses 

urbanization and housing shortages, supports balanced regional development, and 

underpins the tourism economy by preserving cultural heritage while modernizing 
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facilities. These functions highlight construction as a tool for economic growth and for 

social cohesion and equity. 

Third, the sector is entering an innovation-driven era: BIM, drones, artificial 

intelligence, prefabrication, and green codes are moving from concept to practice. 

However, adoption levels remain far below global peers. Bridging this gap will be essential 

if the sector is to meet future demands for efficiency and sustainability. 

The challenges—skills shortages, financing gaps, outdated regulations, governance 

risks, and environmental pressures—are real but tractable. Policy priorities should include 

investment in vocational training and higher education; targeted financing for SMEs; 

digitalized, modernized codes and permitting; stronger procurement transparency; and 

sustained incentives for energy efficiency. A coordinated institutional approach—such as a 

National Innovation Center for Construction—could provide the leadership and expertise 

needed to drive transformation. 

Looking ahead, construction will play a decisive role in achieving the goals of 

Uzbekistan 2030. With the right policies and innovations, the sector can become a 

showcase for how Uzbekistan blends tradition with modernity, local needs with global 

standards, and economic growth with social development. In sum, the path is clear: invest 

in innovation, reform, and sustainability, and the construction sector will deliver not only 

buildings but the foundations of a more prosperous future. 
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