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Annotation:Foreign direct investment (FDI) has become a decisive variable in the economic
trajectories of post-Soviet states. Yet the region’s performance is wildly uneven: Kazakhstan’s
Astana International Financial Centre channelled USD 3.1 billion in fresh capital in 2024, while
sanctions-stricken Belarus saw investor outflows and a technical default on external debt. This
article compares state-policy toolkits across seven post-Soviet economies, isolating the
measures that either catalyse or repel foreign capital. The analysis finds that transparent
incentive regimes, specialised investment hubs, and credible dispute-resolution mechanisms
correlate with higher FDI/GDP ratios and lower expropriation risk. Conversely, ad-hoc tax
breaks, opaque screening, and politicised courts deter long-term investors. Policy lessons are
distilled for governments seeking to balance national interests with global capital flows.
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Introduction

Three decades after independence, post-Soviet countries display a striking divergence in
their ability to court foreign investors. Between 2018 and 2024 Uzbekistan trebled net FDI
inflows—from USD 2.3 billion to more than USD 7 billion—after liberalising its currency
regime and cutting 500 licences and permits . In contrast, Belarus experienced a sustained fall
in green-field announcements following successive waves of Western sanctions and tighter
state control of the banking sector . Why do some states succeed while others stumble? This
article argues that state policy architecture—not geology or geography—explains most of the
variance.

Literature Backdrop

Classical location theories (Dunning’s OLI, Vernon’s product-cycle) emphasise
resource endowments and market size, implicitly assuming a neutral policy environment.
Contemporary scholarship, however, highlights policy-induced risk premia in emerging
markets. Javorcik (2020) shows that credible investor-state dispute settlement (ISDS) clauses
reduce the cost of capital by up to 200 basis points. Empirical work on the Commonwealth of
Independent States (CIS) finds that regulatory instability, rather than factor costs, drives the
region’s FDI volatility (Kheyfets & Chetverikova 2019). Yet a systematic comparison of
successes and failures across post-Soviet states remains scarce—a gap this study seeks to
narrow.
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Methodology and Data

Quantitative layer. Panel dataset (2014-2024) for seven countries—Estonia, Georgia,
Kazakhstan, Kyrgyzstan, Moldova, Uzbekistan, Belarus—combining UNCTAD FDI flows,
World Bank governance indicators, and Heritage Investment-Freedom scores.

Qualitative layer. Six case vignettes based on 42 semi-structured interviews with
investors, policymakers, and legal advisers (Feb—Apr 2025). Desk research uses national
Investment Climate Statements and press reports on landmark projects and disputes.

Fixed-effects regressions estimate the impact of policy variables (one-stop shop
presence, tax-treaty network depth, court-automation index) on the FDI/GDP ratio, controlling

for market size and commodity prices.

Policy Architectures: A Comparative Snapshot

2024

Country Flagship Policy FDL/GDP Outcome Key Risks
Astana  International Over-reliance  on
Kazakhstan Financial Centre 540, USD 3.1 bn raised via extractives in wider
(English law,|” " 7° AIFC platform in 2024
. economy
independent courts)
gl:a?s:lrlr;ent 2%):}1;{1;;6 26.6 bn USD deals at Execution gaps in
Uzbekistan e AL s o TIF  2024;  IPO|. o sap
sweeping licensing L judicial reform
pipeline launched
reform
“Open Door” regime Consistently ranks top
Georgia (no_sectoral caps, zero 7.8 % 10 n Ease of Doing Political polarisation
corporate tax on Business; tech
reinvested profits) investors expanding
e-Residency & Digital Highest per-capita FDI
Estonia ID enabling remote(10.2 % in CIS+Baltics; strong|[Tight labour market
company formation digital-service inflows
Frequent legal Collapse of flagship
revisions; 2021 o gold investment;|[Policy
Kyrgyzstan Kumtor mine 1.3% arbitration liabilities|[unpredictability
expropriation law mount
Belarus State-driven import|—0-6 % (net|Banking sanctions,|Political  risk, FX
substitution; escalating outflow) forced divestments, controls
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Country Flagship Policy %(;)2;4/ GDP Outcome Key Risks

sanctions technical default

Mechanisms of Success and Failure
Transparent Incentive Frameworks

In both Georgia and Uzbekistan, incentives are statute-based and time-bound, reducing
discretion. Regression coefficients show that a one-point rise in the Transparency Index is
associated with a 0.6 percentage-point increase in FDI/GDP (p <0.01).

Specialised Jurisdictions

AIFC’s use of English common law and independent judges ranks top among
interviewed investors for dispute predictability. Projects registered at AIFC report 25 % lower
legal-contingency provisions than comparable deals outside the jurisdiction.

Policy Consistency and Reputational Risk

Kyrgyzstan’s seizing of the Kumtor gold mine illustrates the cost of ad-hoc
expropriation: inward FDI dropped 40 % within two years, and the country faces USD 700
million in arbitration claims. Investors cite “regulatory whiplash” as the primary deterrent.

Sanctions and Geopolitical Alignments

Belarus underscores how external sanctions, when combined with opaque state-control
policies, can trigger capital flight. Green-field announcements fell to near zero in 2024, and
existing investors struggle to repatriate dividends.

Policy Lessons and Recommendations

Pillar Best Practice Common Pitfall Recommended Action
. . |I[Executive-order  tax||Codify incentives in
Legal Statutory - tax incentives breaks cancelled ex-|primary legislation with

Certainty (Georgia) post (Kyrgyzstan) sunset clauses

Ring-fence FDI disputes via
specialised chambers or
ICSID consent

Dispute Offshore common-law|Politicised ~domestic
Resolution ||courts (AIFC) courts (Belarus)

Integrate permit issuance,
customs, and municipal
clearances online

Investment |One-stop digital portals||Fragmented licensing
Promotion ||(Estonia’s e-Residency) (Moldova pre-2018)

Aftercare &J|Mandatory local-sourcing|Neglect of community|Make CSR  spend or
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Pillar Best Practice Common Pitfall Recommended Action
CSR roadmaps tied to tax perksjlengagement (legacy|supplier-development
(Uzbekistan auto cluster) |oil enclaves) targets a condition for
incentives
. . . Absence of local|Partner with MIGA,
Risk Public—private  guarantee||. . .
Insurance funds (Kazakhstan Damu) insurance market|[national DFIs to de-risk
(Tajikistan) SME:s in value chains

Conclusion

State policy remains the decisive lever for converting geopolitical location into
sustainable investment flows in the post-Soviet world. The evidence confirms that clarity,
consistency, and credibility matter more than headline tax rates. Countries that institutionalise
transparent rules, nurture specialised dispute-resolution venues, and avoid abrupt policy
reversals attract both larger and higher-quality FDI. By contrast, regimes marked by legal
unpredictability or international sanctions witness capital evaporation and reputational damage
that lingers for years. For policymakers, the imperative is to treat investment attraction not as a
one-off event but as a continuous governance commitment.
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