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FOREWORD

llhom Norkulov
First Deputy Minister of Economy and Finance of the Republic of Uzbekistan

On behalf of the Ministry of Economy and Finance of the Republic of Uzbekistan, | would like to
extend my sincere appreciation to all partners and experts who contributed to the preparation
of the report “Adoption of Al in the Private Sector in Uzbekistan: Drivers, Challenges,
Recommendations.” This publication was developed within the joint UNDP initiative
“Empowering the Youth to Embrace the Digital Economy and Digital Entrepreneurship.”

Uzbekistan has set an ambitious goal of becoming a regional leader in digital transformation
through the National Al Strategy 2030, which places responsible and inclusive Al development
at its core. While ongoing digital infrastructure improvements and regulatory reforms form
an essential foundation, the findings of this report highlight that long-term success will
rely on creating a predictable, dynamic, and supportive innovation environment — one that
enables Al entrepreneurs to confidently grow their ideas and contribute to national economic
development.

The digital economy continues to expand rapidly, with the ICT sector playing an increasingly
important role in GDP growth. The Digital Uzbekistan — 2030 Strategy has stimulated
major advancements in e-government services and technological modernization. Yet
several challenges remain, including digital literacy gaps in rural communities, evolving ICT
regulatory frameworks, and limited private-sector engagement — particularly among SMEs,
women entrepreneurs, and communities outside major urban centers.

Addressing these challenges will unlock new opportunities for inclusive economic growth.
A supportive ecosystem — strengthened through responsive governance and institutional
cooperation — will empower the private sector to innovate responsibly and compete
globally, ensuring that Al becomes a driver of sustainable development and international
competitiveness.

As Uzbekistan advances along its digital transformation journey, we remain committed to
fostering partnerships that build human capital, encourage innovation and expand economic
opportunity for all. By working together and maintaining a shared vision, we can ensure that
technological progress contributes meaningfully to the well-being and prosperity of every
community across the country.
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Akiko Fujii
Resident Representative, United Nations Development Programme in Uzbekistan

On behalf of UNDP in Uzbekistan, | would like to express our sincere gratitude to all
institutions and experts who contributed to this study on Al adoption in the private sector.
This research was carried out under the UNDP project “Empowering the Youth to Embrace
the Digital Economy and Digital Entrepreneurship.” We extend special thanks to the Ministry
of Economy and Finance, the Ministry of Digital Technologies, and the StratejAl team for
their invaluable guidance and expertise.

Artificial intelligence is reshaping economies and societies worldwide — impacting business
models, education, public services, agriculture, and healthcare. The UNCTAD Technology and
Innovation Report 2025 underscores Al's transformative potential while highlighting the risk
of widening inequalities if countries do not accelerate inclusive technological development.
To remain competitive in an Al-driven world, developing economies must rethink their
industrial policies and prioritize innovation, digital skills, and knowledge-intensive services.

Uzbekistan has already taken significant steps toward this direction, guided by the Digital
Uzbekistan 2030 Strategy and the National Strategy for the Development of Atrtificial
Intelligence Technologies until 2030. These frameworks demonstrate the country's
commitment to becoming a regional leader in responsible and inclusive Al.

This study provides valuable insights into both the opportunities and the practical challenges
faced by Uzbekistan's private sector in adopting Al solutions. We hope it will serve as an
important resource for policymakers, private enterprises, and all partners dedicated to
building an innovative and inclusive digital future for Uzbekistan.
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Advancing Al in the private sector: standards and ethics, privacy protection, entrepreneurial
environment and capacity building

1.1 BACKGROUND

Uzbekistan has set an ambitious goal to become a regional Al leader, anchored in the
Digital Uzbekistan 2030 Strategy and the National Strategy for the Development of
Artificial Intelligence Technologies until 2030 (Presidential Decree PQ-358) (“National Al
Strategy”). The strategy targets $1.5 billion in annual Al-driven products and services, 10%
of e-government services powered by Al, a top-50 position in Oxford Insights’ Government
Al Readiness Index, and the creation of 10 Al labs and 1,000 highly qualified Al specialists by
2030.

MSMEs are central to this vision: they represent around 92% of enterprises, employ roughly
three-quarters of the workforce, and generate over half of GDP. Yet, MSMEs face structural
constraints — limited access to capital, high compute costs, talent shortages, and regulatory
uncertainty — that prevent them from fully benefiting from Al.

Within the joint UNDP-MOoEF project “Empowering the Youth to Embrace the Digital Economy
and Digital Entrepreneurship”, this assignment aimed to foster responsible Al adoption in the
private sector — with a special focus on MSMEs — by delivering three interconnected outputs:
(1) a policy paper on Al standards, ethics and privacy in the private sector; (2) a framework and
draft concept for an Al regulatory sandbox; and (3) a tailored capacity-building programme
and public—private dialogue for policymakers.

1.2 METHODOLOGY

The policy paper was based on desk research that covered the National Al Strategy, the
Law on Personal Data (ZRU-547), emerging Al legislation, data-governance rules (including
localisation)andthe 2023 ResolutionNo.617 onregulatory sandboxes. Thiswas complemented
by both 14 semi-structured interviews with government institutions, regulators, universities,
venture funds, Al ecosystem organisations and startups, and a targeted survey, to capture
granular evidence on barriers and opportunities for Al adoption among MSMEs.

The sandbox work was grounded in the Datasphere Initiative’'s five-phase sandbox
methodology (initiation, planning, execution, communication & engagement, evaluation),
enriched with comparative case studies from the EU, Singapore, UAE and others.

Finally, a three-day, in-person training and a structured Public—Private Dialogue were
designed and delivered for a group of key public officials. The programme blended keynotes,
hands-on labs, maturity-assessment exercises, sandbox design workshops and a roundtable
with Al entrepreneurs.

1.3 POLICY PAPER ON Al ADOPTION IN THE PRIVATE SECTOR

The main body of this paper "Adoption of Al in the private sector in Uzbekistan: drivers,
challenges, solutions” provides the analytical backbone of the project. It benchmarks
Uzbekistan internationally, maps the domestic Al ecosystem, and diagnoses four core groups
of barriers faced by MSMEs, before proposing stakeholder-specific recommendations.
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Uzbekistan has rapidly improved its Al readiness: in GARI 2024 it scored 53.45, ranking
70th globally and 3rd in South and Central Asia — first among Central Asian states —
reflecting strong strategic direction but also gaps in infrastructure, data governance and
implementation capacity.

The paper focus on the Al adoption in the private sector and maps three main stakeholder
groups:

® Market participants — a dynamic mix of over 60 Al-related startups and adopters across
agritech (e.g. Fermerly, Growz), fintech (Uzum, AKS Labs), healthtech (Sino Al, AlScan),
logistics (DataTruck, TASS Vision) and public digital services (Uzinfocom, Lex.uz chatbot).

B Market facilitators — IT Park and IT Park University, academic institutions such as INHA
and AIRI, community networks like AICA, and emerging finance actors including UzVC
and youth-focused funds.

® Market regulators — primarily the Ministry of Digital Technologies, the Center for the
Development of Al and the Digital Economy, the National Statistics Committee (as open
data custodian), and sectoral regulators in finance, health, customs and others.

1.4 FOUR CORE BARRIER GROUPS FOR MSMES’ Al ADOPTION
Financial barriers
mVC volumes in 2024 remain modest compared to regional peers.

® Qutdated company and investment law (e.g. lack of legal recognition for instruments
such as SAFEs and convertible notes) and collateral-based bank lending are poorly
suited to high-risk, intangible-asset-driven Al ventures.

Infrastructural & technical barriers

®mHigh costs of compute and reliance on foreign cloud providers; delayed rollout of
national HPC and cloud infrastructure.

W Scarcity of Uzbek-language corpora and labelled datasets; limited access to foundation
models and safe testing environments.

M Data-localisation requirements that raise costs and complicate cross-border data flows.
Human capital & skill gaps

B Shortage of advanced Al specialists and limited Al-specific degree programmes;
employers often retrain juniors for months before they become productive.

Hlow Al literacy among business leaders, limiting demand, and a mismatch between
academic curricula and market needs.

Data governance & Al regulatory barriers

M Compliance overhead from mandatory database registration and localisation; no
comprehensive framework for B2B/B2G/G2B data sharing.

W Al regulation still in formation: draft Al law and Al Strategy principles exist, but there are
no codified risk-based tiers, assurance tools or post-market monitoring processes.

M Existing regulatory sandbox design is broad and not tailored to Al-specific issues like
data access, algorithmic accountability or model evaluation.

10
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1.5 KEY RECOMMENDATIONS AND GOVERNANCE ROADMAP

The paper proposes a sequenced, proportionate approach that differentiates the roles of
market regulators, facilitators and participants.

For market regulators

B Adopt a phased, risk based Al framework aligned with global practice, starting with sectoral
decrees and soft law guidance before a comprehensive Al law.

M Introduce Al and data maturity assessment frameworks for key agencies
® Develop Al specific procurement guidance

M Streamline privacy rules while strengthening structured datasharing and opendata
governance (national Al data catalogue, trusted intermediaries)

M Leverage sandboxes to support Al adoption across Uzbekistan’s priority sectors
For market facilitators

® Expand applied Al education and fellowships, especially beyond Tashkent

m Diversify funding and investment instruments

M strengthen support to Al community networks
For market participants

M Accelerate Al experimentation among startups, MSMES and industry

W Establish mechanisms for safe data-sharing

M Actively contribute to policy consultations and standard-setting.

M Together, these measures create the enabling environment in which Al sandboxes and
capacity-building can be effectively deployed.

1.6 Al REGULATORY SANDBOX FRAMEWORK

The reportin Annex llI, “Exploring the use of Al Sandboxes in Uzbekistan” translates this paper’s
governance vision into a practical instrument for experimentation and regulatory learning.

Global lessons and local starting point

The guide reviews a fast-growing global landscape of 66 data and Al sandboxes across
44 countries, highlighting diverse models such as the UAE TradeTech regulatory sandbox,
Singapore’s Privacy-Enhancing Technologies sandbox and Generative Al Evaluation Sandbox,
and EU Al Act sandboxes in Spain and the Netherlands. These examples show how sandboxes
can de-risk innovation, support cross-regulator coordination, and inform future law-making.

Uzbekistan already has multiple sandbox-style initiatives — in blockchain and crypto-assets,
capital markets, digital technologies (IT Park), and a broad cross-sector sandbox under
Resolution No. 617 — but none are designed specifically for Al. Stakeholders emphasised that
an Al-specific sandbox is needed to tackle issues such as data access, model validation and
algorithmic accountability, and to make the sandbox relevant for MSMEs.

Proposed objectives and use cases
The framework proposes that an Al sandbox in Uzbekistan should:

M Support responsible Al development and attract investment by offering MSMEs secure
access to infrastructure, data and regulatory guidance.

11
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M Serve as a structured mechanism for regulatory learning — testing how emerging Al
technologies interact with data protection, sectoral rules and future Al legislation.

M Explore privacy and data-protection impacts (e.g. through privacy-enhancing technologies)
and clarify multi-agency governance roles, especially across data protection, sectoral
regulators and the future Al Center.

®Provide both regulatory and operational functions: combining tailored regulatory
flexibilities with shared technical resources (e.g. test datasets, cloud environments,
evaluation tools).

The guide identifies high-potential sandbox areas aligned with the National Al Strategy and
MSMEs' needs, notably:

W health (diagnostics, digital health and medical devices),
® finance and banking (Al credit scoring, fraud detection, regtech),
M energy (smart grids, demand forecasting)
Guidelines for sandbox initiation
Focusing ontheinitiation phase, where Uzbekistan currently stands, the document recommends:

® Carefully defining the sandbox problem and objectives (e.g. compliance testing vs.
infrastructure access vs. privacy experimentation) and setting clear KPIs (innovation
uptake, time-to-policy-change, compliance outcomes, learning).

M Assessing the suitability and organisational readiness of lead institutions (notably MDT
and MoEF) and aligning with existing laws and strategies.

M Establishing governance and stakeholder structures (Sandbox coordination mechanism,
multi-regulator oversight, roles for IT Park, AIRI, academia, MSMEs and civil society).

B Designing transparent eligibility criteria that prioritise MSMEs, high-impact use cases and
projects that can generate widely applicable lessons.

In doing so, the sandbox framework directly operationalises several recommendations of the
policy paper and provides a concrete vehicle to test future Al regulatory options before they
are codified.

1.7 KEY CONCLUSIONS
Taken together, the project suggests four strategic priorities for the next phase:

M Operationalise a risk-based Al governance framework — using sandbox pilots and
policy-paper recommendations to inform a measured Al law, sectoral guidance and
practical assurance tools.

H Strengthen institutional readiness and procurement - rolling out Al and data maturity
assessments across key regulators and embedding Al-sensitive criteria into public
procurement to create demand for trustworthy Al solutions.

B Continue to invest in Al infrastructure and data ecosystems to ensure affordable
access — establishing affordable compute access, an Al-ready national data catalogue and
proportionate data-governance rules that protect rights while enabling innovation.

mExpand applied Al education and private public sector dialogue — making Al
training, community events and private public dialogue a regular feature of Uzbekistan's
digital-transformation agenda, with explicit attention to youth and MSME inclusion.

12
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2 | INTRODUCTION: UZBEKISTAN'S Al
VISION & ENTREPRENEURIAL DRIVE

2.1 NATIONAL STRATEGY AND AMBITION

Around the world, nations are racing to harness Al and digital technologies, and Uzbekistan
is setting its sights on becoming a Central Asian Al leader and IT hub.” The country stands
at the threshold of a technological transformation that promises to redefine its economy,
governance, and society for the digital age. At the heart of this transformation lies the Digital
Uzbekistan 2030 strategy adopted by the Presidential Decree No. UP-6079 as of October
05, 2020 ("Digital Uzbekistan 2030 Strategy”).2 The document is a blueprint for building a
dynamic, inclusive, and globally competitive digital economy in Uzbekistan.

This vision aims to unlock human potential, fuel entrepreneurship, and position Uzbekistan
as a regional leader in technological innovation. By investing in cutting-edge infrastructure,
universal digital literacy, and modernized public services, the country is laying the foundations
for rapid advances in emerging fields such as Al. These efforts promise both to improve
everyday life for citizens and businesses and to propel Uzbekistan onto the world stage as a
hub of innovation and sustainable growth.

Uzbekistan has made Al a central pillar of its digital and economic agenda through the
National Strategy for the Development of Artificial Intelligence Technologies until 2030
approved by Presidential Decree PQ-358 in October 2024.2 The strategy positions Al as a
catalyst for economic diversification, innovation, and global competitiveness, ensuring that
the benefits of digital transformation extend to businesses of all sizes — from large to micro,
small, and medium-sized enterprises.

The National Al Strategy sets ambitious national targets for 2030, reflecting the government's
determination to build a globally competitive Al ecosystem:

M Increasing the annual volume of Al-driven products and services to $1.5 billion.
M Raising the share of Al-based public services in e-government to 10% of all services.

M Positioning Uzbekistan among the top 50 countries in the Government Al Readiness
Index.

W Establishing 10 advanced Al research laboratories and training 1,000 highly qualified
specialists in Al and related disciplines.*

The Strategy also defines the priority areas for the introduction of Al technologies:

M /n the banking and financial sector. preventing fraud, assessing users’ creditworthiness,
forecasting market trends;

' Grau G, 'Harnessing Al for development: Uzbekistan's progress towards becoming a regional IT hub’
(OxfordInsights, Deceber 06, 2024), < https://oxfordinsights.com/insights/harnessing-ai-for-development-
uzbekistans-progress-towards-becoming-a-regional-it-hub>.

2 Decree of the President of the Republic of Uzbekistan No. UP-6079 as of October 5, 2020 “On approval of
Strategy 'Digital Uzbekistan — 2030" and measures for its effective realization” (Digital Uzbekistan 2030
Strategy).

3 Decree of the President of the Republic of Uzbekistan No. PQ-358 of October 14, 2024, ‘On Approval of the
Strategy for the Development of Artificial Intelligence Technologies until 2030 (The National Al Strategy).

4 The National Al Strategy, section 1.
13
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M /n the tax and customs sectors: reducing the share of the shadow economy, forecasting
suspicious customs operations, and managing risks;

M /n the healthcare sector: diagnosing diseases, determining treatment methods, analyzing
medical images, and managing patient-related data;

M /n the agriculture sector. forecasting productivity, managing agricultural resources,
monitoring the processes of growing crops, poultry, fish, and livestock;

M /n the energy sector. managing energy resources, optimizing energy production and
distribution, developing the use of renewable energy sources and forecasting demand
for them.®

Achieving the ambitious goals specified in the National Al Strategy will require more than
infrastructure and government action alone — it will depend on the capacities and drive
of Uzbekistan’s entrepreneurs and MSMEs. They can translate national Al investments into
practical solutions that create value across the key sectors defined above, from agriculture
and healthcare to finance and taxation. By empowering MSMEs to adopt and develop Al,
Uzbekistan can ensure that its digital transformation is inclusive, sustainable, and innovation-
driven, generating new jobs and competitive industries. The next section explores how
entrepreneurship serves as the engine of this transformation and why fostering a dynamic,
Al-enabled private sector is essential to realising the national vision.

2.2 THE ENTREPRENEURSHIP IMPERATIVE

The vision of Uzbekistan for a globally competitive Al economy cannot be achieved by
government initiatives alone. While national strategies such as Digital Uzbekistan 2030
and the National Al Strategy 2030 provide the infrastructure, data frameworks, and policy
environment, it is entrepreneurship that will ultimately drive innovation, commercialize
technologies, and generate inclusive economic growth. Entrepreneurs — particularly those
leading MSMEs — play a critical role in translating Al investments into real-world products,
services, and business models that improve lives and strengthen industries.

MSMEs form the backbone of Uzbekistan's economy, accounting for approximately 92% of
all enterprises and employing around 75% of the workforce.® They also generate over 50%
of GDP — for example, in 2024, small businesses alone contributed 53.8% of GDP in the first
three quarters.” Moreover, small and medium-sized enterprises are highly prevalent across
key sectors: for instance, in 2022, 97.2% of agricultural enterprises were classified as SMEs,
and 74.9% of construction firms likewise fell under the SME category.®

Alongside the formative role of MSMEs in Uzbekistan's economy, the country is rapidly
establishing itself as the fastest-rising startup hub in Central Asia.® The speed of this
transformation is remarkable: early-stage funding, which amounted to a mere $0.3 million

> The National Al Strategy, section 3.

® Internation Finance Corporation (IFC), 'IFC Supports Smaller Businesses and Women Entrepreneurs in
Uzbekistan”, (IFC, October 3, 2024), <https://www.ifc.org/en/pressroom/2024/ifc-supports-smaller-
businesses-and-women-entrepreneurs-in-uzbekistan> .

7 Statistics Agency under the President of the Republic of Uzbekistan, ‘Key Indicators of Small Business Entities
in the Republic of Uzbekistan, January-September 2024, < https://stat.uz/img/ishbilarmonlikdan-eng-mb-
press-reliz>.

8 OECD, “Insights on the Business Climate in Uzbekistan” (OECD, 2023), < https://www.oecd.org/content/dam/
oecd/en/publications/reports/2023/05/insights-on-the-business-climate-in-uzbekistan>.

9 Startup Genome, 'Uzbekistan: Central Asia’s Fastest-Rising Startup Ecosystem’, < https://startupgenome.com/
report/gser2025/uzbekistan-central-asias-fastest-rising-startup-ecosystem>.

14
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in 2020, surged to $69.5 million by 2024 — a more than 230-fold increase (Figure 1)."° An
important driver of this leap has been the rise of Uzum, Uzbekistan’s first fintech unicorn,
which secured $52 million in Series A financing in 2024, achieving a valuation of approximately
$1.16 billion.” This milestone signaled the maturity of the country’s venture landscape and
propelled the ecosystem'’s total value from under $1 million in the Global Startup Ecosystem
Report 20212 to over $1.2 billion in the 2025 edition — a jump that underscores Uzbekistan's
emergence as a regional innovation leader.™

Figure 1. Uzbekistan early-stage funding growth. Startup Genome
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While MSMEs are already the cornerstone of Uzbekistan's economy today, their role becomes
even more critical in the transition to an Al-empowered economy. Their agility, customer
focus, and deep understanding of local markets allow them to identify niche opportunities
for Al applications across the key sectors of Al development as outlined in the National Al
Strategy.

In agriculture, several Uzbek startups and initiatives are beginning to demonstrate this
potential. For example, Fermerly is marketed as Uzbekistan's first Al-powered agro assistant
for small and midsize farmers, offering recommendations on inputs, pest management, and
crop planning.” Meanwhile, Growz has emerged as a data-driven farming platform that
integrates Al diagnostics for plant diseases and pests, agronomic advice, and a marketplace
foragriculturalinputs.’® The AgriTech4Uzbekistan Innovation Challenge has also supported

10 |bid.

™ Uzum, ‘Uzum Becomes First Tech Unicorn in Uzbekistan after Raising over $100 mIn in Funding’ (Uzum Press Centre,
18 January 2024) https://uzum.com/en/press-center/news-and-press-releases/uzum-becomes-first-tech-unicorn-in-
uzbekistan-after-raising-over-100-min-in-funding.

12 Startup Genome, Global Startup Ecosystem Report 2021 (Startup Genome 2021) https://startupgenome.com/report
gser2021

13 Startup Genome, Global Startup Ecosystem Report 2025 (Startup Genome 2025) https://startupgenome.com/report

gser2025
4 Startup Genome (n 9).

> Fermerly, < https://fermerly.uz/en>.

16 StarTup Base, Powered by IT Park, ‘IT Park Uzbekistan at Eco Expo Central Asia 2025’ (StarTup Base, June 25, 2025), <
https://startupbase.uz/en/news/it-park-uzbekistan-at-eco-expo-central-asia-2025>.
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dozens of agritech startups to pilot Al and precision farming solutions in collaboration with
the government and international partners.’”

In banking and finance, Al-driven innovation is rapidly gaining momentum. Previously
mentioned Uzum, Uzbekistan’s first tech unicorn, has expanded beyond e-commerce
into fintech and digital payments, embedding Al-powered personalization and credit-risk
analytics to better serve its growing customer base. This strategy has positioned Uzum as a
key player in the country’s digital financial ecosystem, culminating in a $70 million funding
round in 2025 to scale its services and infrastructure even further.”® A promising player in
Uzbekistan's fintech space is AKS Labs, which focuses on intelligent credit scoring and risk
assessment tools tailored for microfinance and smaller lenders. In a recent collaboration,
FlexSoft and AKS Labs announced joint efforts to deploy Al-powered scoring models to
improve loan decision-making for underserved borrowers, enabling more accurate risk
profiling in previously opaque segments of the market."

In the healthcare sector, Al-driven startups are emerging as powerful innovators addressing
gaps in access, diagnostics, and clinical efficiency. Sino Al has developed an Al-powered
digital medical assistant, available via Telegram bot and mobile app, that supports triage and
clinical decision-making, helping to reduce medical errors and extend healthcare services to
underserved communities.?® AlScan focuses on Al-enhanced radiological diagnostics, using
machine-learning algorithms to analyze CT and MRI scans of the head and neck, automatically
detecting anomalies and prioritizing urgent cases for radiologists — a vital tool for regions
with shortages of specialized doctors.?’ Meanwhile, Unitlab applies machine learning to
tackle diverse local challenges, including the development of predictive and diagnostic tools
that improve healthcare delivery and optimize resource use.?

In the transport and logistics sector, Al is beginning to play a pivotal role in optimizing
operations and improving mobility. TASS VISION, a local startup, specializes in computer
vision technologies originally designed for retail analytics and tracking, which are now being
adapted for logistics applications such as delivery route optimization, real-time shipment
tracking, and warehouse automation.?? Another notable example in the transport & logistics
space is DataTruck (Fintruck) — a Uzbek freight-tech SaaS startup that uses Al to automate
operational and financial processes in logistics. It has developed a system called TruckGPT,
which the company claims can automate up to 60% of manual tasks, thereby improving
efficiency for freight operators.?*

7 AgriTech4Uzbekistan, ‘AgriTech4Uzbekistan Innovation Challenge 2023, (AgriTech4Uzbekistan, 2023), < https:
agritechchallenge.org/projects/agritech4uzbekistan>.
'8 FinTech Global, ‘Uzbekistan’s FinTech super-app Uzum lands $70m funding’, (FinTdch Global, August 05, 2025), < https://
fintech.global/2025/08/05/uzbekistans-fintech-super-app-uzum-lands-70m-funding>.

19 Sobirova G., ‘FlexSoft and AKS LabSJom forces to drive Al-powered transformatlon of Uzbeklstan s microfinance sector
(Pivot.uz, July 21, 2025), < https:
uzbekistans-microfinance-sector>.

20 pivot, 'How Al startup Sino Al helps avoid mlstakes in treatment and makes healthcare acce55|ble for everyone’ (Pivot.
uz (Startups), September 18, 2025), < https:
makes-healthcare-accessible-for-everyone>. See aIso the Web5|te of SlnoAI ttps ((smoal io.

21 Sobirova G., 'AISCAN: Revolutionizing Healthcare with Al Precision’ (Pivot.uz (Startups), December 14, 2024), < https://
pivot.uz/aiscan-revolutionizing-healthcare-with-ai-precision>.

22 Barotov H., ‘Unitlab Al secures $400K for growth from IT Park and Aloga Ventures' (Unitlab Blog, March 19, 2025), <
https://blog.unitlab.ai/unitlab-ai-secures-400k-for-growth-from-it-park-and-aloga-ventures>.

23 Guedez G, 'Web Summit Spotlight comes to Tashkent: Meet the Uzbek startups shaping the future’ (WebSummit,
September 25, 2025), < https://websummit.com/blog/news/web-summit-spotlight-comes-to-tashkent-meet-the-
uzbek-startups-shaping-the-future>.

2T Park Uzbekistan, ‘IT Park Ventures The First Venture Investments in Uzbeklstan S Startups (IT Park Uzbekistan), <




2| INTRODUCTION: UZBEKISTAN'S Al VISION & ENTREPRENEURIAL DRIVE

In the area of taxation, customs, and public governance, Al is beginning to play an
important role in enhancing regulatory efficiency and improving compliance. A notable
example is the Lex.uz chatbot, which provides citizens with easy access to legal and
administrative information, helping them navigate complex regulations and procedures
while reducing bureaucratic burdens. In parallel, a semi-automated customs system is being
developed to streamline border management, improve trade facilitation, and combat illicit
activities by leveraging Al-driven analytics and monitoring tools.?®

These examples show that Uzbekistan's Al ecosystem is evolving, with MSMEs and startups
already contributing practical, innovative solutions across the priority sectors identified in the
National Al Strategy 2030. These ventures are showing how Al can deliver tangible economic
and social impact other than boosting productivity and service quality. By leveraging their
agility and local expertise, MSMEs will be instrumental in achieving the National Al Strategy
targets, including the goal of reaching $1.5 billion in Al-driven products and services annually.

Taken together, the described developments illustrate both the promise and the paradox
of Uzbekistan's Al transition. On one hand, MSMEs are already pioneering Al-driven
solutions across agriculture, finance, healthcare, logistics, and governance, showing how
new technologies can create significant economic value. On the other hand, the very
enterprises that are most vital to this transformation continue to face structural barriers to
adoption, including limited access to capital, talent shortages, weak digital infrastructure,
and fragmented regulatory support. This tension highlights the need for a deliberate policy
response: one that not only sustains the momentum of early successes like Uzum, but also
ensures that the broader base of MSMEs can participate meaningfully in — and benefit from
- the digital economy.

2.3 OBJECTIVES OF THIS PAPER

The overarching objective of this paper is to bridge the gap between national ambition
and practical implementation in Uzbekistan's journey toward Al adoption. While flagship
strategies such as Digital Uzbekistan 2030 and the National Al Strategy 2030 articulate a
bold vision for Al as a driver of competitiveness, productivity, and governance reform, the
reality on the ground shows that MSMEs — the backbone of the national economy — face
significant barriers to adopting and scaling Al. This document identifies those barriers and
provides evidence-based, actionable solutions tailored to the realities of small and medium-
sized enterprises.

Methodologically, the policy paper combines international benchmarking, ecosystem
mapping, and stakeholder interviews to ensure recommendations are firmly anchored in
both global best practices and local market realities. This triangulation gives the report
credibility and practical relevance: each recommendation directly corresponds to a barrier
identified in the Uzbek ecosystem while drawing on lessons from other jurisdictions.

By articulating clear, evidence-based recommendations for regulators, facilitators, and
market participants, the report aims to provide Uzbekistan with a roadmap for becoming a
regional leader in responsible, innovation-friendly Al governance. The ultimate objective is
not only to advance Al adoption, but to do so in a way that builds trust, accountability, and
inclusivity while unlocking economic and social value across the private sector.

% Grau G., 'Harnessing Al for development: Uzbekistan's progress towards becoming a regional IT hub’ (OxfordInsights,
Deceber 06, 2024), < https://oxfordinsights.com/insights/harnessing-ai-for-development-uzbekistans-progress-
towards-becoming-a-regional-it-hub>.
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2.4 STRUCTURE OF THIS POLICY PAPER

This document is organized into five chapters and Annex Il that together provide a logical
progression from Uzbekistan's Al vision to the identification of barriers and the development
of actionable solutions. Each chapter serves a distinct role, and together they form a coherent
narrative for policymakers, ecosystem facilitators, and private-sector stakeholders.

Chapter 2. Introduction: Uzbekistan’s Al vision & entrepreneurial drive. This opening
chapter establishes the strategic context for Al development in Uzbekistan. It highlights the
ambitions set out in Digital Uzbekistan 2030 and the National Al Strategy 2030, emphasizing
the role of entrepreneurship and innovation as engines of growth. It explains why MSMEs
are at the center of this agenda, being the most dynamic yet also the most vulnerable part
of the economy. By outlining the report’s objectives and methodology, the chapter frames
the analysis that follows and clarifies how the findings are anchored in both international
benchmarking and local stakeholder perspectives.

Chapter 3. Uzbekistan’s Al ecosystem: international positioning & demand. This chapter
situates Uzbekistan's Al development in a comparative international context, drawing on
leading global indices and case studies. It provides a detailed mapping of the domestic
ecosystem across three stakeholder groups: market participants, market facilitators,
and regulators. The chapter also reviews data availability and governance arrangements,
offering a baseline picture of the “inputs” available to Al development. Crucially, it examines
demand signals for Al adoption in the private sector expressed through the stakeholder’s
consultations.

Chapter 4. Mapping the domestic private sector’s Al ecosystem. Provides a comprehensive
mapping of Uzbekistan’s Al landscape through a tripartite framework of market participants,
market facilitators, and market regulators. It profiles the diverse actors driving Al adoption. It
also assesses the data access and privacy governance regime, reviews the existing regulatory
sandbox framework under Resolution No. 617, and synthesizes demand signals gathered
through 14 semi-structured stakeholder consultations, providing a granular baseline of
progress, barriers, and readiness across the ecosystem.

Chapter 5. The core barriers to MSMEs’ Al adoption. Acting as the diagnostic core of
the report, this chapter identifies and analyzes the main obstacles preventing companies
from adopting Al. The barriers are grouped into four categories: access to finance, technical
infrastructure, human capital, and governance. Drawing extensively on stakeholder interviews,
the chapter illustrates how these barriers manifest in practice — from costly compute access
and data localization rules to rigid procurement and lack of assurance tools. The chapter
provides the evidence base on which later recommendations are built.

Chapter 6. Solutions & recommendations on Al governance. Building directly on the
diagnostic work in Chapter 5, this chapter translates barriers into actionable solutions
tailored to different stakeholder groups. Recommendations are grouped under three
subsections: market regulators, who shape the legal and policy framework; facilitators, who
provide infrastructure, capital, and skills; and market participants, who develop and apply
Al solutions. Each recommendation is framed not as an abstract principle but as a practical
implementation pathway, supported by action points. By making explicit links to barriers from
Chapter 5, this chapter ensures that proposed reforms are directly relevant to Uzbekistan's
most pressing challenges.

Chapter 7. Roadmap & implementation plan. The final chapter looks ahead to
implementation. It organizes the recommendations from Chapter 6 into asequenced roadmap,
distinguishing between short-term, medium-term, and long-term measures. It identifies
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priority actions that can deliver quick wins for MSMEs while also laying the groundwork for
systemic reforms. The chapter proposes monitoring indicators (KPIs) to measure progress
and suggests governance arrangements for coordination among ministries, agencies, and
private-sector actors. By concluding with a vision for an inclusive, innovation-friendly Al
ecosystem, it reinforces the central message that Uzbekistan can position itself as a regional
leader in responsible Al adoption.

Annex lll. provides context and details on the potential of Al sandboxes for Uzbekistan.
Based on desk research, interviews and surveys with local stakeholders, the annex provides
an overview of:

B Global Al sandbox experiences gathered by the Datasphere Initiative’s leading research
on sandboxes worldwide, with learnings for Uzbekistan,

M An overview of current sandbox experiences in Uzbekistan and an analysis of the
opportunities and sectors where Al sandboxes could be tested, including operational
mechanisms, eligibility criteria and compliance pathways

W Practical and general guidance for the initiation of Al sandboxes that could be used by
the Government of Uzbekistan, particularly the MoEF and MDT, as well as any related or
subordinate organization that plans to develop an Al sandbox.

19



ADOPTION OF Al IN THE PRIVATE SECTOR IN UZBEKISTAN DRIVERS, CHALLENGES, RECOMMENDATIONS

3 | UZBEKISTAN'S Al ECOSYSTEM:
INTERNATIONAL POSITIONING & DEMAND

3.1 INTERNATIONAL BENCHMARKING

Countries worldwide are striving to assess how prepared they are to harness its potential.
Measuring Al readinessis critical for shaping effective national strategies and for benchmarking
progress against international peers and identifying specific gaps that demand targeted
policy and investment interventions.

To meet this need, a growing set of global indices and diagnostic frameworks has emerged,
evaluating Al ecosystems across key dimensions such as governance, infrastructure, talent
development, innovation, and market activity. Three of these benchmarks are particularly
relevant to Uzbekistan's ambitions: the Oxford Insights Government Al Readiness Index
(GAIR),2® the UNDP Atrtificial Intelligence Landscape Assessment (AILA),?” and the Stanford
HAI Al Index.?® Each index offers a unique perspective, focusing on different aspects of Al
readiness and innovation.

This section introduces each of these indices, explaining their scope and relevance to
Uzbekistan’s positioning in the global Al landscape. This overview will then be followed by
a detailed analysis of Uzbekistan's strengths and weaknesses in Al preparedness through
the lens of these frameworks, culminating in a comprehensive summary of findings and
implications for the country’s path toward becoming a top-tier Al-ready nation.

3.2 OVERVIEW OF THE GAIR, AILA, AND THE STANFORD HAI Al INDEXES
Oxford Insights — Government Al Readiness Index (GAIR)

The GAIR Index is one of the most widely used global benchmarks for assessing how well
governments are prepared to adopt and scale Al across public services. It evaluates 188
countries using 39 indicators, grouped into three key pillars:

B Government capacity — the presence of national strategies, leadership, and institutional
readiness to deploy Al.

W Technology and infrastructure — the availability of digital foundations such as internet
penetration, cloud computing, and open-source software.

W Data governance — the quality, availability, and ethical management of data resources.

For Uzbekistan, the GAIR Index is especially significant as it directly reflects progress under
the Digital Uzbekistan 2030 program and e-government transformation initiatives. Moreover,
it serves as the official benchmark tied to Uzbekistan’s national goal of ranking among the
Top 50 countries globally by 2030. This makes GAIR a vital reference point for policymakers
and stakeholders tracking the country’s advancement in Al readiness.

% Oxford Insights, Government Al Readiness Index 2024 (Malvern: Oxford Insights, 2024). Retrieved from https://
oxfordinsights.com/ai-readiness/
27 UNDP, Artificial Intelligence Landscape Assessment (AILA) (UNDP, ongoing). Retrieved from https://www.undp.org/
digital/aila
%8 Nestor Maslej et al., The Al Index 2025 Annual Report (Al Index Steering Committee, Institute for Human-Centered
Artificial Intelligence, Stanford University, April 2025) https://hai.stanford.edu/ai-index/2025-ai-index-report.
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UNDP - Artificial Intelligence Landscape Assessment (AILA)

The AILA framework, developed by the United Nations Development Programme (UNDP)
and designed for national governments, offers a holistic diagnostic tool for evaluating Al
readiness and to assist countries in responsibly and effectively harnessing the potential of
Al AILA focuses on three foundational pillars:

B Government as an enabler of Al
B Government as a user of Al
M Ethical Al

AILA aligns with the key pillars of UNDP’s Digital Transformation Framework,*® a blueprint for
countries embarking on their digital transformation journey, focused on people, connectivity,
government, economy and regulations. Whether governments are just beginning to adopt
Al or are seeking to refine existing strategies, AILA empowers policymakers to make
informed decisions towards ensuring that Al is developed and deployed inclusively, ethically,
and sustainably. AILA assesses a country’s preparedness for Al adoption by examining the
following factors:

M nfrastructure — physical and digital foundations, including connectivity and computing
resources.

W Skills — workforce readiness and the availability of specialized Al expertise.
W Data ecosystems — accessibility, interoperability, and privacy of data resources.

M /nnovation support — the strength of startup ecosystems, research institutions, and
venture financing.

W Strategic vision and government capabilities — clarity and effectiveness of national Al
strategies and implementation capacity.

B Accountability and safety mechanisms —ethical Al frameworks, risk management practices,
and legal protections.

In Uzbekistan, the AILA process has already been initiated, marking an important
step toward systematically evaluating the country’s Al readiness. While the assessment
has been launched, its findings are not yet finalized, meaning that policymakers and
stakeholders are awaiting detailed insights into the strengths and gaps across the
ecosystem. Nonetheless, the very act of undertaking AILA signals a commitment to
evidence-based policymaking and to aligning national efforts with international best
practices. Once completed, the assessment is expected to highlight priority areas — such
as strengthening advanced Al expertise, improving data interoperability, and enhancing
innovation support — that will be critical for accelerating the effective implementation
of the National Al Strategy 2030. In this way, AILA provides Uzbekistan not only with a
diagnostic baseline but also with a forward-looking roadmap to ensure that Al adoption
is inclusive, ethical, and sustainable.

Stanford HAI Al Index

The Stanford HAI Al Index takes a different approach, tracking global progress and
the real-world impact of Al by aggregating hundreds of datasets related to research,

2% United Nations Development Programme (UNDP), ‘ARTIFICIAL INTELLIGENCE LANDSCAPE ASSESSMENT. From
readiness to development impact: Assessing the Al landscape within countries,” < https://www.undp.org/digital/
aila#:~:text=AILA%20assesses%20a%20country’s%20preparedness,and%20transparency%20in%20A1%20deployment>.

30 United Nations Development Programme (UNDP), “Digital Transformations”, <https://www.undp.org/digital/
transformations> .
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innovation, and policy. Rather than focusing on readiness, it measures how countries
are performing in terms of actual Al development and deployment. The index highlights
three primary areas:

M Research and development (R&D) — the volume and quality of Al-related publications,
patents, and open-source contributions.

M Talent and education — enrollment in Al degree programs, the distribution of skilled
practitioners, and global talent mobility.

B Economic and market impact — venture capital flows, startup growth, and the adoption
of Al technologies across industries.

For Uzbekistan, the Stanford HAI Al Index is particularly valuable as it highlights the real-
world progress and impact of Al development, beyond government policies and readiness.
By tracking factors such as research output, talent formation, and startup growth, it provides
a clear picture of how Uzbekistan’s Al ecosystem is evolving compared to global leaders and
regional peers. This makes it an essential complement to the GAIR Index and AILA framework,
offering insights into where Uzbekistan is gaining momentum — such as its growing base of
Al startups — and where further investment is needed, including advanced research capacity,
open-source contributions, and high-end talent development.

3.3 POSITIONING OF UZBEKISTAN IN OXFORD INSIGHTS' GAIR

GAIR Index: In 2024, Uzbekistan achieved a score of 53.45, ranking 70th globally and
3rd in South and Central Asia, ahead of all other Central Asian countries. This represents
a significant progress, marking a sharp improvement from its earlier position of 87th in 2023.
This upward trajectory demonstrates the success of initiatives like Digital Uzbekistan 2030
and reflects strong political commitment to advancing digital government. The country’s
position as 3rd in South and Central Asia (Figure 2), and first among Central Asian nations,
establishes Uzbekistan as a regional leader in Al readiness.

Figure 2. Government Al Readiness Index 2024. South and Central Asia
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Strengths:

W Strong national strategies and leadership: The adoption of the National Al Strategy 2030
and the expansion of Digital Uzbekistan 2030 demonstrate clear government vision and
institutional coordination, boosting GAIR's “Government Capacity” pillar.

W Growth of e-government services: Digitalization of public services, such as the development
of the Unified Medical Information System and the Lex.uz chatbot, shows readiness to
integrate Al into public sector operations.

M International recognition: Regional leadership signals to investors and global partners
that Uzbekistan is a credible player in the emerging Al economy.

Weaknesses:

W Data governance gaps: While Uzbekistan has made strides with its Open Data Portal,
data quality, interoperability, and privacy protections remain inconsistent. Lack of
standardized, accessible datasets limits Al scalability.

M Infrastructurelimitations:Broadband penetration, cloud availability,and high-performance
computing (HPC) resources are still insufficient for large-scale Al deployment.

W Public sector implementation capacity: While strategic frameworks are in place, the skills
and institutional mechanisms needed to execute complex Al projects across ministries
are still developing.

3.4 POSITIONING OF UZBEKISTAN IN UNDP’S AILA

The AILA, developed by UNDP, provides a holistic diagnostic view of a country’s readiness
to adopt and scale Al. Unlike GAIR, which focuses mainly on government readiness, AILA
evaluates the entire Al ecosystem, covering infrastructure, talent, data ecosystems, innovation,
and ethics. While AILA is at its final stage in Uzbekistan, the mapping initial assessment is
provided below.

Strengths:

M Clear strategic direction: Uzbekistan’s National Al Strategy 2030 provides a long-term
roadmap with specific targets, such as creating 10 Al research labs and training 1,000 Al
specialists, aligning well with AILA's Strategic Vision dimension.

B Expanding innovation ecosystem: IT Park Uzbekistan serves as the central hub for startups
and digital innovation, offering tax incentives, office space, and incubation programs.
Launch of IT Park Ventures and collaboration with international accelerators such as
Plug and Play Uzbekistan have helped grow a startup base of 60+ Al ventures. Sectoral
diversity is strong, with startups like Sino Al (healthtech), Fermerly and Growz (agritech),
and Datatruck (logistics).

B Emerging data ecosystem foundations: The Open Data Portal, hosting over 10,000
datasets, and digital platforms like Lex.uz are laying the groundwork for open, machine-
readable government data, a prerequisite for Al development.

Weaknesses:

B Advanced skills shortage: While programs like One Million Uzbek Coders have
strengthened basic digital literacy, there is a shortage of senior Al professionals, such as
machine learning engineers and Al researchers, needed for cutting-edge development.
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M Limited compute and cloud resources: Uzbekistan currently lacks shared national HPC
infrastructure, which restricts startups, researchers, and public agencies from training
advanced models.

M Siloed collaboration: Limited cooperation between government, academia, and the private
sector hinders innovation and slows deployment of Al solutions in priority industries.

W Underdeveloped accountability and safety mechanisms: Ethical guidelines, risk
management processes, and Al safety frameworks are still in early development stages,
leaving gaps in public trust and compliance.

3.5 POSITIONING OF UZBEKISTAN IN STANFORD HAI'S Al INDEX

The Stanford HAI Al Index measures real-world Al activity, tracking how countries are
performing in terms of research, innovation, talent, and market growth. While the Stanford
framework provides instrumental methodology for assessment of Al adoption, a detailed
evaluation of Uzbekistan ecosystem has not been developed under the framework.

For Uzbekistan, the Stanford Index can assist in capturing the global view of how its Al
ecosystem is competing globally, showcasing early successes in entrepreneurship while
revealing gaps in research visibility, global collaboration, and innovation scaling.

Strengths:

M Rapidly growing startup ecosystem: Uzbekistan has more than 60 active Al startups,
addressing diverse sectors, as detailed in section 1.2.

B nitial funding momentum: Uzum'’s $70M Series C round in 2025 marked a milestone in
private Al investment. Early-stage financing from IT Park Ventures and angel investor
networks is beginning to support smaller startups.

W Sectoral diversity and alignment with national priorities: Startups are concentrated in
the six priority sectors of the National Al Strategy, ensuring direct economic and social
impact.

Weaknesses:

M Low global research visibility: Uzbekistan’s Al-related publications and patents remain
minimal, limiting international recognition of its research community.

M Limited venture capital inflows: Total Al-related VC investment in 2024 was estimated at
$50M, far below peers like Turkey ($800M) and India ($3.2B).

M Advanced talent shortages: The ecosystem lacks high-end expertise in critical domains
like deep learning, natural language processing (NLP), and computer vision.

B Minimal open-source contributions: Uzbek startups and researchers are underrepresented
in global open-source Al projects, hindering global collaboration and reputational
visibility.
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4 | MAPPING THE DOMESTIC Al
PRIVATE SECTOR ECOSYSTEM

Uzbekistan’s Al ecosystem is growing, characterized by a blend of private companies, public
entities, and supporting institutions. Together, these actors are translating the ambitions
of the National Al Strategy 2030 into tangible products, services, and infrastructures. To
capture their roles, this section follows the tripartite framework of market participants,
market facilitators, and market regulators:

B Market participants are public and private entities involved in bringing technology to
the market or leading impact-tech and Al initiatives.

® Market facilitators are actors that produce, collect, and share information or provide
education on Al technologies.

® Market regulators provide legal and regulatory frameworks that shape the direction of
Al development by establishing clear definitions, standards, and enforceability.

The section follows with an overview of these stakeholders, providing insights into their
impact on the Al ecosystem in Uzbekistan.

4.1 MARKET PARTICIPANTS: Al INNOVATORS AND ADOPTERS

The front line of Al adoption in Uzbekistan is shaped by diverse market participants, including
both agile startups and advanced firms in different sectors, including the key sectors of Al
development as highlighted in the National Al Strategy 2030. Crucially, public agencies are
also emerging as key innovators, building Al-driven platforms that anchor the country’'s
digital transformation.

Private-sector leaders

Startups and MSMEs: Uzbekistan now hosts more than 60 Al startups active across fintech,
agriculture, healthcare, logistics, and NLP.

W Agriculture: Fermerly (Al-powered agro assistant) and Growz (Al-driven diagnostics and
farm management) help small and medium farmers improve productivity.

M Healthcare: Sino Al (Al-powered medical assistant via Telegram and app) and AlScan
(Al-enhanced radiological diagnostics) expand access and efficiency in clinical services.

M [ogistics: DataTruck (TruckGPT) automates up to 60% of manual tasks in freight operations,
while TASS Vision adapts computer vision to optimize delivery and warehouse processes.

B NLP & Language Tech: Tilmoch builds machine translation engines for Uzbek and regional
languages, filling a critical infrastructure gap.®

Corporate anchors

W Uzum, the country’s first tech unicorn, integrates Al into its fintech and e-commerce
platforms, applying predictive analytics and recommendation systems. In 2025, Uzum
raised $70 million to scale services, reinforcing its role as a market-shaping player.*?

31 INHA, 'Muhammadsaid Mamasaidov, a graduate of Inha University in Tashkent, received $150,000 in investments for his

Tllmoch startup (INHA September 12, 2025), < https //inha. uz(general[mukhammadsmd mamasa|dov a-graduate-of-
hik -in-the- f from-it-

32 TBC Bank Group PLC, ‘TBC Uzbekistan 9M 2024 Update’ (TC, 2024) < https://tbcbankgroup.com/media/3164/tbc-
uzbekistan-9m-2024-update.pdf>.
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W TBC Bank Uzbekistan has emerged as a flagship adopter of Al in the financial sector. By
introducing Al-driven voicebots, automated customer support, and advanced credit-
scoring tools, the bank has significantly increased efficiency — its voice agents now
handle more than 40 % of early-stage loan collection cases and are reported to be
“ten times more efficient than human operators”.2® These systems have supported rapid
business growth, with TBC reporting $27 million in net profit for the first nine months of
2024 and expanding its customer base to over 17 million accounts.

Public-sector innovators

Uzinfocom (National Systems Integrator and Al developer): A leading public entity in
applied Al, Uzinfocom operates MyID, a digital identity and KYC platform that processes
millions of daily transactions across 200+ services.** It also introduced MyID Palm for palm
vein identification® and developed Muxlisa Al, Uzbekistan's flagship NLP system trained on
a 5-billion-word Uzbek corpus, designed to power national-scale applications.?®

E-government platforms
Public entities are embedding Al into service delivery, exemplified by:

M Lex.uz chatbot, launched by the Ministry of Justice of Uzbekistan, featuring an Al-
powered chatbot as its core component. It aims to handle legal inquiries from citizens
and professionals, sourcing responses from the national legislative database.?’

M The Unified Medical Information System, integrating Al for healthcare data management
and predictive insights.?® Plans include integrating speech recognition to automatically
transcribe doctors’ examinations, reducing administrative burden and improving data
quality.* Pilot programs in Uzbekistan's healthcare sector are already trialing digital
medical assistants with voice recognition modules in selected districts. In Almazar and
Yunusabad, these assistants are being used to support physicians in improving the
quality of care through faster diagnostics and patient interaction.*°

4.2 MARKET FACILITATORS: CAPACITY BUILDERS AND ENABLERS

Market facilitators provide the essential resources, talent, and platforms that enable Al
innovation to move from isolated experiments to scalable solutions. They act as the connective
tissue of the ecosystem, linking MSMEs with the infrastructure, skills, and capital they need.
In Uzbekistan, this group is expanding and diversifying, encompassing technology parks,
universities, venture funds, and community associations.

IT Park Uzbekistan

It was established in 2019 as a government-backed technology hub under the MDT, with
the mission to develop the IT sector, support startups, and position Uzbekistan as a regional

3 FinExtra, 'TBC Uzbekistan embarks on Al drive’ (FinExtra, February 10, 2025), < https://www.finextra.com/
pressarticle/104263/tbc-uzbekistan-embarks-on-ai-drive >.

3% Uzinfocom, ‘MyID’ (Uzinfocom, June 21, 2024), < https://uzinfocom.uz/en/projects/myid-uz-latin>.

3 Ibid.

36 Uzinfocom, ‘Muxlisa Al' (Uzinfocom, July 01, 2024), < https://uzinfocom.uz/en/projects/muxlisa-ai-en>.
37 LexAl, 'Sun'iy intellekt xizmatlari’, <https://ai.lex.uz>.

38 Kun.uz. 'Uzbekistan to integrate Al into healthcare, courts, and public services’ (Kun.uz, July 22, 2025), < https://www.kun.
uz/en/news/2025/07/22/uzbekistan-to-integrate-ai-into-healthcare-courts-and-public-services>.

39 |bid.
40 The Tashkent Times, ‘Cabinet pushes Al implementation’ (The Tashkent Times, July 22, 2025), < https://tashkenttimes.uz/
national/15668-cabinet-pushes-ai-implementation>.
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technology hub.*! It offers incubation and acceleration programs, nurturing startups from
idea to product through mentoring, infrastructure, and market support.#> Among its initiatives
is the Creative Incubator, which provides workshops, mentoring, and demo day exposure for
entrepreneurs in the creative economy.*® To strengthen access to capital, IT Park launched IT
Park Ventures, a fund targeting early-stage startups, including those developing Al and data-
driven solutions.** According to the Global Startup Ecosystem Report 2025, Uzbekistan's
ecosystem is “anchored by IT Park Uzbekistan, a national innovation hub offering a full-cycle
environment from student ideas to global tech ventures”.#®

Academic Institutions

®INHA University in Tashkent is an IT and engineering university offering computer-
related disciplines (such as such as Computer Science, Software Engineering, Information
& Communication Engineering) and is and is working with the Ministry of Digital
Technologies and NVIDIA to establish a national Al lab. The university was established
in 2014 by resolution of the Uzbek government as part of a joint initiative to build IT
and engineering capacity in the country, leveraging the curriculum and expertise of its
Korean counterpart.®® INHA also produces startup founders: for example, a graduate of
INHA, Muhammadsaid Mamasaidov, secured investment (~$150,000) for the previously
mentioned Al/NLP startup Tilmoch (a machine translation venture).*

B IT Park University (ITPU) is Uzbekistan's first hybrid-format IT university, established
through a partnership between IT Park and EPAM Systems under the Ministry of Digital
Technologies. It emphasizes practical, industry-aligned education, updating curricula
annually and ensuring instruction is delivered by practicing engineers and IT professionals
who supervise real-world projects and internships — both domestically and abroad.*® Its
bachelor's programs cover areas such as software engineering, cybersecurity, and full-
stack development, with tracks in automated testing, mobile development, and cloud
security that intertwine Al and data analytics skills.** The university's orientation toward
applied IT, data, and industry collaboration suggests a strong foundation for integrating
Al education broadly.

M Research Institute for the Development of Digital Technologies and Artificial
Intelligence (AIRI): Uzbekistan's first dedicated public research institute in the
field of Al. Established under the Ministry of Digital Technologies, AIRI's mandate is
to conduct fundamental and applied research, build national Al capacities, and
provide scientific and technical expertise to policymakers and industry. Its project
portfolio includes work on speech and language technologies, forecasting models,
ecological monitoring, and applied machine learning systems. AIRI plays an increasingly
important role in Al governance. In practice, this involves advising on Al legislation,

41T Park, IT Park Today' < https://it-park.uz/en/itpark/about>.

4 Ibid.

4 IT Park, Creatwe Incubator Flnal Tashkent Celebrates Leading Creative Entrepreneurs (IT Park, July 05, 2025), < https://
b di

44 |T Park, 'IT PARK VENTURES', < https://itparkventures.uz/en>.

4 Startup Genome, 'Uzbekistan: Central Asia’s Fastest-Rising Startup Ecosystem’, < https://startupgenome.com/report/
gser2025/uzbekistan-central-asias-fastest-rising-startup-ecosystem>.

46 INHA, 'Introduction to Inha University’, < https://inha.uz/about/introduction/>.

47 INHA, 'Muhammadsaid Mamasaidov, a graduate of Inha University in Tashkent, received $150,000 in investments for his

Tllmoch startup, (INHA, September 12, 2025), < https //inha. uz(general[mukhammadsmd mamasa|dov a-graduate-of-

48 ITPU, 'Create Your Future with IT Park University’ < https://itpu.uz/en/about>.
4 |TPU, ‘Bachelor's Programs’ < https://itpu.uz/en/bachelor>.
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contributing to the development of an Al ethics code, and ensuring that emerging Al
applications are in line with global best practices.

Industry and community networks

® Central Asia Al Association (AICA) functions as a regional Al community hub, convening
corporations, startups, academia, and policymakers through awards, forums, and
community programs. For instance, AICA jointly hosts the AICA Awards in partnership
with IT Park Uzbekistan, which recognizes achievements in Al across sectors such as
health, agritech, education, and business, and draws participation from multiple Central
Asian countries.®® It also runs initiatives like the Al Ambassador Program, designed to
empower young talent and integrate them into regional Al networks.>" AICA is actively
engaged in Al policy dialogue and strategic planning events in Uzbekistan, serving as a
neutral convenor that bridges startups, corporate actors, and regulators.

Investment and funding mechanisms

mUzVC (National Venture Capital Fund of Uzbekistan) has evolved into a fund-of-
funds structure under the Ministry of Economy & Finance, channeling capital into local
and international venture capital firms to foster scalable innovation in Uzbekistan’s
startup ecosystem. In 2025, UzVC plans to deploy approximately $15 million toward
VC firms operating domestically under this new model.>> Through its Startup Growth
Program (SGP), UzVC supports acceleration, venture readiness, and globalization of
Uzbek technology ventures.>® In ecosystem events like the ICT Week 2025 Investor's
Room, UzVC is featured alongside angel and private funds as a major financier of early-
stage innovation.>

®Yoshlar Fund / Youth-Affairs Agency (Yoshlar Ventures) is active in supporting
youth-led startups and early-stage innovation. As of 2025, it has made targeted equity
investments—e.g., itinvested $50,000 in the Al translation startup Tilmoch.> Iniits broader
mandate, the State Target Fund for the Development of Youth Entrepreneurship intends
to establish a venture fund with a charter capital of $10 million to finance promising
youth startup projects.

4.3 MARKET REGULATORS: GOVERNANCE AND STANDARDS

Market regulators provide the legal and institutional frameworks that shape the trajectory of
Al development in Uzbekistan, ensuring clarity of definitions, standards, and enforceability.
Their role is central in balancing innovation with safeguards for privacy, ethics, and
accountability.

Ministry of Digital Technologies

As the primary policy driver, the MDT is responsible for the implementation of the National
Al Strategy 2030. The strategy appoints MDT to build sovereign digital infrastructure to
underpin Al development, including the rollout of a national cloud, the deployment of a
high-performance H200 GPU cluster in partnership with NVIDIA, and top create a national

0 <https://aica.uz>.
1 bid.

52 UzVC, 'UzVC becomes a fund of funds under the Ministry of Economy and Finance of Uzbekistan’ < https://nationaluzvc.
uz/en/uzvc-becomes-a-fund-of-funds-under-the-ministry-of-economy-and-finance-of-uzbekistan>.

53 UzVC, 'O'zbekistonda UzVC startaplarini rivojlantirish dasturi ishga tushirilmoqgda’ < https://uzvc.uz/insight/>.
5T Park, Investors Room at ICT Week 2025: Uzbek startups secure their first investments’ (IT Park September 30, 2025),

5 AIRI, < https://airi.uz>.
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data lake to enable large-scale Al training.>® These initiatives are designed to give Uzbekistan
sovereign capacity for data processing and model development, while reducing reliance on
foreign infrastructure providers.

Center for the Development of Artificial Intelligence and the Digital Economy

As part of the National Al Strategy 2030, the government has announced the creation of
the Center for the Development of Atrtificial Intelligence and the Digital Economy, which will
serve as a central coordinating authority for Al governance.>” The agency’'s proposed mandate
includes setting national standards in Al and data governance, support building technical
infrastructure and Improve the position of the Republic of Uzbekistan in international rankings
and indices in the field of artificial intelligence=®

National Statistics Committee

The NSC plays a quasi-regulatory role by acting as custodian of the open data ecosystem.
Through the portal data.egov.uz, the NSC manages over 10,000 datasets contributed by more
than 20 ministries, setting standards for data access, interoperability, and quality assurance.
These efforts not only enable transparency in government but also provide the raw material
for Al innovation in both the public and private sectors.*

Sectoral regulators

Al governance is also emerging across finance, health, and customs through respective
ministries and agencies. In the financial sector, the MoEF plays a pivotal role by shaping the
venture capital environment and guiding Al-enabled financial innovations, while the Central
Bank supervises the deployment of Al-powered credit scoring models in institutions such as
TBC Bank Uzbekistan.®°In healthcare, the Ministry of Health oversees the integration of Al into
the Unified Medical Information System (DMED), including pilots for predictive analytics and
digital medical assistants.®! In trade and border management, the State Customs Committee
has launched pilots of Al-driven analytics to streamline customs procedures and improve
compliance.®? Together, these sectoral regulators complement the work of central agencies by
embedding Al governance into the operational contexts of finance, health, and trade.

4.4 DATA ACCESS ECOSYSTEM: PRIVACY AND DATA GOVERNANCE

Lawful, safe, and trusted access to data is the lifeblood of Al across its lifecycle — from curating
training datasets to validating and benchmarking, deploying to production, and monitoring
for algorithmic performance. In line with the aim of this paper to foster an Al-ready ecosystem,
the data-access regime determines the actionable perimeter of innovation and deployment
in the private sector of Uzbekistan. This regime has two intertwined parts: 1) privacy and
data protection framework, which defines whether and under what conditions data about

6 FRANK, ‘Uzbekistan and NVIDIA agreed on cooperation in the field of Al' (FRANK, September 27, 2025), < https://frank.
uz/en/news-en/uzbekistan-and-nvidia-agreed-on-cooperation-in-the-field-of-ai>.

57 Nation Al Strategy 2030, section 7.

8 Nation Al Strategy 2030, Appendix I1.

%9 Open Data Portal, ‘Data for artificial intelligence’ < https://data.egov.uz/eng/ai-data>.

80 Finextra, 'TBC Uzbekistan embarks on Al drive’, (Finextra, February 10, 2025), < https://www.finextra.com/

pressarticle/104263/tbc-uzbekistan-embarks-on-ai-drive >
61 Kun.uz. 'Uzbekistan to mtegrate Alinto healthcare courts and public services’ (Kun. uz, July 22 2025), < https://www.kun.
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individuals can be processed; 2) data access and use framework, which creates the environment
for secure, legal and trustworthy data sharing. These two parts are outlined below.

Privacy and data protection framework

The foundations of privacy and data protection regime in Uzbekistan are laid down by the
Law of the Republic of Uzbekistan “On Personal Data” No. ZRU-547 as of July 02, 2019 ("The
Law on Personal Data”). It is the cross-sectoral law governing the collection, processing, and
protection of personal data. State regulation in the field of personal data is carried out by
the Cabinet of Ministers of the Republic of Uzbekistan and the State Personalization Center.®®

The law follows international standards of personal data protection. In particular, it covers
almost all of the “first’ and ‘second’ generations of privacy principles.®* Key features include:

M data-subject rights® and limits on fully automated decision-making that produces legal
effects;®

® mandatory registration of personal-data databases in a state register;®’
M data-localization for personal data of Uzbek citizens;® and

Mrequired anonymization when processing for historical, statistical, sociological, or
scientific research.®®

Overall, the Law on Personal Data in Uzbekistan provides a recognizable baseline of rights
and safeguards that protects citizens and ensures public trust, and thus creates a prerequisite
for the adoption of data-driven services. However, it lacks some of the ‘third-generation’
elements’® of privacy protection that are particularly important in the Al context. For example,
the concept of pseudonymisation is absent in the law. This “middle-ground” safeguard
balances preservation of the analytical value of data with compliance and protecting the
rights of data subjects. In addition, the law does not expressly provide for data-protection-
by-design and by default,”" notification of data breach,”> and does not fully implement
the proportionality principle”™ — these safeguards, implemented in the international best
practices such as the EU General Data Protection Regulation,” ensure the highest standards
of accountability in data processing activities, which is crucial in the Al context.

63 The Law of the Republic of Uzbekistan “On Personal Data” No. ZRU-547 as of July 02, 2019 (“The Law on Personal Data”),
art. 6-8.

64 Graham Greenleaf, Tamar Kaldani, Data privacy laws in Central Asia: between ex-SSR and ‘Belt&Road’, International Data
Privacy Law, Volume 15, Issue 1, February 2025, Pages 67-90, https://doi.org/10.1093/idpl/ipaf001.
65 The Law on Personal Data, art. 30.

6 Ibid, art. 24.
7 Ibid, art. 20.

% The Law of the Republic of Uzbekistan “On Personal Data” No. ZRU-547 as of July 02, 2019 (“The Law on Personal Data”),
art. 27-1.

 Ibid, art. 16.
0 Greenleaf and Kaldani (n 65).

7 Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the protection of natural
persons with regard to the processing of personal data and on the free movement of such data, and repealing Directive
95/46/EC (General Data Protection Regulation), OJ L 119, 4.5.2016, pp. 7-88 (GDPR), art. 25.

72 GDPR, art. 33 and 34.
73 GDPR, art. 5(b) and (c).

4 Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the protection of natural
persons with regard to the processing of personal data and on the free movement of such data, and repealing Directive
95/46/EC (General Data Protection Regulation), OJ L 119, 4.5.2016, pp. 1-88.
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However, the introduction and enforcement of data-localization’ and compulsory registering of
databases’ have materially tightened cross-border data flows and added compliance overhead
(infrastructure choices, vendor selection, and audits). For Al innovators — especially MSMEs
— this can raise costs of using global cloud services, constrain participation in international
research consortia, and complicate model training pipelines that rely on distributed datasets.

Data access and use framework

While the privacy framework sets requirements for protecting personal data of citizens, modern
data-driven economies require clear rules for data access and use. These rules should facilitate
a fair, secure, trustworthy and cost-efficient access to datasets of high quality, conditions for
B2B, B2G and G2B sharing, interoperability and metadata standards, and data governance
framework.

Uzbekistan demonstrates its commitment to the development and support of the data access
and use framework through a series of initiatives. First, the National Al Strategy 2030 inventories
socio-economic “big data” and tasks the Ministry of Digital Technologies to create a national
"Big Data” database by 1 September 2025 to support Al projects and research. Second,
Uzbekistan operates an Open Data Portal’”” and is a member of the Open Data Charter.”® These
two initiatives are elaborated below.

The National Al Strategy 2030 turns data availability and reuse into formal obligations: it
requires the relevant ministries to supply different socio-economic datasets to the national
“Big Data"” database, while specifying the dataset types, indicative volumes, update frequency,
and responsible entities. The MDT is responsible for the creation of the “Big Data” database
with the aim of supporting Al projects and scientific-practical research. In parallel, the strategy
sets the establishment of the Center for the Development of Al and the Digital Economy with
the authority to obtain access to information systems and databases (except for data protected
by law), creating a mechanism for data acquisition and re-use.

Uzbekistan operates a national Open Data Portal”, providing public government information
to organizations, citizens, and businesses.® Initially, the platform contained 24 datasets from
four organizations. As of August 2025, the platform hosts 10423 datasets from 159 organiza-
tions, with a total of 720118 downloads.®’ The National Al Strategy 2030 links directly the Open
Data Portal to Al by mandating the creation of open-data and big-data collections, the contin-
uous operation and enhancement of digital data platforms, increasing the availability, quality,
and regular updating of open datasets, and integrating government-held data into the portal
(including specialized voice/video datasets in Uzbek). In parallel, Uzbekistan's participation in
the Open Data Charter signals alignment with international openness principles and supports
the policy push toward usable, high-quality open data for Al development and reuse.

However, major gaps remain: there is no comprehensive legal framework for data sharing
(B2B, B2G, G2B); the scope and volume of priority datasets are limited; and there is no large-
scale, coherent regime for access and re-use comparable to structured sectoral data spaces,
nor tailored provisions for research or Al training (e.g., pseudonymization-based processing
or dedicated secondary-use bases). International practice (such as the EU Health Data Space

> The Law of the Republic of Uzbekistan “On Personal Data” No. ZRU-547 as of July 02, 2019 (“The Law on Personal Data"),
art. 27-1.

78 Ibid, art. 20.

7 Open Data Portal, <https://data.egov.uz/rus>.
8 |bid.

9 data.egov.uz

80 Ibid.

81 Ibid.
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architecture)®? shows that effective regimes typically combine several elements: authorized
data-access bodies that act as neutral intermediaries; national data catalogues that provide
transparency on available datasets; and secure processing environments where sensitive in-
formation can be analyzed without exposing raw data. Such frameworks often also include
technical standards for pseudonymization and anonymization and legal bases that clarify per-
mitted secondary uses. If implemented in Uzbekistan and linked to the Big Data database,
these mechanisms could transform high-value datasets into Al-ready, legally robust, and pri-
vacy-preserving assets, while strengthening trust among citizens, businesses, and regulators.

4.5 Al REGULATORY LANDSCAPE

As Al systems move from pilots into public-facing services, Uzbekistan is making regulation
one of the central pillars of its digital strategy through a series of initiatives. At the outset,
the National Al Strategy 2030 lays down the roadmap by clarifying objectives and key
terms, directing government to develop tailored Al standards, and outlining the institutions
responsible for operational oversight. It also commits the government to ethical and security
requirements — especially around data integrity and the security of cloud services — so that
Al can be deployed responsibly in priority sectors such as agriculture, banking and finance,
transport, healthcare, energy, and taxation.

Additionally, the Legislative Chamber of the Oliy Majlis adopted in April 2025 the draft law
“On Regulating Relations Arising from the Use of Artificial Intelligence” in its first reading.®
The legislative proposal aims to set instruments to protect citizens from harms that can be
caused by irresponsible use of Al. In response to the significant increase in the falsification of
audio, photos, and videos of well-known individuals using Al, the proposal mandates labeling
for information resources created using Al technologies.®* Additionally, the draft law prohibits
the unlawful processing and dissemination of personal data using Al technologies through
media, social networks, or the internet and proposes administrative penalties for the relevant
violations.®>

4.6 SANDBOXES — CABINET OF MINISTERS RESOLUTION NO. 617

Alongside these legislative steps, the government introduced a special legal regime for
regulatory sandboxes under Cabinet of Ministers Resolution No. 617, as of November 23,
2023.8¢ The framework creates a controlled environment for innovators to test solutions in five
priority sectors — e-commerce, transport and logistics, agriculture, industry, and construction
— under temporarily relaxed regulatory conditions and with closer oversight from government
agencies. Startups and technology firms can apply by submitting a proposal that should include
details on the scope of the project, budget and funding sources, implementation techniques,
customer protection measures, and performance evaluation metrics. Approved projects can
operate in the sandbox for up to three years, with the application review process limited to 30
days.

82 Regulation (EU) 2025/327 of the European Parliament and of the Council of 11 February 2025 on the European Health
Data Space (EHDS Regulation), OJ L, 2025/327, 5.3.2025.

8 Kun.uz, 'Uzbekistan takes steps to regulate Al with new legislation’ (Kun.uz, Society, April 16, 2025), available at: <https://
kun.uz/en/news/2025/04/16/uzbekistan-takes-steps-to-reqgulate-ai-with-new-legislation#:~:text=The%20law%20
mandates%20labeling%20for,social%20networks%2C%200r%20the%20internet> accessed August 30, 2025.

84 According to Deputy Shahnoza Kholmukhamedova, in Uzbekistan, 1,129 illegally processed Al-generated materials were
identified on the internet in 2023, and 3,553 in 2024 (ibid).

8 |bid.

8 Kun.uz, 'Uzbekistan takes steps to regulate Al with new legislation’ (Kun.uz, Society, April 16, 2025), available at: <https://
kun.uz/en/news/2025/04/16/uzbekistan-takes-steps-to-regulate-ai-with-new-legislation#:~:text=The%20law%20

mandates%20labeling%20for,social%20networks%2C%200r%20the%20internet> accessed August 30, 2025.
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For startups, the sandbox is intended to reduce the regulatory and financial barriers of market
entry. It allows them to trial innovative business models without the immediate burden of
full compliance, while still providing a level of protection for consumers through monitored
conditions. This can be particularly valuable for early-stage firms that would otherwise
struggle to test products in highly regulated sectors such as payments, logistics, or agri-
tech. By gathering operational data in a controlled environment, companies can refine their
technologies and build a compliance track record, which in turn facilitates later scaling and
investment. In principle, such a mechanism can also help regulators themselves by generating
evidence to inform more proportionate, sector-specific rules.

However, as stakeholders emphasized, the current sandbox design is not Al-specific. While
it lowers entry costs and accelerates approval timelines for startups, it does not yet address
unique Al challenges such as data access, algorithmic accountability, or model evaluation.
Without these elements, its ability to serve as a bridge between innovation and Al regulation
remains limited.

As elaborated in Annex I, sandboxes could help address these barriers to Al adoption opening
a space for regulatory dialogue and clarity, enabling the use of infrastructure or datasets in a
secure environment and contributing to public and private Al capacity and knowledge sharing.

In summary, Uzbekistan has laid important foundations for Al regulation through its National
Al Strategy 2030, the draft Al law, and the regulatory sandbox framework introduced by
Resolution No. 617. Together, these initiatives signal a strong intent to protect citizens,
strengthen data integrity, and build trust as Al moves into priority sectors. Yet, the regulatory
architecture remains incomplete: there is still no comprehensive Al law, no clear legal status
for Al systems, and no codified processes for risk assessment, certification, or post-market
monitoring. Stakeholders consistently cautioned that while regulation is necessary, it should
be measured and proportionate, avoiding rigid rules that could stifle innovation at an early
stage. The task ahead is to translate broad principles into practical instruments — sector-specific
guidance, lightweight assurance tools, and Al-tailored sandbox mechanisms — that ensure
accountability without creating insurmountable compliance costs for MSMEs. By evolving its
framework in step with real market demands, Uzbekistan can strike a balance between safety
and innovation, positioning itself as a regional leader in responsible Al governance.

4.7 PRIVATE SECTOR DEMAND SIGNALS

The development of evidence-based policy requires robust empirical insights derived
directly from the operating environment. Given the complexity of advancing Al adoption
within an evolving regulatory system, targeted stakeholder consultations are integral to the
methodology. These consultations serve multiple critical functions: they assess the existing Al
and data governance frameworks and identify gaps and action points; they help to identify the
private sector demand for efficient Al implementation; and they ensure that proposed policy
interventions and incentives are tailored to address the unique barriers faced by MSMEs. This
engagement is essential for achieving the primary goal of fostering Al adoption in the private
sector of Uzbekistan.

To collect practical, context-specific data, the project used semi-structured consultations with
the key actors in the Uzbekistan Al ecosystem. These discussions were conducted both online
and in-person and were deliberately structured as open discussions lasting approximately one
hour each, designed to facilitate free-flowing dialogue and nuanced feedback beyond the
scope of standardized surveys. Prior to engagement, the team prepared targeted questions for
each stakeholder group. These discussions were carefully focused on the entrepreneurial en-
vironment, private sector Al adoption, and the specific limitations impacting MSMEs. Crucially,
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the consultations were designed to complement existing high-level assessments — such as
the UNESCO Al Readiness Assessment Methodology, the AILA, and the GARI — by gathering
granular detail on operational challenges, compliance gaps, and specific private sector needs.

The selection process for participants adhered to a multi-stakeholder model to ensure com-
prehensive coverage and diverse perspectives. The list of stakeholders interviewed is provided
in Annex |. Participants were intentionally chosen based on their expertise, institutional man-
dates, and direct involvement in key facets of Al development in Uzbekistan, focusing on those
who have a strong voice in the matter. Stakeholders represented various categories, including
the private sector (MSMEs and established Al-driven companies), public entities (policymakers
and regulatory bodies), academia (research institutions and universities), venture funds and fi-
nancial organizations and advocacy associations. Specifically, this engagement covered exper-
tise across critical areas necessary for the policy recommendations: Al ethics and governance
(e.g., institutional responsibilities and compliance gaps), investments (e.g., funding gaps and
financial barriers), and regulatory sandboxes (e.g., defining institutional roles and operational
mechanisms). By engaging this diverse cross-section of actors, the project was able to ensure
that the resultant policy framework and regulatory concept were grounded in local realities
and supported by consensus, mitigating potential implementation resistance.

Insights from the stakeholder consultations provide a nuanced picture of the Al ecosystem in
Uzbekistan. To capture the key takeaways in a concise form, the table below (Table 1) sum-
marizes progress made, barriers identified, and solutions proposed, grouped into three major
stakeholder categories as discussed in Chapter 4: market regulators, market facilitators and
market participants. This summary is designed to highlight patterns, while excessive details
on barriers will be discussed in the following chapter.

Table 1. Summary of the insights from the interviews conducted

Stakeholder Barriers identified

Progress achieved

Solutions proposed

group
Market National Al Strategy launched Regulatory processes slow; Iterative/light-touch
regulators Legislative Proposal for Al law is sandboxes broad and regulation.
submitted. unclear. Al-specific sandbox with KPI-
Development of Al labs, Big Data Data-localization first pilots.
database, Open Data portal and state requirements raise costs/  Trusted compute lanes,
chatbots (e.g. Maslahatchi, Tahlilchi). ~ time. anonymization pipelines,
Public services embedding Al pilots Institutional readines.s clearer roles.
in their services. uneven across agencies.
Market Rapid growth of Al startups across Executive Al literacy low; Executive bootcamps; KPI-
participants  fintech, agritech, healthcare, logistics. weak ROl understanding.  driven pilots with anchor
Success cases like Uzum and High compute costs; lack  investors and clients.
TBC Bank showing ROI from Al of local GPU/infrastructure. Subsidized GPU clusters,
deployment. Limited venture capital credits, model access hubs.
Emerging Uzbek corpora, annotation instruments and small VC/legal reform
studios, and applied solutions. ticket sizes. (convertibles, SAFE), co-
funding schemes.
Market Al embedded in curricula; Few applied Al specialists;  Hackathons, scholarships,
facilitators responsible-use guidelines lack of Al degrees. industry-linked curricula.

developed.
Al associations connecting

companies, talent, and projects.

Weak links between
academia and industry.
Eligibility criteria limiting

Venture funds (UzVC, Yoshlar) actively startup funding.

screening/startup pipeline.

Founder/business training
and global immersion
programs.

Broaden fund eligibility;
micro-checks with KPI gates;
co-funding with larger
investors.
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5| THE CORE BARRIERS TO
MSMES’ Al ADOPTION

5.1 FINANCIAL BARRIERS

Access to finance remains one of the most pressing challenges for the growth of Uzbekistan’s
Al ecosystem. While Digital Uzbekistan 2030 and the National Al Strategy 2030 have laid out
ambitious plans to develop digital infrastructure, human capital, and regulatory frameworks,
the ability of MSMEs to innovate, scale, and compete internationally depends critically on
financial resources.

Al innovators face a dual set of constraints. First, they encounter structural weaknesses in
Uzbekistan's financial market, which limit capital flows for all types of innovative businesses.
Second, Al startups bear unique, sector-specific financial burdens, stemming from the high
costs and long time horizons characteristic of Al development. These two dimensions interact
to create a compounded financing gap that hinders the growth of a diverse and competitive
Al ecosystem.

Broader structural constraints of Uzbekistan’s financial market

Underdeveloped venture capital ecosystem. Uzbekistan's venture capital sector is still
evolving, and though it has shown noteworthy growth recently, it remains modest relative to
regional and global peers. In 2023, VC investment in Uzbekistan stood at approximately $6.3
million,® but in 2024, it grew nearly threefold, reaching $17.5 million across 38 deals, with
average deal sizes rising significantly.®® By 2025, the ecosystem continues to expand: over
12 active venture capital funds now operate in Uzbekistan, with combined assets exceeding
$136 million.®°

Although the pace of the developments makes Uzbekistan the fastest-growing startup
ecosystem in Central Asia,®® absolute investment volumes still lag peers from this and other
regions. In 2024, Kazakhstan attracted $71 million in VC funding, capturing about 74% of
total regional deals in Central Asia.’" Turkey attracted $1.1 billion in VC across 469 deals
in 2024,%2 while India’s VC investment volumes reached $13.7 billion in the same year.*® In
addition, many local investors remain cautious, preferring safer, revenue-generating models
such as e-commerce or fintech rather than riskier, research-driven Al ventures.

87 UNDP, 'Digital Economy of Uzbekistan. The State of Digital Entrepreneurship and Artificial Intelligence’ (UNDP, with the
support of the Ministry of Economy and Finance of the Republic of Uzbekistan, 2025), < https://www.undp.org/sites/g/
files/zskgke326/files/2025-05/uz_digital-economy-study_eng.pdf>.

8 KPMG, 'Venture Capital in Central Asia 2024’ (KPMG, 2025), < https://kpmg.com/uz/en/home/insights/2025/03/venture-
capital-market.html>.

89 IT Park, 'Startup Genome: Uzbekistan is the fastest growing startup ecosystem in Central Asia’ (Startup Base, powered by
IT Park, June 13, 2025), < https://startupbase.uz/en/news/startup-genome-uzbekistan-is-the-fastest-growing>.

% |bid.

91 BusinessWire, Central A5|a s Venture Capital Market Reaches $95 Million in 2024 (BusmessWnre March 19, 2025), <

%2495 Mllllon in-2024>.

9 Unsal M., ‘Turkish Startup Ecosystem — Year in Review 2024’ (Startups.Watch, January 20, 2025), < https://blog.startups.
watch/turkish-startup-ecosystem-year-in-review-2024>.

9 Sheth et al,, ‘India Venture Capital Report 2025’ (Bain&Company, March 2025), < https://www.bain.com/insights/india-
venture-capital-report-2025>.
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Outdated legal and financial structures for investment. Stakeholders consistently
highlighted that Uzbekistan’s company and investment laws are outdated, making it difficult
to structure deals using standard international mechanisms. Current regulations do not
recognize common venture capital instruments such as SAFE agreements, convertible notes,
or preference shares, leaving investors unable to formally register their equity stakes.*

This lack of legal clarity creates mistrust and exposes both founders and investors to significant
risk. Foreign investors are particularly deterred by these gaps, leading many startups to
incorporate in foreign jurisdictions. While this allows them to raise capital, it results in a loss
of taxable economic activity and intellectual property, weakening Uzbekistan’s innovation
ecosystem.

Limited role of banks and traditional financial institutions. Traditional financial institutions
remain poorly aligned with the needs of innovative startups. Commercial banks continue to
rely on collateral-based lending models, which are incompatible with Al startups that lack
physical assets but possess valuable intangible assets like intellectual property. High interest
rates and stringent collateral requirements make loans either inaccessible or prohibitively
expensive. Moreover, there are no dedicated innovation finance products, such as revenue-
based financing, innovation bonds, or convertible loans, which could bridge the “valley of
death” between early-stage prototyping and commercialization. This structural gap affects
not only Al startups but also the broader base of tech-enabled MSMEs.

Barriers to international capital flows. Uzbekistan remains largely isolated from global
financial networks, restricting access to foreign venture capital and expertise. Interviewees
pointed to several barriers:

B Complex registration and taxation procedures for foreign investors, increasing transaction
costs.

® Currency controls and foreign exchange restrictions, which complicate profit repatriation.

M The absence of globally recognized payment systems such as PayPal, limiting cross-
border digital service transactions.

These obstacles discourage international funds from engaging directly with Uzbekistan.
Many local startups, therefore, incorporate abroad to bypass these challenges, further
externalizing economic value and weakening the domestic ecosystem.

Al-specific financial barriers

While the above constraints affect all startups, Al ventures face distinctive financial challenges
due to the nature of artificial intelligence development. These challenges compound the
structural weaknesses of Uzbekistan'’s financial sector, creating additional barriers for MSMEs
seeking to engage in Al innovation.

Capital intensity and long return horizons. Al development requires substantial
upfront investment and extended R&D cycles before any commercial returns are realized.
Even mid-scale Al solutions typically require between $500,000 and $5 million to reach
commercialization.

These costs make Al inherently high-risk. MSMEs, which often operate with limited cash
reserves, are disproportionately affected, as they cannot self-finance prolonged development
periods. Without access to patient, long-term capital, many Al startups are forced to scale

4 International Finance Corporation, Developlng Venture Capltal and Private Eqwty market in Uzbeklstan (IFC PFOJeCt
Information and Data Portal,2025), < https: - -
and-private-equity-market-in-uzbekistan>.
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back ambitions, delaying the development of solutions for priority sectors such as agriculture,
healthcare, and logistics.

Small domestic market and demand uncertainty. Even when Al products are developed,
monetizing them within Uzbekistan is challenging due to the limited size of the domestic
market. Enterprises and government agencies frequently take a “wait-and-see” approach,
delaying procurement of Al solutions until competitors validate their value.

This results in long sales cycles, which increase working capital needs for startups. Expanding
internationally is also difficult, as compliance costs, localization expenses, and logistical
barriers require significant external funding. For instance, startups working on Uzbek NLP
systems, such as Tilmoch, face high costs for dataset creation and localization to meet global
standards. These challenges trap many startups in a cycle where they are too small to attract
foreign capital but too underfunded to grow beyond Uzbekistan.

Knowledge and trust gaps between Al founders and investors. Al projects are technically
complex and often difficult for generalist investors to evaluate. Local investors may lack
Al literacy, making it hard to assess the commercial potential of deep-tech ventures. This
results in overly conservative decision-making, with Al startups required to show unrealistic
revenue levels before securing funding.

Conversely, many founders lack financial literacy, leaving them ill-equipped to pitch effectively
or structure deals. This mismatch creates mistrust and slows the flow of capital, as noted
by one of the interviewees: “Investors don't understand Al, and founders don't understand
finance - so deals fall apart before they even start."

Over-reliance on public funding for Al ventures. Given the scarcity of private capital,
government programs play a critical role in financing Al innovation. Initiatives such as IT Park
Uzbekistan's tax benefits and the Yoshlar Fund have helped kickstart activity among youth-
led startups. However, these programs may be deemed insufficient for the capital-intensive
needs of Al ventures. Moreover, public funding lacks follow-on mechanisms, leaving startups
stranded as they transition from prototype to commercial scaling. This creates a cycle of
dependency, where state support substitutes for private investment rather than catalyzing it.

5.2 INFRASTRUCTURAL & TECHNICAL BARRIERS

A robust Al ecosystem requires reliable access to high-performance computing, scalable cloud
infrastructure, and large, high-quality datasets. In Uzbekistan, however, the costs of computing
and the scarcity of shared technical resources are among the most significant barriers to
Al innovation and adoption. These constraints slow down the development and scaling of
Al solutions, particularly for MSMEs, which lack the capital and technical teams of larger
corporations. The issue is compounded by delays in building national cloud infrastructure and
limited access to local language corpora, which are critical for training Al models.

High cost of compute and cloud services. For deep-tech startups, compute costs are the
single largest operational expense, often outpacing salaries or marketing. According to the
founder of one of the startups developing NLP tools for Uzbek and regional languages,
the team spends $22,000-25,000 per month on cloud inference, with training spikes of an
additional $5,000-6,000. These costs create prohibitive barriers to experimentation and
scaling. Without access to local GPU clusters, startups are forced to rely on foreign providers
such as AWS, Azure, or Google Cloud, increasing dependency on foreign infrastructure and
exposing companies to currency volatility and regulatory risks.

While large corporate players such as TBC Bank have the resources to run on-premises
compute environments for data, this approach is far too expensive and technically complex for
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most startups and MSMEs. The delayed rollout of a national cloud platform, initially planned
under the Ministry of Digital Technologies, has further limited access to affordable compute
resources. This has created a fragmented environment where individual companies must either
pay premium rates to foreign cloud providers or attempt costly, small-scale in-house setups.

There are promising efforts to close this gap. Uzinfocom, the national digital integrator,
recently announced the procurement of H200 GPU clusters and plans to provide free access
windows for startups, enabling early-stage ventures to train and test models without incurring
unsustainable expenses. However, these programs are still in their early stage and need clear
operational frameworks to ensure equitable access.

Scarcity of Uzbek-language datasets and benchmarks. Al innovation depends as much
on data quality as it does on compute power. Uzbekistan's startups and research institutions
face a severe shortage of high-quality Uzbek-language corpora, labeled datasets, and
standardized benchmarks. This is particularly problematic for NLP, speech recognition, and
text-to-speech systems.

Startups interviewed specify that they built their own datasets from scratch, diverting scarce
resources away from product development. Universities such as INHA and ITPU report similar
struggles, noting that thin datasets make it difficult to train students on real-world problems
or to create competitive Al models. The NSC has made progress through its Open Data Portal,
which hosts over 10,000 datasets from 20+ ministries, but these are often unstructured and
lack the annotation needed for Al applications.

Uzinfocom and AlRI are exploring the creation of curated corpora and standardized evaluation
suites, but these efforts require sustained investment and cross-sector collaboration. Without
standardized benchmarks, it is challenging to measure progress or ensure interoperability
between systems, which in turn slows down the maturation of the Al market.

Limited access to foundation models and testing environments. Access to state-of-the-
art foundation models (such as GPT, Llama, or BERT derivatives) remains uneven. Larger
players, including state-owned enterprises and top-tier corporates, are able to negotiate
licenses or build proprietary systems, while smaller startups and MSMEs are left with free,
lower-performance models that cannot compete commercially.

AICA, emphasized that “access to capable foundation models and local datasets matters
most for startups”. Without this, many MSMEs cannot even begin to prototype Al
applications. Similarly, sandbox environments for safe testing and experimentation are still
underdeveloped. Although a national regulatory sandbox was introduced by Presidential
decree in 2022,% it has been criticized as overly broad and slow, with unclear roles for private-
sector participants. This discourages experimentation and prevents startups from validating
solutions in a controlled, low-risk setting.

Data localization and on-premises requirements. As described earlier, regulatory
requirements for data localization impose additional infrastructure costs. Banks and other
highly regulated sectors are forced to keep all personally identifiable information (PIl) on
local servers, driving demand for expensive on-premises setups. While these rules are
designed to protect privacy, they unintentionally raise barriers to innovation by preventing
cloud-based Al development. The lack of “trusted compute lanes” — secure, certified cloud
environments for non-sensitive data — means that even anonymized datasets cannot be
easily processed on affordable infrastructure. This drives up costs and slows deployment,
particularly for startups and MSMEs that cannot afford their own secure systems.

% The Presidential Decree “On measures to simplify state regulation of entrepreneurial activity as 9 November 2022 (Yka3
Mpe3ngeHTta «O Mepax Mo ynpoLLeHNo rocyJapCTBEHHOTO PEryMpoBaHna NpeanpuHUMaTenbCKon desTenbHocTm» YI-
244 o1 9 HosAb6psa 2022).
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Rigid procurement and limited pilot opportunities. Technical innovation is further
constrained by rigid government procurement processes that favor traditional, specification-
driven contracts over agile, experimental approaches. This problem particularly affects Al
startups, which need KPI-first pilot programs to demonstrate value and refine solutions before
scaling. Without flexible procurement mechanisms, the government remains a limited partner
in innovation, and startups struggle to find anchor clients that can validate their products.

5.3 HUMAN CAPITAL & SKILL GAPS

A strong Al ecosystem depends on a steady pipeline of skilled specialists and business leaders
who can integrate emerging technologies into their operations. In Uzbekistan, however,
a severe shortage of Al talent, low levels of Al literacy among business executives, and a
persistent mismatch between education programs and market needs represent some of the
most urgent barriers to sustainable Al-driven growth. These challenges affect every level of
the economy: from startups struggling to recruit engineers, to MSME owners unaware of
Al's potential, to policymakers tasked with governing a fast-moving technological domain.

Critical shortage of Al specialists. Uzbekistan's pool of advanced Al talent remains limited.
Few universities currently offer dedicated Al degrees or specialized tracks in Machine
Learning, NLP, or computer vision. INHA University, one of the country's leading technical
institutions, reports that Al faculty are scarce, and that infrastructure for high-performance
computing and data access is still underdeveloped. While IT Park University has integrated
Al concepts across all majors and introduced responsible-use teaching, it acknowledges that
producing graduates with applied Al expertise will take years to scale.

As a result, most Al startups are forced to train junior hires internally for three to six months
before they can contribute meaningfully to development. Tilmoch, a deep-tech NLP startup,
notes that there are virtually no domestic specialists in advanced areas such as text-to-speech
or automatic speech recognition, which results in requiring intensive, costly on-the-job training.
This slows product development cycles and limits the competitiveness of local ventures.

The government’s National Al Strategy 2030 has set ambitious targets, including establishing
10 Al laboratories by 2030 and training 1,000 highly qualified Al specialists, with two pilot
labs already launched at INHA and TUIT universities. While these initiatives are promising,
they remain at an early stage and require sustained investment and close collaboration with
industry to ensure alignment with real-world business needs.

Low executive Al literacy. Beyond technical talent, executive understanding of Al is relatively
low, which is named by one of the interviewees the most critical obstacle to Al adoption. Many
CEOs and MSME owners lack a basic grasp of how Al can improve their operations, leading to
hesitation, underinvestment, and missing opportunities for automation, analytics, or customer
personalization. The result is a paradox: while Al solutions exist in the market, businesses
often do not adopt them because decision-makers lack confidence in their potential return
on investment. According to another interviewee, companies are often reluctant to invest in
Al tools unless they are presented with clear, evidence-based demonstrations of return on
investment, comparing performance before and after implementation. This creates a cycle
where startups cannot secure anchor clients, and businesses remain stuck with outdated,
inefficient practices.

Mismatch between education and market needs. Current training programs are misaligned
with the needs of the private sector, particularly in rapidly evolving fields such as generative
Al and human-in-the-loop systems. Universities have made important progress through
initiatives like the One Million Uzbek Coders program and new joint Al degree tracks,
but curricula remain theoretical and lack close connections to industry challenges. While
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public initiatives like hackathons have spurred interest in Al among youth, there are limited
opportunities for programs or internships where students can gain hands-on experience
with real datasets and commercial projects. As a result, graduates often lack the practical
skills required by employers, leaving companies to shoulder the burden of post-hire training.

Public Al literacy and responsible use. At the broader societal level, public understanding of
Al remains limited. While Al-powered services such as chatbots are becoming more common,
many citizens do not fully understand how these systems work or their implications for
privacy and ethics. Universities like INHA and IT Park University are taking steps to address
academic integrity and responsible Al use, employing tools such as viva-style assessments
and Al detection software to prevent misuse of generative models. However, these efforts
are isolated and not yet scaled nationally.

5.4 DATA GOVERNANCE & Al REGULATORY BARRIERS

Clear and predictable rules for data governance and Al governance are essential for enabling
innovation, building trust, and ensuring that Al adoption delivers social and economic
benefits. For MSMEs in particular, regulatory certainty lowers compliance costs, encourages
investment, and creates a level playing field with larger firms.

While closely linked, data governance and Al governance address different aspects of the
ecosystem. Data governance refers to the frameworks, standards, and practices that ensure
the availability, quality, privacy, and lawful use of data. It includes rules on personal data
protection, localization, sharing mechanisms, and open data standards. Al governance, by
contrast, refers to the policies and regulations that guide the development, deployment, and
oversight of Al systems themselves — covering issues such as transparency, accountability,
labeling of Al-generated content, and sectoral risk management. Together, these regimes
form the institutional backbone of a safe and innovation-friendly Al ecosystem. Accordingly,
this section examines regulatory barriers in two groups: those related to data governance
and those related to Al governance.

Data governance barriers

Compliance costs. As described earlier, Uzbekistan’s Law on Personal Data (2019)
established a baseline legal framework for privacy and security, forming the safe and
trustworthy foundation of the data governance regime in the country. However, compliance
requirements such as mandatory registration of databases and data localization impose
disproportionate costs on smaller firms. Database registration entails the formal submission
of every system containing personal data, a process that often necessitates hiring legal or
IT consultants, thereby extending timelines and inflating expenses. Data localization rules
further oblige companies to store citizens’ data on local servers, restricting access to more
affordable international cloud services. For startups, this translates into higher hosting and
maintenance expenses — sometimes two to three times the cost of international alternatives
— creating a disproportionate burden larger corporates are better positioned to absorb.

Data access and quality gaps. Stakeholders emphasized that limitations in data access
and quality further compound compliance burdens. The national Open Data Portal®® now
hosts more than 10,000 datasets contributed by over 150 institutions, yet many remain
outdated, inconsistently formatted, or insufficiently annotated for use in Al applications.
For entrepreneurs, this means that substantial time and resources must be devoted to
cleaning, labeling, and structuring datasets before they become usable for model training
or analytics. Beyond public sources, the absence of a clear legal framework for business-
to-business, business-to-government, or government-to-business data sharing creates
% data.egov.uz
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additional friction. Startups seeking access to government or corporate datasets must often
negotiate individual agreements, which can take months and involve complex administrative
processes. These challenges delay product development cycles, raise costs, and limit the
ability of smaller firms to compete with established players who can more easily navigate
regulatory or contractual hurdles.

Al governance barriers

Regulatory predictability & proportionality. As previously explained, Uzbekistan has begun
to lay the groundwork for Al oversight: the draft law “On Regulating Relations Arising from the
Use of Artificial Intelligence” (first reading, April 2025) introduces measures such as labelling of
Al-generated content and restrictions on unlawful personal-data use by Al systems. These steps
signal a commitment to safety and accountability, yet they remain broad and insufficiently
operationalized for businesses — especially MSMEs that need clear, low-friction compliance
paths. Moreover, the stricter data privacy provisions of the legislative proposal may intersect
with existing data governance rules in ways that amplify compliance costs, raising the risk of
creating a cumulative regulatory burden that is unbearable for many MSMEs.

The future Al law should prevent harm without over-regulating, seeking to align with emerging
international best practices such as the EU Al Act,” which emphasizes a proportionate, risk-
based approach.”® For Uzbekistan, the challenge is to strike the right balance: safeguarding
citizens' rights and ensuring accountability, while at the same time enabling innovation and
lowering barriers for MSMEs. Stakeholders interviewed consistently stressed that regulation
should not be introduced for its own sake. Instead, it should respond to real market needs
and demonstrated risks, ensuring that rules are targeted, practical, and capable of building
trust without constraining early-stage innovation. In this sense, adopting a measured,
demand-driven approach — prioritizing clarity and flexibility over premature rigidity — would
allow the Al governance framework to evolve alongside the country’s ecosystem, rather than
getting ahead of it.

Assurance, accountability & sandbox execution. The National Al Strategy 2030 sets out
guiding principles of fairness, transparency, and human oversight, yet these remain at the
level of aspiration. They have not been translated into binding, testable requirements such
as standardized documentation, explainability protocols, or evaluation benchmarks, leaving
companies without a common framework for demonstrating “responsible Al” in practice.

A recurring concern in stakeholder interviews was the limited effectiveness of the current
sandbox framework introduced under the Cabinet of Ministers Resolution No. 617, as of
November 23, 2023, as described before. While intended to enable experimentation, it
is perceived as overly broad, slow, insufficiently tailored to Al, and with unclear roles
and responsibilities. As one of the interviewees noted, a sandbox matters only if it helps
resolve practical barriers such as data access and rapid piloting. What is needed is a fit-for-
purpose Al sandbox that is narrowly scoped, KPI-driven, and supported by clear governance
structures. Such a sandbox should focus on resolving real operational bottlenecks —
data access, interoperability, and testing under controlled conditions — while producing
published outcomes that inform broader regulation. Coupled with assurance tools that are
proportionate and accessible, this would allow Uzbekistan to strike a balance between trust
and innovation, enabling early-stage firms to scale responsibly without being overburdened.

97 Regulation (EU) 2024/1689 of the European Parliament and of the Council of 13 June 2024 laying down harmonised rules
on artificial intelligence (Al Act), OJ L, 2024/1689.

% European Commission, ‘Al Act’ < https://digital-strategy.ec.europa.eu/en/policies/regulatory-framework-ai>.
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6 | SOLUTIONS & RECOMMENDATIONS
ON Al GOVERNANCE

This Chapter translates the barriers identified in Chapter 5 into a set of actionable
recommendations for policymakers, facilitators, and market participants. The methodology
combines three sources: desk research, including comparative analysis of international best
practices; stakeholder interviews, capturing the expectations and demands of MSMEs,
regulators, and ecosystem actors in Uzbekistan; and policy mapping, aligning national
strategies with ongoing regulatory initiatives.

To ensure clarity and usability, the recommendations are structured around three groups
of stakeholders, each forming a dedicated subsection. Organizing the recommendations in
this way not only highlights the distinct responsibilities of each group but also reflects their
interdependence, ensuring that solutions are actionable within each stakeholder domain
while contributing to the overall coherence of Uzbekistan's Al governance framework. As
described in Chapter 4, these groups of stakeholders are:

B Market regulators, who define legal and policy frameworks and oversee compliance;
® Market facilitators, who provide infrastructure, skills, and capital; and

B Market participants, who develop and adopt Al solutions and navigate compliance
obligations.

Each recommendation is explicitly linked to the barriers identified in Chapter 5, ensuring
that proposed measures respond directly to the most pressing challenges — whether they
concern compliance costs, regulatory uncertainty, gaps in data access and quality, or
shortcomings in sandbox execution. As outlined in Annex Il, the solutions target more than
one barrier at a time, enhancing the overall consistency and mutual reinforcement of the
action points. Rather than presenting broad or aspirational principles, the recommendations
are framed as practical implementation pathways, detailing how different actors can take
concrete steps to address these issues. In addition, each measure is assessed in terms of
its expected outcomes and relative impact, allowing policymakers and stakeholders to
prioritize actions that will deliver the greatest benefit in strengthening Uzbekistan's Al
ecosystem and ensuring that governance evolves in a way that is both proportionate and
innovation-friendly.

6.1 FOR MARKET REGULATORS (GOVERNMENT)

Market regulators — such as the MDT, the Center for the Development of Artificial Intelligence
and the Digital Economy, the NSC and Sectoral Regulators — set the foundations for
Uzbekistan’s Al ecosystem. Their role is to provide a clear, predictable, and proportionate
regulatory environment that protects citizens while enabling innovation. As highlighted
in Chapter 5, the most pressing challenges include compliance costs, regulatory uncertainty,
sandbox limitations, assurance gaps, and weaknesses in data access and quality. The
following recommendations set out practical measures that directly address these barriers.

Operationalize the Al regulatory framework with proportionality
An Al law is an essential step toward building legal certainty around Al, but its provisions
must avoid premature or excessive regulation. A risk-based framework, similar to
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international best practices (such as the EU Al Act®), would assign lighter requirements to
low-risk applications and stricter controls to high-risk uses (e.g., in finance or healthcare).
This reduces regulatory uncertainty while giving MSMEs predictable and proportionate
compliance paths.

Atthe sametime, itis not always necessary to regulate immediately through a comprehensive
law. In the initial period, the government can rely on sectoral decrees, governmental
resolutions, and soft-law instruments that clarify principles and establish limited obligations
where most needed. This initiative can be led by the MDT and the planned Presidential Agency
for Al —the driving force behind digital governance reforms —and joined by sectorial minis-
tries, as well as by market facilitators and market participants. The phased and collaborative
approach allows regulators to first observe where risks materialize in practice and to
determine what exactly requires regulation before codifying broader legal requirements.
Such an approach would ensure that the Al law, once fully enacted, is evidence-based,
operationally relevant, and aligned with the real needs of the ecosystem.

Action points:

B Adopt a phased regulatory approach: begin with governmental decrees and sectoral
resolutions to establish initial rules in high-priority sectors (e.g., finance, healthcare,
transport). Use these instruments to define key concepts, the scope of Al use, and
ethical principles, without imposing full compliance obligations.

¥ Pilot before codifying: collect evidence on risks, compliance challenges, and sectoral
needs to determine where regulation is most necessary.

® Design a risk-based framework: differentiate obligations by risk tiers: minimal for low-
risk systems (e.g., chatbots), proportionate for medium-risk, and strict for high-risk (e.g.,
credit scoring, medical diagnostics). Avoid blanket requirements that disproportionately
affect MSMEs.

B Embed Al ethics guidelines: adopt the Al Ethics Guidelines, integrating core principles
fairness, transparency, accountability, human oversight, safety, and inclusiveness) to be
further implemented into the Al Law.

H Codify comprehensive law once evidence is sufficient: draft and adopt the full Al
law only after identifying which areas truly require regulation. Ensure the law includes
clear allocation of roles, liability, conformity assessment, and certification pathways.
Regularly review and update the law in line with evolving risks and technologies.

Introduce an Al and data maturity assessment framework for market regulators

One of the key institutional barriers identified in previous chapters concerns the limited
readiness of public regulators to manage, adopt, and supervise Al systems effectively.
While national strategies and legal instruments are advancing, ministries and agencies
often lack the organisational structures, human capacity, and data foundations required to
operationalize these policies. This results in uneven implementation, fragmented oversight,
and reduced confidence in the regulatory process.

To address this, Uzbekistan should establish two complementary institutional instruments
— an Al maturity assessment framework and a data maturity assessment framework — to be
applied within key public authorities.

These frameworks are not abstract ecosystem indices, but practical, step-by-step
management tools designed to help institutions assess and improve their internal

9 The Al Act (n 96).
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capacities. Each framework uses the same six structural pillars, ensuring coherence between
Al capability development and data governance strengthening.

The Al maturity framework. The Al maturity framework evaluates how far a regulator
has progressed in adopting, governing, and supervising Al responsibly and effectively. It
provides a structured path for institutional improvement across six pillars:

Existence of a clear vision, roadmap, and measurable objectives for Al adoption

SIELEEY CHEE aligned with institutional and national priorities.

Availability of Al-related skills, leadership commitment, defined roles, and a

Feiple L Cliae culture of innovation and responsible use.

Technology & Adequacy of tools, platforms, and computational infrastructure supporting Al
Infrastructure development, testing, and deployment.

Maturity of processes for integrating, monitoring, and maintaining Al systems,

Al Operations & Ecosystem and capacity to collaborate with industry, academia, and other regulators.

Al Governance, Ethics & Presence of internal policies and mechanisms ensuring fairness, transparency,
Risk accountability, and risk management in Al systems.
Data (for Al Use) Readiness and accessibility of datasets for Al training, validation, and

monitoring, including quality and domain relevance.

Applied internally, this framework helps each regulator identify strengths and weaknesses,
prioritise resource allocation, and monitor institutional progress over time.

Data maturity framework. The data maturity framework complements the Al framework
by focusing on how institutions manage data as a strategic asset and ensure its reliability,
security, and reusability. It uses the same six-pillar structure, applied to data governance:

Clarity of data vision, ownership, and alignment with broader digital-

Slizitgy € vellus transformation objectives.

Presence of data stewardship roles, data-literacy programmes, and leadership

Feelple 2 Eliae commitment to evidence-based policymaking.

Technology & Adequacy of data platforms, catalogues, and interoperability mechanisms
Infrastructure across public institutions.

Data Operations & Maturity of data-management processes, integration with other agencies, and
Ecosystem mechanisms for secure B2G and G2B data sharing.

gaé?s(k.?uovernance, Billics Frameworks ensuring data protection, privacy, ethical use, and risk mitigation.

Standards, controls, and monitoring mechanisms ensuring datasets are

BEIE) QU157 1R accurate, timely, and usable for Al and analytical purposes.

Together, the two frameworks provide a coherent foundation for regulators to progress
from isolated digital initiatives toward coordinated, evidence-based governance of Al and
data.

Action Points:

® Develop and localize the frameworks. Adapt the Al and data maturity frameworks
to Uzbekistan’s institutional context, defining clear indicators, scoring scales (Basic —
Ready — Dynamic — Advanced), and improvement pathways.

® Pilot within key authorities (e.g MDT and MoEF). Conduct the first assessment to
establish a baseline, identify priority actions, and prepare an implementation roadmap
for both Al and data maturity.
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® Extend to other regulators. Roll out to the Center for Al and Digital Economy, NSC,
and key sectoral regulators (finance, transport, healthcare) to ensure comparability and
policy coherence.

B Link results to capacity-building and sandbox design. Use assessment findings to
plan training programmes, adjust organisational structures, and improve regulatory
sandboxes and assurance mechanisms.

M Institutionalise periodic reviews. Repeat assessments every two to three years, using
results to inform policy updates, resource planning, and inter-agency coordination.

Develop an Al procurement framework for government

Public procurement is one of the most powerful levers the government has to shape Al-friendly
markets and incentivise trustworthy adoption. In the public sector, misaligned procurement
practices often lock agencies into legacy systems, slow down innovation, or favour large
incumbents. For Al to transform government, procurement must evolve — to demand not
only functionality, but trust, transparency, flexibility, and continuous improvement.

For Uzbekistan, a dedicated Al procurement framework would help the MDT and sectoral
regulators embed Al-specific standards into vendor selection, contract design, and
post-deployment oversight. This ensures that public sector Al deployments are not only
performant but aligned with regulatory principles.

Key elements of an Al procurement framework:

® Functional and assurance requirements. Procurement specifications should require
not only performance targets but also deliverables on fairness, robustness, auditability,
and explainability.

B Modular, incremental contracting. Use phased deliverables (pilot — scale -
maintenance) to manage risk and enable iterative refinement.

B Open standards and interoperability. Require that Al solutions conform to open APIs,
data standards, and modular architectures to avoid vendor lock-in.

B Contractual guardrails for adaptation. Include clauses for model retraining, error
mitigation, external audits, and termination if risks materialize.

mShared evaluation and benchmark datasets. Use standard challenge datasets or
synthetic testbeds to compare vendor proposals fairly.

BVendor maturity assessment. Require vendors to disclose their Al maturity, data
governance, and ethical practices as part of bid evaluation.

B Transparency and audit rights. Reserve rights to inspect code, logs, and training data;
mandate reporting of model drift, bias, and performance degradation over time.

m Skill transfer and capacity building. Include vendor obligations to train government
staff, share documentation, and support knowledge transfer.

Action points:

® Draft Al procurement guidelines: the MDT (or central procurement agency) should
issue a ministerial directive or regulation that establishes Al procurement principles,
template clauses, and criteria.

® Pilot with one or two high-impact tenders: apply the Al procurement framework in
real procurement (e.g. public health, transport, smart city) to test feasibility, vendor
response, and integration challenges.
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® Develop a vendor registry / prequalification scheme: Maintain a list of pre-vetted
vendors that meet minimum Al maturity and data governance standards, to speed
procurement cycles.

B Train procurement officers: equip contracting officers, sectoral regulators, and
evaluation committees with technical literacy in Al, including how to review model
cards, assurance documents, and risk plans.

M Establish monitoring & feedback loop: after procurement, evaluate how well the Al
system meets contractual assurances (bias, robustness, adaptation). Use lessons learned
to refine the procurement framework and update bid templates.

This Al procurement framework complements the maturity assessment tools (for Al and
data) by ensuring that regulators and public agencies not only become capable internally but
also drive external market behaviour toward trustworthy, innovation-friendly Al adoption.

Streamline privacy compliance and strengthen data-access governance

Data governance frameworks in Uzbekistan present a dual challenge for businesses: on
the one hand, privacy compliance rules such as mandatory data localization impose
disproportionate costs on smaller firms; on the other hand, data access and quality gaps
make it difficult for startups to obtain usable datasets for Al development. The requirement
to store citizens' data on local servers prevents the use of more affordable international
cloud services. Moreover, inconsistent, outdated, or poorly annotated datasets force
entrepreneurs to invest heavily in cleaning and preparation. MSMEs, in particular, lack the
resources to manage these costs and delays, leaving them at a competitive disadvantage
compared to larger corporates.

While the Open Data Portal hosts more than 10,000 datasets, many remain outdated,
inconsistently formatted, or insufficiently annotated for Al training. Beyond public datasets,
there is also no comprehensive framework for business-to-business (B2B), business-to-
government (B2G) and government-business (G2B) data sharing. This forces startups to
negotiate individual agreements, adding months of delay and considerable costs to product
development.

International best practices show that countries addressing this challenge — such as the
EU with sectoral data spaces, or Singapore with trusted data intermediaries — enable
innovation while safeguarding privacy. For Uzbekistan, introducing structured mechanisms
for data sharing, cataloguing, and secure access would help create a legally robust and
innovation-friendly data economy. By reducing duplication, improving dataset quality,
and ensuring privacy-preserving access, these measures would allow startups and MSMEs
to focus resources on building Al solutions rather than cleaning or sourcing fragmented
data. Common leadership of the MDT and the Personalisation Agency can facilitate
implementation of the action points below.

Action points:

M Establish a legal framework for B2B, B2G and G2B data sharing. Define clear rights
and responsibilities for companies and public institutions when sharing data. Introduce
standardized model contracts and safeguards aligned with the Law on Personal Data
(2019).

® Appoint trusted intermediaries. Designate organizations such as IT Park, Uzinfocom,
or the NSC to act as neutral data stewards, ensuring compliance and brokering access
agreements.
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B Develop a national Al data catalogue. Expand the Open Data Portal into a compre-
hensive catalogue covering both public and shared private-sector datasets. Require
standardized metadata and usability tags to make datasets Al-ready.

B Support dataset quality and annotation for Al use. Develop and fund programs to
clean, label, and structure high-value datasets in priority sectors (e.g., health, finance,
transport). Build a national repository of pre-processed datasets available to accredited
startups and research institutions.

B Re-evaluate data localization rules. Review existing requirements to ensure they are
proportionate and do not unnecessarily block access to cost-effective cloud services.
Pilot hybrid solutions (e.g., sensitive data stored locally, anonymized or derived data
processed in international clouds). Explore secure processing environments (e.g.,
encrypted compute, federated learning) to reconcile privacy with innovation.

Leverage sandboxes to support Al adoption across Uzbekistan’s priority sectors

As mentioned previously, Uzbekistan’s National Al Strategy, defines priority areas for the in-
troduction of Al technologies. Al sandboxes could help address some of these Al adoption
challenges, particularly with regards to data access and regulatory clarity on Al adoption.

Action points:

® Help MSMEs safely develop and test Al-enabled solutions under the supervision
of regulatory authorities. In the financial sector, this includes experiments involving
automated credit scoring models, generative Al for customer service, and cybersecurity
tools for fraud detection. Supporting testing at early stages can reduce market entry
risks, increase the speed of innovation, and help local financial actors remain competi-
tive as the sector undergoes rapid digital transformation.'®

mUse Al sandboxes to accelerate responsible Al adoption. For example, financial in-
stitutions and fintech companies are increasingly exploring Al for fraud prevention,
risk management, creditworthiness assessment, and personalized financial services.
However, regulatory uncertainty, limited access to high-quality financial data, and ca-
pacity gaps make experimentation costly and slow for MSMEs. Al sandboxes can pro-
vide a controlled environment to address these issues.

B Develop Al sandboxes in collaboration with research institutions or universities to
help MSMEs access novel data and test their products in real-world environments.
This could lead to useful market learnings and help MSMEs scale. In healthcare, pro-
viding collaborative testing spaces that can also include health-care practitioners will
support trust in emerging uses of Al and serve as an educational exercise for regulators,

100 A helpful example of how to combine data access and Al testing within an Al sandbox to support MSME adoption of
emerging Al technologies is the UK Financial Conduct Authority Super Charged Sandbox. The Supercharged Sandbox
gives firms access to better data, technical expertise and regulatory support to speed up innovation. It is open to any
financial services firm looking to innovate and experiment with Al. The sandbox aims to help companies in the discovery
and experimentation phase with Al. South Africa’s Intergovernmental FinTech Working Group (IFWG) Regulatory
Sandbox offers another compelling example of how coordinated oversight can unlock responsible financial innovation
while strengthening regulatory capacity. Established to address gaps in regulatory clarity and promote meaningful
engagement between innovators and authorities, the sandbox enables fintech firms to test novel financial products
under temporary regulatory relief and direct supervisory guidance. Its collaborative, multi-regulator governance
model has supported advancements in areas such as crypto-asset oversight and index insurance, while also improving
regulators’ understanding of data governance, cybersecurity, and consumer-protection requirements associated with
Al-enabled solutions. The IFWG experience highlights the value of accessible sandbox structures that welcome startups,
foster trust between financial actors, and generate evidence to inform future frameworks, offering lessons that could
guide Uzbekistan in designing an Al sandbox that advances both innovation and financial inclusion.
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health policy officials and medical professionals in how they use Al and whether it is
beneficial.’!

m Sandbox pilots can generate practical evidence for regulators regarding the sys-
temic and consumer risks of Al tools. Experiments can assess fairness and accuracy of
Al-driven decisions, the robustness of data protection safeguards, and transparency of
algorithmic decision-making. These insights strengthen supervisory capacity and enable
more appropriate and risk-proportionate regulation. This guidance reduces compliance
uncertainty and costs for firms while ensuring products establish responsible practices
from the outset. This supports both innovation and trust in Al.

® Use Al sandboxes to uncover information asymmetries before developing a longer-
term Al-driven project. For example, in the energy sector, sandboxes can support Al
adoption by testing whether innovation responds to the needs of local communities
and better understand the impact and risks of Al within real-world environments. This
can help support dialogue between regulators, private sector and local communities
in designing energy policies and uncover any challenges with Al products and services
before larger investments and scaling.'%

6.2 FOR MARKET FACILITATORS (FINANCIAL SECTOR, ACADEMIA, IT PARKS)

Market facilitators — including IT Park, academic institutions, venture funds, and Al regional
associations — play a pivotal role in building the foundations of Uzbekistan’s Al ecosystem.
Facilitators ensure that the ecosystem has the infrastructure, talent base, and financial
mechanisms needed for growth. As highlighted in Chapter 5, key barriers remain: limited
access to affordable high-performance computing, persistent skill gaps, insufficient capital
for early-stage startups, and insufficient industry—academia linkages. If not addressed, these
bottlenecks can slow the development of Al applications, leaving local innovators dependent
on foreign infrastructure and talent. By contrast, well-designed interventions by facilitators
can generate positive spillovers across the ecosystem, lowering costs, expanding the talent
pool, and creating a pipeline of scalable Al solutions.

Strengthen Al education and talent pipelines

Human capital emerged from stakeholder interviews as one of the most binding
constraints on Al innovation in Uzbekistan. While institutions such as INHA University
Tashkent and ITPU have made important strides by integrating Al programs into their

curricula, these initiatives remain at an early stage and are concentrated in Tashkent.
101

Global examples of health tech sandboxes such as those undertaken by Indonesian’s Ministry of Health could provide
useful learnings. In 2023, they launched a regulatory sandbox to support the development of the digital health innovation
ecosystem and telemedicine. The sandbox was a testing mechanism for digital health innovation and included both the
public and private sector participants. The regulatory sandbox assessed the reliability of business processes and models.
The sandbox also encouraged service providers and regulators to jointly explore innovative business models and analyze
risks to society. This allowed the development of regulations that actively support the implementation of these new
technologies in the health sector. The test process generated learnings that resulted in solid recommendations for the
development of evidence-based regulations in the health sector. The sandbox has been benéeficial to health technology
developers, as it has allowed for the issuance of temporary regulations in the form of recommendations and guidance
for those who pass the supervision process, thereby strengthening the industry to test and evolve. The government
also prepared recommendations to help the implementation of this mechanism, leading to more specific policies and
regulations in the field of data-based health technology.

192 A notable example is Canada’s Innovation Sandboxes Project. A four-year project to encourage and enable the

innovation needed to meet low-carbon targets through the use of innovation sandboxes in jurisdictions across Canada.
The Innovation Sandbox is considered a “policy tool” that uses collaboration to create conditions for innovation to
be integrated into the energy system, allowing for the examination of real (and often perceived) barriers as well as
testing solutions in a real-world environment. The Sandbox uses tools such as Enquiry Services, Innovation Hubs, and
Regulatory Trials, along with mechanisms that capture lessons learned, to inform the development of policies.
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Many students graduate with theoretical knowledge but have limited exposure to
applied projects, internships, or industry partnerships that would prepare them
for real-world problem solving. MSMEs repeatedly noted that they struggle to hire
engineers who can immediately contribute to building or scaling Al systems. The issue
is compounded by regional disparities, with fewer Al-related programs in universities
outside the capital, leaving much of the country’s talent pool underdeveloped. Without
systematic investment in education, reskilling, and applied training, Uzbekistan risks
a widening skills gap that could undermine the competitiveness of its Al sector. This
challenge is particularly acute as demand for Al skills is rising not only in tech startups
but also in traditional industries like finance, logistics, and agriculture, where firms are
beginning to explore Al adoption.

Action points:

® Expand Al-specialized curricula. Broaden Al education beyond elite universities to
include vocational colleges and regional institutions. Embedding applied labs, capstone
projects, and competitions will ensure that graduates are work-ready.

M Incentivize industry-academia partnerships. Establish joint research grants, internship
programs, and sponsored chairs to strengthen collaboration between companies
and universities. These mechanisms would align research with market needs and give
students direct exposure to industry challenges.

MLaunch a National Al Fellowship Program. Provide scholarships, stipends, and
mentorship for high-performing students and young researchers to specialize in Al.
Such a program would not only retain talent but also create a visible pathway for careers
in the domestic Al sector.

Diversify funding and investment mechanisms

Access to capital remains a critical barrier for Al startups in Uzbekistan. Most early-stage
ventures continue to rely on self-financing, family networks, or small grants, as formal
venture capital and angel investor networks are still nascent in the country. This creates
a structural financing gap: while entrepreneurs can often fund the earliest stages of
experimentation, they lack the resources to progress from prototype to scalable product.
Existing initiatives such as UzVC's fund-of-funds model and the Yoshlar Fund'’s youth-
oriented programs are important steps forward, but their scale is modest relative to
ecosystem needs. Moreover, few financial instruments are designed specifically for Al
ventures, which tend to require larger upfront investments in data, computing, and
talent, and which operate on longer development cycles compared to typical software
startups.

Action points:

® Expand UzVC’s fund-of-funds model: invite foreign venture capital and institutional
investors to co-invest, providing both funding and expertise. This would increase deal
flow and diversify the investor base.

m Al-specific challenge funds: increase the number grant competitions targeting early-
stage Al startups with proof-of-concept projects. Winners would receive not only funding
but also mentoring and connections to accelerators.

m Strengthen blended finance instruments: combine grants with equity or convertible
loans to reduce risks for investors while giving startups room to scale. This approach
has proven effective in Europe and can help bridge the financing gap for Uzbekistan's
Al ventures.

49



ADOPTION OF Al IN THE PRIVATE SECTOR IN UZBEKISTAN DRIVERS, CHALLENGES, RECOMMENDATIONS

Strengthen support to Al community networks

Al ecosystems thrive when entrepreneurs, corporates, regulators, and researchers interact in
collaborative spaces that enable the free flow of ideas, skills, and resources. These networks
are essential for building trust, accelerating knowledge transfer, and creating opportunities
for startups to connect with potential partners or clients. In Uzbekistan, various hackathons,
training programs, and community events have started to play this role, but they remain
heavily concentrated in Tashkent, limiting regional participation and visibility. Startups
in Samarkand, Fergana, Nukus, or Bukhara often lack access to the same opportunities,
mentors, and competitions available in the capital. Moreover, engagement from corporates
and public institutions remains limited, reducing the potential for these initiatives to evolve
into pipelines for procurement, pilots, or co-creation projects. Without stronger support
for community-driven collaboration, Uzbekistan risks an ecosystem that is fragmented and
overly centralized, missing out on the innovative potential of its regional talent base.

Action points:

B Scale community platforms beyond Tashkent: provide financial and logistical support
to establish regional hubs, ensuring that hackathons, meetups, and training programs
reach secondary cities and university centers.

® Launch a “National Al day”: organize an annual flagship event rotating across regions
to showcase local talent, attract investors, and foster structured policy-industry dialogue.

B Encourage corporate sponsorship of community initiatives: offer incentives (e.g., tax
benefits, branding opportunities) for corporates and banks to sponsor hackathons and
innovation challenges linked to real-world sectoral problems.

B Embed community events into national strategies: integrate community-led
activities into the National Al Strategy 2030, positioning them as official vehicles for
skills development and innovation.

B Create industry-linked competitions: design hackathons in priority sectors (e.g.,
agritech, fintech, smart mobility), with winners fast-tracked into sandboxes or
government-supported pilot programs.

B Supportinternational partnerships: facilitate collaborations with global Al communities
to bring foreign mentors, investors, and experts into Uzbekistan’s innovation ecosystem.

6.3 FOR MARKET PARTICIPANTS (MSMES & BUSINESS ASSOCIATIONS)

Market participants such as startups and business associations are the frontline actors
of Al adoption. They are the ones building Al solutions, embedding them into products
and business operations, and interacting directly with both regulators and consumers.
Their choices and practices shape not only the pace of Al implementation but also public
trust in the technology. As highlighted in Chapter 5, market participants face interlinked
barriers including disproportionately high compliance costs for startups and MSMEs, limited
access to quality datasets requiring heavy investment in cleaning and labelling, risk-averse
procurement practices that hinder scaling, and the absence of standardized assurance tools
or certification pathways that make it difficult to credibly signal compliance and safety.

Addressing these challenges requires action not only from regulators and facilitators
but also from the Al innovators themselves. Market participants need to build trust
proactively by adopting voluntary responsible Al practices, transparently communicating
risks and safeguards, and sharing lessons from pilots. They also have a role to play in shaping
governance frameworks through structured feedback and participation in consultations,
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ensuring that regulations remain proportionate and aligned with operational realities. In
doing so, they can help create a governance environment that balances safety with innovation,
while demonstrating that Uzbek companies are capable of deploying Al in a responsible,
competitive, and consumer-friendly way.

Accelerate Al adoption through structured experimentation and sandboxes

To enable safe and rapid Al adoption in Uzbekistan, market players should adopt an
experimentation-driven approach.

Organisations should begin with small, well-scoped pilot projects that test mature Al
models in real operational settings, allowing them to validate data readiness, governance
requirements, and return on investment before scaling. These pilots act as low-risk “learning
laboratories,” generating evidence, building institutional confidence, and creating replicable
blueprints for wider deployment. In parallel, companies should invest in upskilling and cross-
functional teams to internalise capabilities. Embedding responsible Al practices from the
outset ensures experimentation strengthens trust, reduces risks, and prepares the ecosystem
for sustainable, large-scale Al transformation.

As this experimentation capability matures, organisations should transition naturally into
using regulatory sandboxes as structured extensions of their pilot strategy. Sandboxes allow
companies to test solutions under supervisory guidance while demonstrating compliance,
credibility, and readiness for market deployment. To maximise their value:

B Treat sandbox participation as a compliance rehearsal. Use sandbox pilots to
document processes, risk mitigation, and safety measures, creating a ready-made
compliance package that can later be shared with clients and regulators.

® Align pilots with clients’ priorities. Design sandbox use cases around real needs of
potential anchor clients (e.g., banks, hospitals, ministries), so that pilot outcomes directly
feed into procurement decisions.

¥ Publish transparent pilot results. Share outcomes in accessible formats (e.g.,
performance metrics, user feedback, limitations) to build trust among investors,
customers, and the broader ecosystem.

M Engage proactively with regulators during pilots. Seek feedback and clarify
compliance expectations during sandbox trials to anticipate future requirements and
demonstrate collaborative responsibility.

B Leverage pilots as marketing assets. Position successful sandbox participation as a
credibility signal in investor pitches, customer negotiations, and media outreach.

M Build cross-sectoral pilots. Where possible, partner with corporates or public agencies
in sandboxes to showcase multi-stakeholder collaboration, which strengthens legitimacy
and widens potential adoption.

Engaging private sector in key Al national lighthouse initiatives

Al lighthouse initiatives are a powerful accelerator for national Al adoption because they
demonstrate, in a tangible and low-risk way, how Al improves real operational processes.

When market participants can observe measurable gains better service quality, reduced
costs, faster decision-making uncertainty drops and confidence rises. These initiatives also
generate reusable blueprints that regulators, technology firms, and SMEs can quickly adapt,
creating alignment on data governance, interoperability, and responsible Al practices.
As practical learning environments, they build local talent and signal to investors and
development partners that the market is ready for scale. Below an example of how a practical
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Al lighthouse initative could be set up and deployed in Uzbekistan in one of the key sectors
for Al development.

For Uzbekistan, healthcare is an ideal domain for such a lighthouse. The UAE-Uzbekistan
collaboration in health services has already shown the value of linking mature innovation
ecosystems with emerging ones, rather than attempting to build entirely new structures
from scratch. The lesson is clear: focus on service delivery and user-facing value, not just
infrastructure.

A national “citizen front-end” platform similar to the UK's NHS App'® or the UAE’s Sahatna'®*
offers a timely and high-impact lighthouse opportunity. This approach creates a visible
national entry point for Al-enabled preventive care, diagnostics support, and personalised
health recommendations.

A practical pathway would be to connect Uzbekistan's rapidly growing healthtech ecosystem,
illustrated by innovators such as Sino Al and AlScan with Abu Dhabi Life Science Hub (M42)
and the Department of Health’s new Population Health Intelligence platform. The initiative
can be co-designed with Uzbekistan’s emerging innovators combining their advanced
capabilities with international partners experience and capitals, creating a lighthouse with
clear economic, social, and system-wide impact.

Build data-sharing partnerships

Until a comprehensive legal framework for data sharing and reuse emerges, MSMEs
themselves can take the initiative in improving data availability. Instead of waiting for
regulators to establish B2B, B2G, and G2B sharing mechanisms, companies can build
collaborative arrangements with peers, universities, and corporates to co-develop and
pool datasets. Startups can also contribute cleaned and annotated datasets back into open
repositories, positioning themselves as trusted actors and benefiting from network effects
when others do the same. Engaging in cross-sector data partnerships, federated learning
pilots, or joint annotation projects not only reduces duplication of effort but also strengthens
the collective resource base available for Al development in Uzbekistan. By investing early
in transparent, privacy-preserving data-sharing practices, firms can demonstrate leadership,
attract partners, and accelerate innovation — while signalling to regulators what types of
frameworks would be most useful to formalize in the future.

Action points:

¥ Form data-sharing consortia. Collaborate with peers, corporates, and universities to
pool sector-specific datasets (e.g., in fintech, agritech, or healthtech), reducing duplication
and expanding resources. A particular promising area is healthcare. By establishing
a comprehensive data-sharing framework between healthcare providers, research
institutions (e.g. Our research future initiative in UK)'®, biotechnology companies, and
international partners (e.g Uzbek Genome Program), Uzbekistan can accelerate precision
medicine adoption, enable population-wide health screening programs, and position
itself as a regional hub for genomic and biomedical research.

M Contribute to open repositories. Share anonymized, cleaned, or annotated datasets
back into public platforms such as the Open Data Portal or academic repositories,
strengthening the commons and gaining visibility.

103 https://www.nhs.uk/nhs-app/about-the-nhs-app/

104 https://www.doh.gov.ae/en/news/doh-launches-sahatna-the-revolutionary-all-in-one-healthcare-mobile-
app

15 https://digital.nhs.uk/services/nhs-digitrials/our-future-health-research-programme
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B Engage in joint annotation projects. Partner with other startups or research institutions
to co-invest in labeling and structuring raw datasets, lowering costs while improving
quality for all participants.

® Develop sector-specific benchmarks. Create and share testing datasets and evaluation
protocols for Uzbek-language NLP, speech recognition, or domain-specific Al tasks,
which can help standardize progress across the ecosystem.

B Showcase best practices to regulators. Document and publicize how collaborative
data initiatives safeguard privacy while boosting innovation, helping shape future B2B,
B2G and G2B frameworks.

Contribute to policy and standard-setting

An Al governance framework will only be effective if it is informed by real market needs rather
thanimposed in a purely top-down manner. Regulations that are detached from business realities
risk creating compliance burdens without meaningfully improving safety or trust. Conversely,
frameworks developed through dialogue with startups, corporates, academia, and civil society
are more likely to strike the right balance between innovation and accountability. For MSMEs,
this means actively engaging in consultations, pilots, and feedback loops — not only to flag
operational challenges but also to propose workable solutions. By sharing evidence from sandbox
participation, procurement pilots, or collaborative data initiatives, companies can help regulators
craft rules that are proportionate, feasible, and aligned with the local innovation context. This co-
creation approach ensures that Al laws and standards become enablers of growth, rather than
barriers, while also fostering trust between the private sector, government, and end users.

Action points:

M Actively participate in consultations. Provide structured feedback on draft Al laws,
decrees, and strategy updates, highlighting specific compliance challenges faced by
MSMEs and startups.

® Document lessons from pilots and sandboxes. Share case studies, performance results,
and compliance experiences with regulators to demonstrate what works in practice and
where rules may need adjustment.

B Form or join industry associations and participate in standardisation activities.
Collaborate through sectoral or cross-sector groups to create a unified industry
voice, making advocacy more credible and harder to ignore, participate to technical
standardisation committees (such as CEN/CENELEC JTC 21 and ISO SC 42 Artificial
Intelligence)

¥ Publish voluntary position papers or white papers: develop short policy briefs on
pressing issues (e.g., data access, sandbox design, Al in finance or healthcare) to inform
government discussions.

B Engage in public-private working groups: nominate company representatives for
multi-stakeholder committees that develop standards, ethical guidelines, or regulatory
pilots.

® Build partnerships with academia and civil society: work with universities, think tanks,
and NGOs to provide evidence-based recommendations that balance innovation, ethics,
and public interest.

M Leverage international forums: participate in regional or global Al dialogues (e.g.,
Central Asian digital summits, UN or OECD events) and bring back insights to shape
domestic policy debates.
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7 | ROADMAP & IMPLEMENTATION PLAN

7.1 IMPLEMENTATION ROADMAP & SEQUENCING
Methodology and approach

This roadmap builds on the recommendations from Chapter 6, sequencing them into short-,
medium-, and long-term steps aligned with Uzbekistan's National Al Strategy 2030. The
approach ensures that all reforms are achievable before 2030 and directly linked to the

barriers identified in Chapter 5. Actions are grouped by stakeholder responsibilities and
phased into:

® Short-term (2025-2026): early measures that deliver quick wins and reduce immediate
burdens.

B Medium-term (2027-2028): institutionalization of tools and frameworks to scale
adoption.

B Long-term (2029-2030): consolidation into a comprehensive governance system
aligned with global best practices.

This compressed timeframe reflects the urgency of building a trustworthy and innovation-
friendly Al ecosystem within the strategic horizon set by national policy.

To ensure that the roadmap is implemented effectively, a robust monitoring and evaluation
framework must be established. KPIs provide measurable benchmarks for tracking progress,
identifying bottlenecks, and making mid-course adjustments. These indicators should be
specific, time-bound, and aligned with the objectives of the National Al Strategy 2030.

The KPIs are grouped by stakeholder responsibility and phased according to the roadmap’s
short-term (2025-2026), medium-term (2027-2028), and long-term (2029-2030) horizons.

7.2 ACTIONS FOR MARKET REGULATORS

Market regulators are responsible for setting the legal and institutional foundation for Al.

Short-term (2025-2026) KPIs

Adopt decrees and sectoral resolutions clarifying Al Publication of decrees/resolutions clarifying Al ethics

ethics principles. framework.

Pilot Al and Data Maturity Frameworks to Al and Data Maturity Frameworks for pilot

Uzbekistan's institutional context government agencies are in place

Draft Al procurement guidelines Al procurement guidelines approved and Pilot Al

Launch voluntary Al Impact Assessment templates procurement framework with one or two agencies

for MSMEs. Launch of Al Impact Assessment template

Expand the Open Data Portal into a National Al Data (availability, uptake by MSMEs).

Catalogue with standardized metadata. Number of datasets in the National Al Data

Review data localization rules; pilot hybrid models ~ Catalogue with standardized metadata.

(local + anonymized international storage). Completion of review of data localization rules and
pilots of hybrid storage models.

Medium-term (2027-2028) KPIs

54



7 | ROADMAP & IMPLEMENTATION PLAN

Pilot Al and Data Maturity Frameworks into public
administrations

Pilot Al procurement framework in a few real tenders

Appoint trusted intermediaries to act as neutral data
stewards.

Create a registry of accredited Al auditors.
Embed ethical Al principles into sectoral regulations

Number of agencies progressing from basic to Al
ready and further (e.g Al dynamic)

Appointment of at least 2 trusted intermediaries for
data stewardship.

Establishment of a national registry of accredited Al
evaluators/auditors.

Publication of sector-specific Al guidelines (finance,
healthcare, transport)

Long-term (2029-2030)

KPIs

Enact a comprehensive Al Law with risk-based tiers,
clear roles/liabilities, and conformity assessments.

Number of agencies progressing from Al ready to Al
dynamic and further (e.g Al advanced)

Centralised Al procurement framework in place for
all public agencies

Allocate a central Al oversight authority.

Regularly review and update rules to align with
technological advances and international practices

Enactment of a comprehensive Al Law with risk-
based provisions.

Operationalization of a central Al oversight authority.

Annual compliance review reports published with
lessons learned and updates.

7.3 ACTIONS FOR MARKET FACILITATORS

Market facilitators provide infrastructure, skills, and capital.

Short-term (2025-2026)

KPIs

Launch an Al Infrastructure Fund to subsidize GPU/
cloud access.

Expand Al curricula across universities and vocational
programs.

Scale community platforms and hackathons to
regional hubs.

Expand UzVC's fund-of-funds to attract more foreign
co-investors.

Establishment of Al Infrastructure Fund and number
of startups supported through vouchers/credits.

Number of universities and vocational programs
integrating Al curricula.

Number of regional hubs hosting Al hackathons or
community events.

Volume of foreign co-investment mobilized through
UzVC's fund-of-funds.

Medium-term (2027-2028)

KPIs

Create a National Al Fellowship to retain talent.
Develop Al-specific challenge funds for MSMEs.

Institutionalize National Al Day for ecosystem-wide
collaboration.

Creation of National Al Fellowship program and
number of fellows supported annually.

Number of Al-specific challenge funds launched and
projects financed.

Participation levels in National Al day (humber of
startups, corporates, regulators, and international
partners).

Long-term (2029-2030)

KPIs

Establish dedicated Al research centers co-run by
academia and industry.

Position Uzbekistan as a regional hub for Al
infrastructure and talent.

Number of Al research centers co-run by academia
and industry.

International rankings/improvements positioning
Uzbekistan as a regional Al hub.

7.4 ACTIONS FOR MARKET PARTICIPANTS

Market participants drive Al adoption.
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Short-term (2025-2026)

KPIs

Design a framework for Al adoption through
structured experimentation

Use regulatory sandboxes as compliance rehearsals.
Form data-sharing consortia eg. in healthcare
leveraging existing initiatives (e.g UAE)

Share pilot results transparently with regulators and
partners.

A framework for Al experimentation is in place
Number of data-sharing consortia formed and
datasets co-developed.

Case studies of pilot projects documented and
shared.

Medium-term (2027-2028)

KPls

Accelerate Al experimentation and Al lighthouse
initiatives

Publish transparent sandbox/pilot outcomes.
Participate in consultations and working groups.
Contribute cleaned datasets to shared repositories.

Number of MSMEs/startups successful Al
experimentation.

Percentage of sandbox/pilot projects publishing
transparent outcomes.

Number of MSMEs engaged in policy consultations
or standards working groups.

Number of datasets contributed to open repositories.

Long-term (2029-2030)

KPIs

Develop sector-specific benchmarks (e.g., Uzbek NLP,
speech recognition).

Join international Al networks to bring insights back
to Uzbekistan.

Lead cross-sector partnerships with corporates and
regulators.

Creation of at least 3 sector-specific benchmarks
(e.g., Uzbek NLP, healthcare Al).

Participation of Uzbek firms in at least 5 international
Al networks/forums.

Number of cross-sector partnerships established
between startups, corporates, and regulators.

Share of Al solutions scaled from pilot to production
in priority sectors.

7.5 SEQUENCING AND DEPENDENCIES

The roadmap is interdependent:

M Regulators must deliver clarity and proportionate frameworks early (2025-2026) to
reduce uncertainty.

M Facilitators must expand compute, funding, and skills in parallel to enable scaling (2027-
2028).

B Market participants must engage in voluntary assurance and sandbox pilots to build the
evidence base regulators need for proportionate rules.

By 2030, Uzbekistan will have transitioned from fragmented pilots and early regulations to
a cohesive Al governance ecosystem: with proportionate law, strong infrastructure, skilled
talent, active startups, and trust-based assurance mechanisms in place.

Institutionalizing KPI monitoring

To ensure accountability, the Center for the Development of Artificial Intelligence and the
Digital Economy should serve as the central body responsible for collecting, publishing, and
reviewing KPI data. Progress reports should be issued annually, with input from independent
evaluators, industry associations, and academia. This mechanism will provide transparency,
build trust among stakeholders, and ensure that governance evolves in a measurable,
evidence-based way.
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7.6 CONCLUDING VISION

Uzbekistan has set an ambitious course with the National Al Strategy 2030, aiming to become
a regional leader in digital transformation and responsible Al development. Achieving
this vision requires more than legislative frameworks or infrastructure projects alone. The
evidence from this paper makes clear that the most effective path lies in creating a dynamic,
predictable, and supportive environment for Al entrepreneurs.

By addressing compliance burdens, improving access to data and compute resources, and
building practical assurance tools, policymakers can lower barriers for startups and MSMEs
while still protecting citizens and public trust. Facilitators — universities, IT Park, Uzinfocom,
venture funds, and community platforms — must strengthen the ecosystem by expanding
talent pipelines, affordable infrastructure, and financing channels. Market participants
themselves must adopt responsible practices, engage proactively with regulators, and
collaborate through data partnerships and sandbox pilots.

The recommendations outlined in this paper are designed not as abstract principles but
as actionable steps, sequenced across the 2025-2030 horizon. If implemented, they will
create a governance framework that is proportionate, evidence-based, and innovation-
friendly.

Ultimately, Uzbekistan’s national Al ambitions will be realized not through overregulation
or rigid controls, but by empowering its entrepreneurs to innovate responsibly, scale
confidently, and compete globally. A dynamic ecosystem, supported by enabling institutions
and responsive governance, will turn the vision of the Al Strategy 2030 into reality —anchoring
Al as a driver of sustainable growth, inclusion, and international competitiveness.
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8 | ANNEX

ANNEX I: LIST OF INTERVIEWEES

Annex Table 1. List of interviewed organizations and details on the sessions

Company/

Organization Name of representative Title of representative Inlterwew
ength
name
AICA Behzod Ismoilov Ecosystem leader 19/09/25 60 mins
AR Anv_arkhodJa Kadyrov, Leadership team (policy/ 25/08/25 60 mins
Laviza Iskhakova legal)
IFC Neil McKain Country Director 19/09/25 45 mins
L Dr. Sharof Suvanov, .

INHA University Dr. Kanat Sembiev, Faculty/program leads 29/08/25 70 mins

IT Park University ~ Bakhodir Ayupov CEO 08/09/25 60 mins
Head of the Department

NSC Murodjon Umarov of Digital Resources and 25/08/25 60 mins
Interactive Services

Antonoil Odilbek Kattaev Operator/Consultant 03/09/25 60 mins
(industry enablement)

Tilmoch Muhammadsaid Mamasaidov Founder/CEO 05/09/25 60 mins

TBC Bank Andrey Malygin Head of Al 26/09/25 60 mins

Uzinfocom Bakhtiyor Rizaev BDP 22/09/25 65 mins

Abdulazal Toshkhojaeyv, . .

UzVvC Shakhriyor Khudoyberdiev Leadership team 09/09/25 70 mins

Yoshlar Fund Shaxzod Omonov Fund manager 19/09/25 80 mins

ZTE Aziz Atabekov Managing Director 02/10/25 60 mins

UNESCO Nargiza Kadirova Programme Officer 10/09/25 60 mins
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ANNEX Il: CORRELATION BETWEEN BARRIERS AND SOLUTIONS

Technical / Al & Data

Recommendation Financial Human Capital

Infrastructure Governance

Proportionate Al regulatory

v v v
framework

Al and data maturity v v
assessment framework

Al procurement framework v v v

Streamlined privacy
compliance and strengthened v v v
data-access governance

Al sandboxes in Uzbekistan's

S v v v v
priority sectors
Strengthened Al education and v v v
talent pipelines
Diversified funding and v v v
investment mechanisms
Supported Al community v v v
networks
Accelerated Al adoption
through strugtured v v v v
experimentation and
sandboxes
Engaging in key Al national v v v v
lighthouse initiatives
Data-sharing partnerships v v v
Policy and standard-setting by v v

MSMEs
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ANNEX IlI: EXPLORING THE USE OF Al SANDBOXES IN UZBEKISTAN

The implementation of Al sandboxes in Uzbekistan has the potential to shape new regulatory
paths, striking a balance between consumer protection, regulatory modernization and
encouraging innovation. This annex provides further details on the potential of Al sandboxes
for Uzbekistan providing further information on Al sandbox best practices from around
the world. Sandboxes are not a “silver bullet” and as elaborated in this report a multitude
of solutions to address Al adoption are necessary. However, as Uzbekistan has identified
sandboxes as a particular area of interest, this annex provides further details and ideas on
their design and implementation.

Recommendations in this annex focus on the sandbox initiation stage due to levels of
knowledge and insights obtained throughout the development of this project. The annex
intends to provide a general framework by outlining practical steps and proposals on how
sandboxes could be used at the national level. By sharing examples of global sandbox best
practices the document aims to harmonize understandings of what Al sandboxes are, how
they work in practice and offer preliminary actions for the initiation stage in Uzbekistan.

StratejAl and the Datasphere Initiative remain available to support the next stepsin supporting
Al adoption and the sandbox planning and execution process. The Datasphere Initiative
invites Uzbekistan to join the Global Sandboxes Forum to connect with other countries and
international policymakers designing Al sandboxes, many of which have been referenced in
this Annex.

Introduction to Al sandboxes and global learnings

Sandboxes have emerged as valuable mechanisms for policy and technological exper-
imentation, providing a safe environment and enabling regulatory and technical inno-
vation. While they can be classified in different ways and there is still no consensus in
the literature on how sandbox experiments can be organized and categorized, they are
generally recognized as flexible tools that can adapt to different regulatory contexts and
policy objectives.’®

In the report “Sandboxes for data: Creating spaces for agile solutions across borders”'%’ the
Datasphere Initiative provides a generous definition to complement the various approaches
to sandboxes around the world. Defining sandboxes as: “safe spaces to test new technol-
ogies and practices against regulatory frameworks or experiment with innovative uses and
means of governing data”, the Datasphere Initiative has identified various types of sandbox-
es in action today being operational, regulatory, or hybrid (Annex Figure 1).1%

1% For example the Organisation for Economic Cooperation and Development (OECD), and the World Bank
proposed definitions for regulatory sandboxes: “Regulatory sandboxes are controlled environments where
firms can test products, services or business models under the supervision of a regulator. The idea is to allow
for innovation to be tested with real users, while ensuring consumer protection and regulatory oversight.”
(OECD, 2019), “Regulatory sandbox is a framework set up by a financial sector regulator to allow small-scale,
live testing of innovations by private firms in a controlled environment under the regulator’s supervision.”
(World Bank, 2019)

07 Datasphere Initiative (2022), Sandboxes for data: creating spaces for agile solutions across borders,
Datasphere Initiative

198 Datasphere Initiative (2025), Sandboxes for Al: Tools for a new frontier, Datasphere Initiative
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Annex Figure 1. Types of sandboxes identified by the Datasphere Initiative

OPERATIONAL REGULATORY HYBRID

3 g gs

Testing environments where Collaborative processes where regulators, service Hybrid sandboxes incorporate
hosted data can be accessed and providers and relevant stakeholders test innovative elements of the two.
used.Operational sandboxes deal technology and data practices within a flexible

with and handle data. regulatory framework.

Sandboxes can also be classified by their geographic scope, including cross-border, national,
and sub-national (e.g., municipal) sandboxes. For example, local or municipal Al sandboxes
address community-specific needs and contexts, like Zurich’s Al sandbox, which was launched
through a partnership between public administration, research institutions, and the private
sector.”® By providing access to new data sources and fostering local collaboration, the
initiative seeks to strengthen Zurich as a hub for Al innovation, receiving substantial financial
support from the Zurich Metropolitan Area.'™

The sandbox approach has already been implemented in several countries, with numerous
examples that have emerged, illustrating how regulatory and operational sandboxes are
being used to test and understand the impact and nuances of digital services, technologies,
and infrastructures across various sectors. In February 2025, the Datasphere Initiative
identified 66 data and Al sandboxes across 44 countries'. Given the speed of technological
change, the uncertainty surrounding potential risks, and the wide array of actors involved in
the development of Al, these data points underscore a growing interest from the public and
private sectors in experimentation through sandboxes to understand how best to balance Al
innovation with the need for safeguards.

Several international organizations have explored how sandboxes can be used for testing
and designing regulations and supporting the growth of novel technologies and business
models in a safe environment. For example, the Organisation for Economic Cooperation and
Development (OECD) produced a policy paper “Regulatory sandboxes in artificial intelligence”
in 2023 which explores the positive impacts of Al regulatory sandboxes like increased
venture capital investment in fintech start-ups, while also identifying several risks, and
policy considerations such as interdisciplinary cooperation, building Al expertise, regulatory
interoperability, and trade policy.""? The OECD has produced a Regulatory Sandbox Toolkit'"?
for regulators to establish and manage regulatory sandboxes effectively. The Toolkit aims to
help regulators set-up and manage controlled environments where new financial products,
services, or business models can be tested with real consumers under relaxed regulatory
conditions, but with regulatory oversight.' The World Bank has also explored the use of
109 Zurich (2024), Innovation Sandbox for Artificial Intelligence (Al)

10 Zurich (2024), Innovation Sandbox for Artificial Intelligence (Al)

" Datasphere Initiative (2025), Sandboxes for Al: Tools for a new frontier, Datasphere Initiative.

112 OECD (2023), “Regulatory sandboxes in artificial intelligence”, OECD Digital Economy Papers, No. 356, OECD
Publishing, Paris, https://doi.org/10.1787/8f80a0e6-en.

"3 OECD (2025), Regulatory sandbox toolkit: A comprehensive guide for regulators to establish and manage
regulatory sandboxes effectively, OECD Publishing, Paris, https://doi.org/10.1787/de36fa62-en.

114 OECD (2025), Regulatory sandbox toolkit: A comprehensive guide for regulators to establish and manage
regulatory sandboxes effectively, OECD Publishing, Paris, https://doi.org/10.1787/de36fa62-en.
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regulatory sandboxes, not only with regards to Al but predominantly within the financial
sector. The paper, "Global Experiences from Regulatory Sandboxes” analysis 73 sandboxes in
57 jurisdictions identifying detailed lessons learned.” As part of the implementation of the
UNESCO Recommendation on the Ethics of Artificial Intelligence, adopted by 193 Member
States in 2021, at the 3rd Global Forum on the Ethics of Al in June 2025, UNESCO officially
launched the Global Network of Al Supervisory Authorities (GNAIS)"® This initiative is also
exploring the use of Al sandboxes as a a tool for Al Supervisory Authorities as they govern
Al and emerging policies and practices.'”

By facilitating safe experimentation, sandboxes can accelerate Al development while
addressing ethical concerns and ensuring responsible Al use. This is critical in building
trust and ensuring that Al technologies benefit society and local realities of a country like
Uzbekistan as it explores whether and how to initiate Al sandboxes.

To help raise awareness of the different types of Al sandboxes that are possible and the
corresponding impact and resource implications, the overview below presents three very
different Al sandbox experiences. All three offer learnings for Uzbekistan to consider.

UAE TradeTech regulatory sandbox

While not only focused on Al, the UAE TradeTech regulatory sandbox provides Uzbekistan
with an interesting use case to explore how to include financial institutions in a sandbox.
Uzbekistan has already explored the use of sandboxes in the banking sector'® and this
sandbox offers an example of supporting digital trade through the testing and integration
of emerging technologies.

The UAE TradeTech regulatory sandbox was set up to offer a controlled environment for
testing innovative trade finance technologies in order to bridge the gap between regulatory
frameworks and emerging technologies such as Al and blockchain'. The sandbox enables
startups, financial institutions, and regulators to experiment with digital solutions in real-
world settings, with the primary goal of improving efficiency, transparency, and compliance
in trade finance processes.

The sandbox is the result of a multi-stakeholder approach, including a close public-private
collaboration where government entities such as the Central Bank of the UAE, Abu Dhabi
Global Market (ADGM), Dubai Financial Services Authority (DFSA), and ReglLab from the
Ministry of Cabinet Affairs provide regulatory oversight. While private-sector participants
contribute technical expertise and practical solutions that address real market needs. This
balanced approach has helped the sandbox practitioners to ensure that regulatory standards
align with innovation, making it easier to integrate new technologies into the existing
regulatory landscape.

The sandbox has established a regulatory reform roadmap to accommodate digital trade,
producing insights that can shape international trade standards. Looking ahead, plans
include establishing a dedicated sandbox in Africa to further support trade innovation on
the continent. '

5 Appaya, Mandepanda Sharmista; Gradstein, Helen Luskin; Haji Kanz, Mahjabeen. Global Experiences from
Regulatory Sandboxes (English). Fintech Note|No. 8 Washington, D.C. : World Bank Group. http://documents.
worldbank.org/curated/en/912001605241080935

16 UNESCO (2025) Global Network of Al Supervisory Authorities

7 Network of Centres (2025) UNESCO event on Al sandboxes regulatory learning in action
8 Daryo (2024), Bank of Georgia enters Uzbekistan's capital market sandbox — NAPP.

"9 TradeTech Regulatory Sandbox.

120 Datasphere Initiative (2025). Africa Sandboxes Outlook: Thinking outside the box for responsible innovation
in the age of Al, Datasphere Initiative
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So far, the UAE sandbox has the potential to reshape trade regulation by showing how
digital tools, such as Al and blockchain, can support streamlined and transparent trade
finance practices. By aligning technology with regulatory standards, the sandbox could
set new compliance benchmarks, lower costs, and enhance trust in global trade networks.
This model could serve as a template for other countries, encouraging broader adoption of
similar frameworks and advancing global regulatory modernization.

The sandbox has highlighted several key lessons. The critical role of strong collaboration
between regulators and the private sector has been highlighted in ensuring that solutions
address real-world needs. The sandbox illustrates how public-private partnerships can
drive the evolution of regulatory frameworks alongside technological advancements,
thereby minimizing friction for users. The implementation of the UAE TradeTech regulatory
sandbox also highlighted the complexity of aligning multiple regulatory frameworks
across jurisdictions with varying standards and maturity levels. Finally, it emphasizes that
safeguarding data privacy and cybersecurity for sensitive trade finance data, particularly in
cross-border contexts, remains critical.

Stakeholder engagement in the sandbox also required significant effort to align the diverse
interests of regulators, startups, and financial institutions while balancing limited resources.
Integrating emerging technologies like Al and blockchain into legacy systems has posed
technical and scalability hurdles, compounded by tight timeframes and resource constraints.
Additionally, the lack of standardized metrics for measuring success has further complicated
efforts.

Best practices highlighted include engaging both public and private stakeholders early to
ensure alignment, and incorporating multiple regulators across jurisdictions for broader
applicability. Focusing on one core area per cohort allows for varied use cases within
that focus, while setting clear objectives and phased milestones helps track progress and
make necessary adjustments. Designing adaptable regulatory frameworks that evolve
with emerging technologies supports iterative improvement, and maintaining transparent,
regular communication with participants fosters collaboration and manages expectations.
Additionally, developing the sandbox with scalability in mind ensures it can be applied to
various markets with similar needs, enhancing its replicability and impact.™'

Singapore’s Sandbox for Privacy-Enhancing Technologies

Singapore's use of sandboxes for Al provides Uzbekistan with insights on how regulators
can include technical testing within a sandbox in partnership with the private sector. For
example, Singapore’s regulatory model for Al is built on adaptability and collaboration, with
a strong focus on fostering innovation while ensuring ethical and legal compliance. This
approach requires significant commitment from government agencies, which must not only
understand the specific challenges faced by companies but also proactively identify and
address potential ethical and legal concerns that could arise within Al sandboxes. These
controlled environments allow companies to test and refine their Al technologies, with
regulators working closely to provide tailored solutions for each case. When necessary,
the regulatory framework itself is adjusted to better align with emerging challenges and
technological advancements.

Understanding Singapore’s approach to sandboxes requires an appreciation of the broader
national Al ecosystem. In 2019, Singapore launched its National Al Strategy (NAIS), which
outlined key goals and principles for the development of Alin the country. The central objective
of this strategy was to create a progressive and trusted environment for Al innovations,

121 Datasphere Initiative (2025). Africa Sandboxes Outlook: Thinking outside the box for responsible innovation
in the age of Al.
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balancing technological advancement with ethical standards and public confidence. To
support this vision, Singapore introduced its Model Al Governance Framework'??, which set
a global benchmark for companies and captured the attention of policymakers worldwide.
Central to Singapore’s approach is its collaboration with the private sector, which plays a role
in shaping Al policy and ensuring that emerging technologies align with the public interest.
Rather than adopting a single overarching law, Singapore’s regulatory strategy for Al is sector-
specific, allowing for tailored, industry-driven regulations that address the unique challenges
posed by Al in areas such as finance, healthcare, and transportation. The Infocomm Media
Development Authority (IMDA), which leads Al governance initiatives, works closely with
companies and experts to develop effective guidance. This collaborative effort resulted in
the creation of various initiatives, including the launch of a sandbox for Privacy-Enhancing
Technologies (PETs) in 20222, In 2023, IMDA and the Al Verify Foundation introduced the
world’s first Generative Al Evaluation Sandbox, designed to provide a common baseline
for assessing large language models.’®* This initiative allows businesses to assess their Al
systems for compliance with ethical and regulatory standards, ensuring that technologies
are transparent, robust, and aligned with Singapore’s governance principles.

European Union Al Act regulatory sandboxes

The use of sandboxes in the EU Al act provides a helpful example for Uzbekistan to understand
how sandboxes can be included in a regulatory framework to support business compliance
and regulatory dialogue for refinement of Al regulation.

The EU Al Act requires member states to establish Al sandboxes as part of its comprehensive
strategy to regulate Al across the EU. Article 57 of the Act details how these sandboxes are
intended to provide a controlled testing environment in which innovators and regulators
will work together to identify risks and ensure compliance with the EU Al Act and potentially
other EU regulations.™

In the context of the EU Al Act, sandboxes aim to foster innovation and competitiveness, as
well as support legal certainty, facilitating regulatory compliance, and promoting the sharing
of best practices. The insights gained from these sandboxes are intended to better enable
regulators to effectively apply the EU Al Act to emerging sectors and use cases, and where
relevant, may be aimed at influencing policy amendments.?¢

Spain has been a pioneer of Al sandboxes in the EU, inaugurated by the enactment of Royal
Decree 817/2023, which established the “RD Sandbox.”™ This controlled environment
enables the testing and evaluation of high-risk Al systems, offering participants guidance
on compliance and fostering innovation. The insights from the RD Sandbox are expected
to culminate in a report of good practices that will inform future national regulations.
Additionally, Royal Decree 729/2023 has created the Spanish Agency for the Supervision
of Artificial Intelligence (AESIA), a dedicated body tasked with ensuring compliance with
Al regulations, conducting inspections, raising awareness, and providing expert advice.'?

122 Infocomm Media Development Authority (2024), Singapore proposes framework to foster trusted Generative
Al development, Infocomm Media Development Authority.

122 Infocomm Media Development Authority (2022), Launch of Privacy Enhancing Technologies Sandbox,
Infocomm Media Development Authority.

4 Infocomm Media Development Authority (2023), First of its kind Generative Al Evaluation Sandbox for
Trusted Al by Al Verify Foundation and IMDA, Infocomm Media Development Authority.

125 EU Artificial Intelligence Act (2024), Article 57: Al Regulatory Sandboxes, Future of Life Institute
126 EU Artificial Intelligence Act (2024), Article 57: Al Regulatory Sandboxes, Future of Life Institute
127 White & Case (2024). Al Watch: Global Requlatory Tracker — Spain.

128 |bidem.
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AESIA will establish a regulatory sandbox under the Al Act, building on the RD Sandbox as
its foundation. While specific Al laws in Spain are still under development, the National Al
Strategy (2020-2025) provides a cohesive framework aligning state, regional, and sectoral
strategies with EU policies. By embracing these measures and adhering to international
principles such as those of the OECD, Spain has demonstrated its commitment to advancing
ethical, innovative, and well-regulated Al development through its sandbox.

In the Netherlands, a proposal for a regulatory sandbox under the EU Al Act was published
in March 2025 by the Dutch Authority for Digital Infrastructure (RDI) and the Data Protection
Authority, coordinated with the Ministry of Economic Affairs. This sandbox aims to help Al
developers navigate compliance challenges by offering regulatory guidance while preserving
the authority of existing law, and in return, supervisory bodies gain deeper insights into
evolving Al risks and innovation opportunities. Designed as a multi-sectoral, single-entry
point model, it involves the participation of all supervisory authorities, enabling efficient and
consistent interpretation of the Al Act tailored to each authority’s jurisdiction.’?® The proposal
also clarifies the sandbox’s supportive role, by providing legal and technical guidance rather
than infrastructure or direct compliance guarantees, while leveraging existing innovation
facilities. The goal is to establish a final sandbox by August 2026 — or potentially earlier —
providing a structured environment for the safe experimentation and supervised testing of
Al systems ahead of full Al Act rollout.

Opportunities where Al sandboxes could be tested in Uzbekistan

To thoroughly consider the areas where Al sandboxes could be tested in Uzbekistan, it is
important to reflect on the current experience Uzbekistan has with sandboxes. Uzbekistan's
sandboxes have been designed and implemented predominantly in the financial sector (See
Annex Table 1). Many of these sandbox initiatives have been designed and developed to test
the use or create regulatory pauses for the use of innovative technologies such as blockchain,
crypto-assets or stablecoin, or through regional efforts supported by organizations like
the Asia Development Bank. As the MoEF and MDT or any other public administration
explores the use of Al sandboxes, starting exploration of the experiences and best practices
from existing sandbox initiatives in the country (while not related to Al) may help identify
important lessons and needs in terms of resource mobilization, staff management and local
stakeholder engagement in sandbox processes.

Annex Table 2. Sandbox initiatives in Uzbekistan

Typ? Of sa.ndbox Status | Description
initiative
Cabinet of Ministers  Temporary procedure Published  Cabinet of Ministers approved a temporary
for the introduction of procedure for the introduction of a special
a special legal regime legal regime (“regulatory sandbox”) in several

areas of business.

National Agency for  Uzbekistan Blockchain  Announced The Uzbekistan Blockchain Valley is the first

Project Management Valley regulatory sandbox in Central Asia to test
under the President and develop blockchain and crypto asset
of the Republic of innovations under a special legal regime,
Uzbekistan (NAPU) fostering digital transformation while shaping

national regulatory frameworks for emerging
technologies.

= Autoriteit Persoonsgegevens (2025), Proposal Dutch ‘regulatory sandbox’ under the Al Act.
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Type of sandbox

Description

initiative

| Status |

Central Bank Central Bank's Launched  This regulatory sandbox allows fintech
Financial Services companies to test innovative financial
Sandbox products—including open banking, Al, SupTech,
and RegTech solutions—under a special
legal framework aimed at accelerating digital
transformation and investment in the financial
sector.
Central Bank Uzbekistan’s Capital In operation This regulatory sandbox allows licensed
Markets Regulatory foreign broker-dealers and custodians
Sandbox from approved jurisdictions to operate and
test financial instruments in Uzbekistan's
securities market under a simplified regime,
easing entry for international investors and
promoting cross-border capital flows.
Central Bank and Pilot project for Announced The Central Bank of Uzbekistan began
National Agency for  a digital som and exploring a pilot project for a digital som
Advanced Projects stablecoin and stablecoin within its regulatory sandbox,
(NAPP) in partnership with the National Agency for
Advanced Projects (NAPP), to test new digital
payment instruments and assess public
demand for central bank digital currencies.
National Agency for  Uzbekistan's Crypto-  In operation Launched in January 2023 by the National
Perspective Projects ~ Assets Regulatory Agency for Perspective Projects (NAPP),
(NAPP) Sandbox Uzbekistan's crypto-assets regulatory sandbox
allows licensed entities to pilot blockchain and
crypto projects—such as NFT certificates and
crypto-linked bank cards—under tax exemptions
and special legal conditions to foster innovation
in digital finance.
Asia Development Uzbekistan A380 Completed Launched under ADB's Digital Innovation
Bank Road Design Pilot Sandbox, the Uzbekistan A380 Road Design Pilot
(under ADB's Digital tested an Al-driven digital twin platform (ORIS)
Innovation Sandbox) to optimize road sustainability, cost efficiency,
and climate resilience, marking the first use of
digital materials intelligence for infrastructure
design in Central Asia, in collaboration with
national authorities and supported by Korean
and Chinese regional cooperation funds.
Uzbekistan's Decree for the In operation Established by a 2024 Presidential Decree,
International creation of the Uzbekistan's International Centre for Digital
Centre for Digital International Technologies (“Enterprise Uzbekistan”)
Technologies Centre for Digital created a sandbox-like experimental
Technologies zone within the national IT Park, granting
(Enterprise foreign digital firms a five-year special legal
Uzbekistan) and its regime covering data protection, fintech,
regulatory sandbox employment, taxation, and innovation testing,
overseen by a high-level Coordination
Council led by the Prime Minister.
Presidential Decree  Uzbekistan's Launched  This sandbox establishes a one-year

Investment Platforms
Regulatory Sandbox

experimental regime (Oct 2025-Oct 2026)
allowing licensed local operators to pilot
digital platforms for securities trading,
venture and mutual financing, and limited
partnership investments, aiming to simplify
capital raising for entrepreneurs and attract
up to $1 billion in new investments annually.
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Kazakhstan and Uzbekistan are the two countries leading financial innovation in
Central Asia. In Kazakhstan, the Astana Financial Services Authority (AFSA) within the
Astana International Financial Centre (AIFC) launched the region’s first fintech-oriented
regulatory sandbox, the “FinTech Lab”, in January 2018.'*° The sandbox allows firms to
test innovative financial services under a tailored, lighter regulatory regime until they
either migrate to full authorization or cease operations.” More recently (July 2025)
the country’s central bank introduced a regulatory sandbox for digital assets—covering
tenge-backed stablecoins, real-world asset tokenization and crypto OTC operations™?—
illustrating a push to position Kazakhstan as a regional hub for digital finance
innovation.'™? This shows Kazakhstan placing strong emphasis on creating controlled
environments where new technologies (including elements of Al and tokenization) can
be piloted, regulated and gradually scaled.

In Uzbekistan, the government has been actively positioning itself in innovation and digital
economy reforms. In early 2020 Uzbekistan announced the establishment of what was
described as the first regulatory sandbox in Central Asia for blockchain technology and
crypto-assets (the so-called “Uzbekistan Blockchain Valley” initiative).”** Beyond that, in
2024 the IT Park Uzbekistan was tasked with launching a dedicated regulatory sandbox for
digital technology as part of a presidential decree, expected to go into experimental mode
by May 2025, offering simplified legal frameworks for digital firms.”™ Thus Uzbekistan's
sandbox efforts are more broadly about creating innovation-friendly zones and legal
regimes, signalling ambition to compete with neighbours like Kazakhstan in building an
enabling ecosystem for Al, digital startups and fintech. The proposals below outline specific
areas where Al sandboxes could create most value for Uzbekistan.

Al SANDBOXES COULD HELP SUPPORT MSME'S ACCESS TO FINANCE

Challenges identified: Al innovators face a dual set of constraints in Uzbekistan. First,
they encounter structural weaknesses in Uzbekistan’s financial market, which limit
capital flows for all types of innovative businesses. Second, Al startups bear unique,
sector-specific financial burdens, stemming from the high costs and long-time horizons
characteristic of Al development. These two dimensions interact to create a compounded
financing gap that hinders the growth of a diverse and competitive Al ecosystem. Below
the areas an Al sandbox could address.

Operational mechanisms

Use cases for an Al sandbox could be guided by recommendations from investors,
financial institutions and innovation hubs in Uzbekistan to identify potential sectors or
services where particular funding is available.

If resources allow, MSMEs could even receive funding to participate in the Al sandbox to
help test their solutions within appropriate regulatory contexts or gain secure access to
data. Such financial mechanisms for MSMEs could be in the form of grants, subsidies, and

130 AIFC (2020). Fintech Market Entry to CIS, Central Asia, and Mongolia

131 IMF (2024). Republic of Kazakhstan: Financial Sector Assessment Program-Technical Note on Regulation and
Supervision of Crypto Assets

132 National Bank of Kazakhstan (NBK) (2022). About meeting into questions of implementation of a development
project of NBK regulatory sandbox for participants of financial market

133 Satubaldina (2025). National Bank Launches Regulatory Sandbox for Digital Assets

134 Uz Daily (2020). Uzbekistan creates the first regulatory sandbox in Central Asia on the development of
blockchain technology and the sphere of crypto assets circulation

135 Euronews (2021). Uzbekistan sets out an ambitious road map to becoming a key start-up hub
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funds to participate in the sandbox. However, these avenues would need to be covered by
necessary controls to support competition or address any potential market capture.

Eligibility criteria

As noted above, use cases for the sandbox could align with national Al pilots and potential
investor priorities. This would help MSMEs anchor clients (e.g., banks, hospitals, ministries),
so that sandbox participants and pilots directly feed into procurement decisions and investor

pitches. If this is to be factored, there needs to be appropriate market guidance to avoid
distortion.

Compliance pathways

An Al sandbox could include a formal verification or quality certification that enhances
participating companies’ credibility and legitimacy, demonstrating to stakeholders—such
as investors, and partners—that their solutions have been rigorously tested and validated
within the framework of a regulatory sandbox. This approach would need to consider how
to address competition questions in the larger market for those firms who aren’t able to
participate in the sandbox.

The sandbox could create industry-linked competitions such as hackathons in priority
sectors (e.g., agritech, fintech, smart mobility), with winners fast-tracked into sandboxes or
government-supported pilot programs.

A sandbox could be structured to help Al firms, demonstrate compliance, safety, and value
in real-world use cases. This could be initiated by documenting pilot results, engaging
proactively with regulators, and publishing transparent learnings, paving the way for broader
adoption and procurement opportunities.

Al testing protocols

When testing the Al solutions, sandbox initiators should consider how they will be exiting or
closing the sandbox to ensure results capture data points that could be of interest to investors.
For example, organizers could publish transparent pilot results in accessible formats (e.g.,
performance metrics, user feedback, limitations) to build trust among investors, customers,
and the broader Al ecosystem.

As Al projects are technically complex and often difficult for generalist investors to evaluate,
public communication of sandbox testing, results and learnings would help address
knowledge and trust gaps between Al founders and investors.

Al SANDBOXES COULD HELP ADDRESS INFRASTRUCTURAL &
TECHNICAL BARRIERS FACED BY MSMES IN UZBEKISTAN

Challenges identified: costs of computing and the scarcity of shared technical resources
are among the most significant barriers to Al innovation and adoption in Uzbekistan. These
constraints slow down the development and scaling of Al solutions, particularly for MSMEs,
which lack the capital and technical teams of larger corporations. The issue is compounded
by delays in building national cloud infrastructure and limited access to local language
datasets, which are critical for training Al models. Below the areas an Al sandbox could
address.

Operational mechanisms

Including an operational™® component to an Al regulatory sandbox in Uzbekistan
could help MSMEs gain access to technical infrastructure and support data access for

136 For example, operational sandboxes, defined by the Datasphere Initiative as: testing environments where
hosted data can be accessed and used
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developing and scaling their Al solutions with regulatory oversight. Uzbekistan could
consider developing a hybrid sandbox™’” by providing companies with access to a pool
of data to help design Al models and applications. Such a safe space to test and refine their
technologies in real-world conditions without fear of penalties could provide an opportunity
to accelerate product development with access to new data or technologies.

In October 2025, the President of Uzbekistan approved a package of investment incentives
for foreign companies implementing Al infrastructure and data processing centre projects
in the Republic of Karakalpakstan. Uzbekistan could explore whether the Al sandbox could
test the access and development of this infrastructure in collaboration with IT park, local
companies and government officials as well as exporters of cloud and Al services.

Eligibility criteria
An Al sandbox could prioritize MSMEs whose technology, product, or service is requiring the

use of sensitive data and needs access in a very secure environment. This could help prioritize
sandbox testing to high-risk Al applications that lead to learnings across the market.

An Al sandbox may wish to include specific types of eligibility criteria in their call for sandbox
participants to identify the maturity levels of the MSMEs to ensure that they are at the
developmental stage necessary for testing.

Al testing protocols

An Al sandbox could also help address infrastructural & technical barriers faced by MSMEs
in Uzbekistan by including mechanisms for collaboration with academia, innovators, and
industry stakeholders. Surveyed stakeholders reported limited access to foundation models
and testing environments, such as access to foundation models (such as GPT, Llama, or
BERT derivatives) remains uneven. An Al sandbox could take inspiration from the Harvard
Al sandbox model which allows for testing and use of models within the university.'®
For example, IT Park University (ITPU) Uzbekistan's first hybrid-format IT university, could
supervise real-world projects where sandbox testing could be supported considering its
focus on industry collaboration.

The Research Institute for the Development of Digital Technologies and Artificial Intelligence
(AIRI) as well as INHA University in Tashkent, could explore the use of operational sandboxes
to facilitate data-sharing including providing access to anonymized datasets for Al training,
validation as well as research and development. If a sandbox can facilitate these sorts of
partnerships, it could help companies identify and address potential operational challenges
before full-scale deployment.

As explored in the policy paper “Sandboxes for data: Creating spaces for agile solutions
across borders” by the Datasphere Initiative' a cross-border regulatory sandbox could be
designed to test technologies and data practices that inherently operate across multiple
jurisdictions and even require secure, cloud-based infrastructure for Al testing. In the current
context where cloud services have proliferated worldwide, a cross-border sandbox could
help address barriers to international data flows, such as regulatory uncertainty, fragmented
standards, and the need for multi-disciplinary collaboration across borders. Considering
whether an Al sandbox in Uzbekistan will have a cross-border component for addressing

37 Hybrid sandboxes combine elements of regulatory and operational sandboxes, offering a controlled
and collaborative environment where innovators can test new technologies, datasets, and practices while
navigating existing regulations under regulatory supervision.

138 https://www.huit.harvard.edu/ai-sandbox
139 Datasphere Initiative (2022), Sandboxes for data: creating spaces for agile solutions across borders,
Datasphere Initiative
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infrastructural and technical barriers faced by MSMEs will be important, while considering
the current national data protection frameworks.

Compliance pathways:

An Al sandbox could offer structured compliance pathways to guide MSMEs through the
regulatory expectations associated with Al development and deployment. This may include
phased compliance models, where firms meet a sequence of regulatory milestones as their
technologies mature, enabling early innovation while ensuring responsible development.
Clear requirements for algorithmic transparency, explainability, human oversight, and
cybersecurity could be defined at each stage, providing predictability for innovators.
Sandboxes might consider certifying those innovators that have successfully followed the
compliance phases, which can support market entry and overall compliance with existing
regulatory frameworks.

The sandbox could also establish formal channels for ongoing feedback between innovators
and regulators, resulting in documented compliance learnings and pre-market assessments
that later reduce approval bottlenecks. Creating standardized templates for algorithmic risk
assessments, data protection impact evaluations, and model audit checklists would further
strengthen regulatory readiness and reduce compliance costs for smaller firms. Uzbekistan
can ensure that the scaling of Al innovation is aligned with strong consumer protections and
international regulatory best practices by exploring and integrating compliance pathways
into sandbox participation.

Al SANDBOXES COULD HELP ADDRESS HUMAN CAPITAL & Al SKILL GAPS

Challenge identified: in Uzbekistan, there is a severe shortage of Al talent, low levels of
Al literacy among business executives, and a persistent mismatch between education
programs and market needs. These human capital and Al skill gaps represent some of
the most urgent barriers to sustainable Al-driven growth.

Operational mechanisms

B An Al sandbox could enable testing to generate and publicly share evidence about
how Al improves sectoral operations, enhancing understanding among CEOs and
MSMEs.

WA sandbox could structure interaction between innovators, policymakers, and
academia, fostering knowledge exchange and supporting a better match between
education programs and real market needs.

Eligibility criteria
B The sandbox could prioritize admission for firms whose solutions directly address

critical skill gaps such as Al training tools, automated analytics for SMEs, or sector-
specific Al literacy applications.

M|t could also include criteria that ensure participating projects are positioned to
generate learnings relevant to the workforce and adoption challenges outlined in
the National Al Strategy.

Al testing protocols

® An Al sandbox could integrate collaborative testing formats that include participation
from technical universities and training institutions, turning sandbox activities into
learning-by-doing environments.
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M Access to the sandbox could require participants to assess the workforce skills
needed to safely and effectively deploy their solution, creating data for policymakers
on evolving skill demand.

mIf Uzbekistan is interested in testing the integration of RegTech tools for real-
time monitoring and reporting, an Al sandbox could explore the testing of these
capabilities as part of the sandbox monitoring process.

Compliance pathways

M Uzbekistan could consider establishing guidance mechanisms for Al sandboxes that
help firms understand regulatory requirements related to responsible Al use, data
governance, transparency, and oversight.

WAl sandbox initiators could also develop templates and checklists that MSMEs can
use to ensure future compliance, reducing uncertainty and embedding responsible
Al practices in talent development.

Al SANDBOXES COULD HELP ADDRESS Al AND DATA GOVERNANCE GAPS

Challenge identified: while Al moves into priority sectors across the country, there is no
comprehensive Al law, no legal status for Al systems, and no codified processes for risk
assessment, certification, or post-market monitoring in Uzbekistan. In October 2025,
senators reviewed and approved the law “On Amendments and Additions to Certain
Legislative Acts of the Republic of Uzbekistan in Connection with the Regulation of
Relations Arising from the Use of Artificial Intelligence. The law establishes general rules
for the use of Al technologies in the creation and operation of information systems
and resources, while also setting measures to protect personal data during their use.™®
This is in addition to the National Al Strategy 2030 which sets out guiding principles
of fairness, transparency, and human oversight. They have not been translated into
testable requirements such as standardized documentation, explainability protocols,
or evaluation benchmarks, leaving companies without a common framework for
demonstrating “responsible Al” in practice. Stakeholders interviewed consistently
cautioned that while regulation is necessary, it should be measured and proportionate,
avoiding rigid rules that could stifle innovation at an early stage.™

Operational mechanisms

M As Uzbekistan is in the process of navigating what future Al should look like, testing
regulatory options through an Al sandbox could help ensure future laws prevent
harm without over-regulating and seek to align with emerging international best
practices such as the EU Al Act, to build a proportionate, risk-based approach. By
exploring regulatory options through an Al sandbox, Uzbekistan can collect stake-
holder feedback on existing and/or new laws and explore how prospective imple-
mentation will work in practice.

mWhile Uzbekistan’s Al regulatory frameworks remain under development, an Al
sandbox could facilitate the sharing of feedback on current applicability of regula-
tions through dialogues, consultations or practical workshops to help clarify com-
pliance expectations for MSMEs.

140 https://www.uzdaily.uz/en/senate-of-uzbekistan-approves-law-regulating-artificial-intelligence/
1 Ibidem.
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Eligibility criteria
B MSMEs have reported experiencing regulatory uncertainty when considering how
to adopt or develop Al solutions, a regulatory sandbox could invite specific MSMEs
who are applying Al in certain sectors or circumstances that leads to multiple
regulatory questions. This proactive approach could help reduce compliance risks
and bring clarity once regulations are in place.

M An Al sandbox could prioritize on MSMEs whose technology, product or service is
leading to particular questions when it comes to compliance, e.g. touching multiple
regulators remit, exploring the boundaries of data re-use or tackling a novel Al
challenge such as bias or hallucinations etc.

Compliance pathways

m Regulatory sandboxes could provide an opportunity for MSMEs to engage directly
with regulators and gain insight into potential regulatory expectations and align
products with future legal frameworks.

W Sandboxes could also support regulatory clarity on Al by helping policymakers better
understand the technology and market impacts, equipping them with knowledge
and practical experience to develop clearly scoped, rules, and guidance on Al.

Al testing protocols

m Al sandboxes could help foster data privacy and protection by identifying how new
Al technologies offer new risks or opportunities for data governance.

WA cross-regulatory Al sandbox could test and identify governance roles for either
multi-agency regulation of Al in collaboration with data protection and justice
experts. This would help identify roles and responsibilities of different government
agencies when it comes to Al.

B In the absence of Al regulatory frameworks in Uzbekistan, a sandbox could be KPI-
driven and supported by governance structures that use existing laws. This could
help address operational bottlenecks faced by MSMEs by guiding terms of data
access, interoperability, and testing under controlled conditions — while producing
published outcomes that inform broader regulation.

GUIDELINES FOR Al SANDBOX INTIATION

This section provides general recommendations on how Uzbekistan can foster good
practices in Al sandbox conceptualization and initiation and proposes specific objectives
an Al sandbox could cover. It offers guiding steps for the Government of Uzbekistan,
particularly the MoEF and the MDT, and any related or subordinate organizations who
intend to initiate an Al sandbox.

The recommendations are based on intelligence gathered by stakeholder interviews and
survey respondents. They are also supported by the sandbox research and methodologies
designed by the Datasphere Initiative, a global think and do tank working on data
governance and leading research and training on sandboxes worldwide. The below
diagram provides a visual overview of the Datasphere Initiative’'s methodology from
sandbox initiation to closure and evaluation as presented in the report: Sandboxes for
Al: Tools for a new frontier (2025).
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Annex Figure 2. Sandbox design methodology by the Datasphere Initiative
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Considering that Uzbekistan appears to be in the scoping stage of Al regulatory sandboxes,
with some initial projects exploring possibilities of sandbox initiation, the guidelines in this
section focus on the initiation phase of an Al regulatory sandbox.

The sandbox initiation phase is a critical moment in sandbox conceptualization, design and
implementation. It is an important framing exercise and largely conditions the ultimate
success of the sandbox itself. The guidelines below focus on providing Uzbekistan with
recommendations covering how to initiate an Al sandbox following these steps:

M Clearly define the sandbox problem and objectives
M Assess the sandbox suitability
M Assess organizational readiness to sandbox
B Ensure policy/regulatory alignment
M Evaluate resources and budgeting
® |dentify sandbox stakeholders
M Secure initial buy-in
Clearly define the Al sandbox problem and objectives

A recurring concern highlighted by surveyed stakeholders is the limited effectiveness of the
current sandbox framework introduced under the Cabinet of Ministers Resolution No. 617,
as of November 23, 2023. While intended to enable experimentation, it is perceived by some
stakeholders as overly broad, slow, insufficiently tailored to Al, and with unclear roles and
responsibilities. Therefore a primary recommendation for any Ministry interested in setting
up an Al sandboy, is to clearly identify the problem and objectives that the Al sandbox will
address.

Surveyed stakeholders generally emphasized a need for an Al specific sandbox design. While
current sandbox initiatives in the country plan lower entry costs and accelerate approval
timelines for startups, they do not yet address unique Al challenges such as data access,
algorithmic accountability, or model evaluation.

A common framing of the Al problem and objectives of the sandbox is an essential first step
in aligning objectives and communicating to the wider public and affected stakeholders
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For example, is the purpose of the sandbox to foster innovation and help companies test
new Al models and services? Or, is the sandbox intended to support compliance with new
or prospective regulations or laws. At the same time, the sandbox’s main objective could be
broader to foster regulatory learning and explore how new Al innovations challenge current
regulatory understanding of the market. There are a range of objectives and challenges a
sandbox may seek to address. Identifying the sandbox problem and objectives early on will
help support a more refined and impactful Al sandbox experience in Uzbekistan.

Given Uzbekistan's commitment to digital transformation and alignment with global
Al governance principles, establishing an Al sandbox to focus supporting responsible Al
development, attracting investment, and facilitating regulatory learning are clear overarching
goals and could be further narrowed to ensure an Al sandbox is most impactful.

For example based on desk research and suggestions from surveyed stakeholders an Al
sandbox in Uzbekistan could focus on:

M Facilitating a consultation on how the government can best develop and scope rules
and/or guidance on Al.

m Testing how emerging Al technologies present new risks or opportunities for data privacy
and protection.

® |dentifying clear governance roles for multi-agency regulation of Al in collaboration with
data protection and justice experts

M Providing policy advice or technical infrastructure to help Al firms, demonstrate
compliance, safety, and value in real-world Al use cases.

Facilitating a consultation on how the government can best develop and scope rules and/
or guidance on Al. This would involve structured engagement between regulators, Al
developers, MSMEs, legal experts, and civil society to support the government in defining
clear and adaptive rules for responsible Al development and deployment. Activities could
include iterative policy co-design exercises, public consultation rounds, impact assessments,
and fostering the creation of expert advisory groups and digital citizen assemblies. An Al
sandbox could be a key element to support this consultation and promote the Al innovation
ecosystem in the country.

The Al sandbox could be similar to what has been initiated by the Government of Brazil's
Data Protection Authority (ANDP),™ which launched a regulatory sandbox pilot program
focused on artificial intelligence and data protection. The initiative creates a controlled
environment for companies to test Al technologies while ensuring compliance with personal
data protection rules and fundamental rights. The sandbox is designed as a collaborative
experiment that involves industry, academia, and civil society in developing risk mitigation
practices and improving algorithmic transparency. ANPD opened the design phase to
public and international contributions through the Participa + Brasil platform, reflecting a
strong commitment to inclusion, transparency, and evidence-based policymaking. Insights
and outputs generated by pilot testing informed the development of future norms and
regulatory guidance, while also strengthening institutional capacity to supervise emerging
technologies responsibly.

Testing how emerging Al technologies present new risks or opportunities for data privacy
and protection. This would involve allowing selected Al firms to test data-intensive or
privacy-sensitive systems under enhanced supervisory and assessment conditions. Such a
sandbox could support independent evaluations of model interpretability, personal data

42 Ministério da Justica e Seguranca Publica (MJSP) (2023), ANPD’s Call for Contributions to the regulatory
sandbox for artificial intelligence and data protection in Brazil is now open.
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usage, and algorithmic risk management while creating a safe environment to experiment
with privacy-enhancing technologies and quality assurance protocols. It could also enable
the early identification of harms and support the validation of privacy-by-design features
prior to commercial deployment.

Learning from relevant international experiences, the Norwegian Data Protection Authority’s
Regulatory Privacy Sandbox demonstrates how regulators can provide tailored, free
compliance guidance to innovators working with advanced Al. Norway's approach links
close collaboration with strong transparency obligations. Participating organizations receive
structured support to navigate legal uncertainty in complex use cases such as generative
Al, while publishing open reports on methodologies and risk mitigation strategies. These
publicly available insights contribute directly to new guidelines and strengthen the regulator’s
internal expertise, resulting in iterative, evidence-based policy development.™

Another useful reference is the Privacy Innovation and Knowledge-sharing (PINK) Sandbox
operated by the Office of the Privacy Commissioner of Bermuda, which focuses on supporting
organizations that process personal information in novel or community-beneficial ways. The
PINK Sandbox formalizes early regulatory engagement to encourage innovation without
lowering data protection standards. It emphasizes privacy-by-design, collaborative problem-
solving, and bespoke regulatory guidance, along with qualified statements of regulatory
comfort that increase market confidence. Its model shows how smaller jurisdictions can
leverage tight stakeholder networks to accelerate learning cycles and deliver agile oversight
for emerging technologies.™

Identifying clear governance roles for multi-agency regulation of Al in collaboration with
data protection and justice experts. This would involve structured collaboration between
sectoral regulators, competition authorities, consumer protection bodies, and justice and
data protection experts to clarify institutional responsibilities and establish coordinated
oversight of Al systems. The sandbox could serve as a platform to rehearse supervisory
cooperation models and identify legal or institutional gaps that require reform.

This Al sandbox could be inspired by how the Digital Regulators Forum in the UK is
designing cross-regulator sandboxes to support coherent and multi-regulatory guidance
on Al products and services. A particularly instructive development is the creation of cross-
regulator sandboxes and Thematic Innovation Hubs, which provide innovators with a “one-
stop-shop” for regulatory support in novel or complex Al applications. For example, the
new Agentic Al hub focuses on emerging risks and opportunities associated with Al systems
that operate with higher degrees of autonomy. Innovators can engage simultaneously with
guidance from regulators responsible for data protection, competition, online safety, and
financial or consumer rights. The transparency obligations attached to these engagements
help improve public understanding and contribute directly to policy refinement and
collaborative enforcement strategies.™

Drawing from this example, a multi-agency Al sandbox in Uzbekistan could facilitate
consistent supervisory expectations and faster resolution of regulatory uncertainty. It
would strengthen institutional coordination and provide Al developers and MSMEs with
consolidated feedback on compliance pathways. Such an approach would also support
capacity building within regulators, reduce fragmented regulatory processes, and contribute
to trusted and accountable use of Al across priority sectors.

43 Datatilsynet (n.d.). Regulatory privacy sandbox.
144 Privacy Commissioner (2025). The PINK Sandbox: build your castle in Bermuda.
%> Digital Regulation Cooperation Forum.
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Providing policy advice or technical infrastructure to help Al firms, demonstrate compliance,
safety, and value in real-world Al use cases. This would involve enabling innovators to access
high-quality datasets, domain expertise, documentation support, and cybersecurity and
data management infrastructure that facilitate trust, verifiable performance, and responsible
scaling of Al solutions. Regulatory advisors would help firms navigate approval pathways
while generating shared learnings to strengthen oversight practices.

As shared earlier, this type of Al sandbox could explore learnings from the UK Financial
Conduct Authority Super Charged Sandbox. The Supercharged Sandbox gives firms access
to better data, technical expertise and regulatory support to speed up innovation. It is open
to any financial services firm looking to innovate and experiment with Al. The sandbox
aims to help companies in the discovery and experiment phase with Al. An existing Al Live
Testing service helps those further along in development and ready to use AL'#® If desired
an feasible an Al sandbox could support the testing of foreign companies implementing Al
infrastructure and data processing center projects. Uzbekistan could explore whether the Al
sandbox could test the access and development of this infrastructure in collaboration with IT
park, local companies and government officials as well as exporters of cloud and Al services.

These suggestions offer concrete examples of the types of objectives an Al sandbox could
address as basis for further refinement and consultations across the MoEF, and/or MDT.

After the sandbox objectives and scope has been identified the next step of the sandbox
will be to tightly define the critical question(s). This preparatory work will provide the clarity
and focus needed for success. However, as the chosen critical questions will impact the
scope of the sandbox, it is important to ensure they are not too broad or too narrow.
Sandbox questions that are too broad will be resource intensive and potentially difficult to
meaningfully test and implement, whereas too narrow may lead to results that have limited
applicability, reducing the potential for broader learning and scalability. Another important
aspect when setting the objectives of the sandbox is to identify the type of outcome or
documentation to be achieved. For example, will it be regulatory guidelines, accelerator
infrastructure or data access pools for MSMEs or even certifications or opinion statements
by regulators on a particular Al product, service or use case. Surveyed stakeholders in
Uzbekistan proposed practical sandbox KPIs including: innovation uptake, time-to-policy-
change, compliance/privacy outcomes, stakeholder engagement, and regulatory learning
which are worth considering for any sandbox initiation.

Assessing how the sandbox will be measured is another important feature of this stage.
Identifying at the start how to measure whether the sandbox has reduced barriers for
MSMEs would be important. For example, if a sandbox is supposed to address “regulatory
uncertainty” what are the measurements the sandbox initiators in Uzbekistan could use to
assess whether the sandbox worked. This is important to measure how to improve sandbox
initiatives and how they can be best managed in the local context and in which circumstances
alternative interventions should be applied.

Summary
m Define the specific regulatory or operational problem to be addressed
® Develop a common framing — preliminary talks
m |dentify how the problem relates to innovation, compliance, and/or public interest
m Define the scope and focus: sectors, technologies, and themes to be prioritized

M Establish the key objectives and expected outcomes

46 Financial Conduct Authority (2025). FCA allows firms to experiment with Al alongside NVIDIA.
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Assess the sandbox suitability for the Al challenge

When considering a sandbox, the MoEF and MDT should start with a comprehensive
assessment of whether a sandbox is the most effective tool for the policy or innovation
challenge at hand.

It is also important to identify the risks, such as data protection and security aspects as well
as whether or not the regulatory authority or ministry is ready to sandbox. Additional areas
for careful assessment include potential harms to consumers or vulnerable populations,
sector-specific safety concerns (for example, in health where patient well-being and privacy
are highly sensitive), misuse of personal or sensitive data, unintended market distortions,
and risks associated with inadequate transparency or accountability. In the specific context
of Uzbekistan, further risk factors include misalignment with national Al strategic priorities,
lack of clear liability and audit frameworks for Al systems in high-stakes environments,
algorithmic discrimination in areas such as credit scoring or public-sector decision-making,
regulatory capacity constraints that disadvantage smaller firms, as well as data sovereignty
concerns and limited local-language datasets.

In terms of the risks of sandboxes, surveyed stakeholders shared privacy breaches, “black-
box" opacity, bias/discrimination, reputational and regulatory risk from rules that are either
too narrow or too vague as key sandbox risks to mitigate. Ensuring clarity in accountability,
preventing experimental harms to vulnerable populations, and avoiding regulatory
uncertainty that could discourage innovation will be critical. There is also a need to strengthen
institutional capacity so that both regulators and smaller firms can meaningfully participate,
and to ensure that sandbox outcomes translate into actionable guidance to maintain public
trust and support responsible scaling.

While sandboxes can provide valuable environments for testing innovative technologies
under controlled conditions, they are not always the most suitable or efficient mechanism
to be implemented. Establishing and operating a sandbox demands significant resources, in
terms of funding, expertise, and staff time. For issues where regulatory uncertainty is limited
or where experimentation does not require temporary exemptions, Uzbekistan should also
consider alternative instruments such as innovation hubs, policy prototypes, and living
labs which may offer more appropriate frameworks for collaboration, learning, and policy
development.

Innovation hubs such as IT Park in Uzbekistan, can serve as contact points between regulators
and innovators, emphasizing dialogue and short consultations rather than experimentation
with technology and legal provisions. Financial authorities, such as the UK Financial Conduct
Authority, have established such spaces as single-entry points for exchanges that, depending
on the complexity of the issue, may later evolve into sandbox projects.™’

Policy prototypes enable stakeholders to iteratively design, test, and refine policy measures
before formal adoption, promoting adaptability to emerging technologies. They foster
connections between policymakers and technology developers to co-create effective,
evidence-based governance approaches for emerging technologies. One notable example is
Meta’'s Open Loop programme, which has conducted several editions worldwide—including
in Brazil, Singapore, India, the United States, and the European Union.™8

A third alternative, living labs, focuses on integrating users and communities in co-creation
processes — often in real-life settings — to better assess the societal implications of innovation.
In Europe, the European Network of Living Labs (ENoLL) represents a vast ecosystem of

47 FCA Innovation Hub.

48 Open Loop: A Global Experimental Governance Program.
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such initiatives, facilitating knowledge exchange and collaborative experimentation across
sectors.™ Universities in Uzbekistan or the upcoming state institution “Digital Economy
Research Centre” within the structure of the MDT and the prospective new state institution
called the “Center for the Development of Artificial Intelligence and the Digital Economy”
could help support the incubation of such living labs for continuous co-creation processes
to support Al adoption.

These complementary instruments highlight that Uzbekistan should not consider Al
regulatory sandboxes as “silver bullets” but rather one tool within a broader ecosystem of
innovation governance, each suited to different stages, objectives, and levels of regulatory
complexity.

Summary:
® Analyse if a sandbox is the most appropriate tool for this particular problem
B Compare with alternative instruments
® |dentify the why, the what and the how, the outcomes
B Conduct preliminary risk assessments (e.g., data privacy, safety)
Assess organizational readiness to sandbox

Depending on the Ministry or regulatory authority overseeing the sandbox and whether there
will be other public administrations leading and/or participating, assessing the organizational
readiness to design and implement a sandbox will be a complex but important task. This will
help ensure the sandbox initiation meets objectives but also respects resource limitations.

To initiate a regulatory sandbox, a public sector official will need to find out whether they have
an explicit mandate to do a sandbox. For example, is a sandbox prescribed in law? Often there
may be a legal anchor to a regulatory sandbox project, such as an experimentation clause — a
legal or regulatory provision that explicitly allows for testing, piloting, or experimenting with
new technologies, products, or processes under a controlled environment.”® In Uzbekistan,
as mentioned in earlier sections of this document, the Cabinet of Ministers approved a
temporary procedure for the introduction of a special legal regime (“regulatory sandbox”)
in several areas of business.

If there is not a specific mandate to do a regulatory sandbox in a particular sector, a first
step would be to explore how much flexibility there is in establishing such a project. Whereas
a legal mandate is likely not needed for operational sandboxes that are often run by the
private sector, it is important to identify whether there are “champions” or supporters of a
sandbox approach to avoid backlash at a later stage in the process.

Another key aspect of sandbox readiness is identifying the team who will help design and
eventually manage and run the sandbox. While this may primarily fall to the internal staff of
the administration setting up the sandbox, it can also be supported through outsourcing.
However, it isimportant to identify and confirm early on who holds decision-making authority
for running the sandbox and establishing its governance processes.

While not necessarily for all sandboxes, during the sandbox initiation stage, it is important
to consider any specific infrastructure needs. For example, many surveyed stakeholders
highlighted the need for MSME's to gain access to varied data sources and technical
infrastructure to help Al firms, demonstrate compliance, safety, and value in real-world Al

49 European Network of Living Labs (ENoLL).

150 OECD (2025), Regulatory Sandbox Toolkit: A Comprehensive Guide for Regulators to Establish and Manage
Regulatory Sandboxes Effectively.

78



8| ANNEX

use cases. Setting up a sandbox with these objectives will require systems to test or share
data within the sandbox. Establishing the resources for technical infrastructure early on will
inform the design and development of the sandbox and ensures adequate support is in
place.

Summary

® Confirm legal mandate or regulatory flexibility to initiate a sandbox and potentially allow
exemptions (if regulatory sandbox)

M Assess internal human resource and expertise

m |dentify technical infrastructure needs for a testing phase (e.g., data systems, testing
tools), if relevant

M Evaluate institutional governance and decision-making capacity
M |dentify and remediate internal readiness risks or gaps
Ensure Policy/Regulatory Alignment

A key part of the sandbox initiation phase for Uzbekistan is to ensure alignment with existing
regulatory frameworks. Considering Uzbekistan’s desire to support the adoption of Al through
a variety of sectors. Identifying the different types of sectoral regulation that may play a
role in any Al sandbox initiation is important. What's more, Uzbekistan has laid important
foundations for Al regulation through its National Al Strategy 2030, the draft Al law, and the
regulatory sandbox framework introduced by Resolution No. 617. Yet, there is no specific Al
law, or clear legal status for Al systems, codified processes for risk assessment, certification,
or post-market monitoring. Policy alignment for a sandbox could therefore involve both an
external assessment. Which would evaluate consistency with regulatory authority policies,
innovation strategies, and legal requirements of related sectors.

For example, key sectoral regulators who may need to be included in an Al sandbox covering
their sector include in the case of the financial sector: the MoEF, the Central Bank, TBC Bank.
In the healthcare sector: the Ministry of Health (MoH) oversees the integration of Al into the
Unified Medical Information System (DMED), including pilots for predictive analytics and
digital medical assistants. In the trade and border management sector, the State Customs
Committee has launched pilots of Al-driven analytics to streamline customs procedures and
improve compliance.

It is therefore necessary to assess the current regulatory framework early on before designing
the sandbox so that stakeholders who are invited to participate in the sandbox are aware of
the regulatory environment and their potential roles in the sandbox. A regulator may need
to anticipate whether the sandbox will likely provide any regulatory leeway to participating
entities and if so, how the preparatory phase will explore how the sandbox will impact others
in the market. In cases where a sandbox is being set up in the context of legal gaps and
where there is no regulation at all, it is important to consider how interactions within the
sandbox will be governed to provide legal certainty to the participating actors. Surveyed
participants shared that in addition to any relevant sectoral based laws, a sandbox could
test the applicability of broad principles into practical instruments such as sector-specific
guidance, lightweight assurance tools.™"

What is more, in the case where an Al sandbox may be providing access to data, relevant data
protection and privacy frameworks will need to be factored into the sandbox governance
structure. The foundations of the privacy and data protection regime in Uzbekistan are laid
down by the Law of the Republic of Uzbekistan “On Personal Data” No. ZRU-547 as of July 02,
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2019 ("The Law on Personal Data"), a cross-sectoral law governing the collection, processing,
and protection of personal data. Uzbekistan has also demonstrated a commitment to the
development and support of the data access and use framework through a series of initiatives.
The National Al Strategy 2030 inventories socio-economic “big data” and tasked the MDT
to create a national "Big Data” database by 1 September 2025 to support Al projects and
research. Uzbekistan also operates an Open Data Portal and is a member of the Open Data
Charter. The modalities of these initiatives should be considered when setting up an Al
sandbox to support data governance and handling within the secure environment.'™?

Summary

B Review alignment with current regulatory frameworks and possible requests for
exemptions

® Coordinate needs with other regulatory agencies

M Support consistency with national innovation and digital strategies

® |dentify any legal gaps that may need to be addressed

B Map existing obligations that remain applicable in the sandbox (incl. subsidiarity)
Evaluate resources and budgeting

A crucial activity during the initiation phase is to evaluate the organization’s preparedness
to implement a sandbox, which includes identifying its strengths, weaknesses and areas for
development. This evaluation helps determine whether the organization has the necessary
financial, human, and technical resources to establish and operate the sandbox effectively.
It also involves assessing if existing resources or initiatives can be leveraged or if additional
funding, expertise or support are necessary to ensure the successful implementation of the
sandbox. Resources and budgeting are dependent on the government agency leading the
Al sandbox and this will likely be different across teams and departments. However, the
question of resources and budgeting is especially important if Uzbekistan is considering a
multi-year Al sandbox. Understanding the costs of existing sandboxes in Uzbekistan (even
in the financial sector) could be helpful to set a benchmark. Explore the different options
for sandbox funding is another important aspect. An Al sandbox could potentially be
supported by alternative financing models such as (VC, and crowdfunding). While there are
few examples worldwide of these models, Uzbekistan's sandbox experience in the financial
services sector could help explore potential structures and interest. Typically, an Al sandbox
will be funded by the regulator/government body themselves or with grants from the wider
government budget, but the EFMatury and Finance could consider proposing an Al and
digital transformation to cover Al sandbox initiatives.

Summary

M Estimate the expected duration of the sandbox

M |dentify how many people can be allocated to the project

m Verify if there is a need for external consultancy

M Evaluate if there is a need to buy equipment

®Don't forget to include the cost of the communication and engagement strategy
Identify sandbox stakeholders

A stakeholder and partner map needs to be developed to clarify roles and potential

collaborations. Direct consultation with key stakeholders before launching the sandbox will
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also provide valuable feedback to shape the sandbox’s future direction. Identifying issues of
equal importance, uncertainty and public interest will help to prioritize the sandbox activities
and resource allocation, while maintaining focus on the problems it is aiming to solve. In
addition to the policies and legal frameworks it is important to identify who in the regulatory
environment needs to be involved.

For example, engaging only a subset of stakeholders risks perceptions of bias, while
attempting to involve everyone may make management unfeasible. Trade associations as
well as Industry and Community Networks such as the Central Asia Al Association (AICA),
could serve as intermediaries, representing both larger and smaller industry players. Within
government agencies, it is important to identify internal departments that can provide
support. Additionally, including external experts from civil society and academia — particularly
during the early stages of sandbox design — can help bring in diverse perspectives, foster
innovative ideas, and build trust and legitimacy from the outset.

Regarding who should lead a sandbox initiative, surveyed stakeholders suggested a multi-
stakeholder model coordinated by the MDT, with strong roles for the Data Protection
Authority, Ministry of Justice (Minjust), sectoral regulators, academia and civil society. Survey
participants also shared that the private sector should co-design sandbox rules and pilot
projects in the sandbox rather than be consulted ex post. Sandbox capacity building and
training could help support, relevant sandbox participants in the sandbox engagement
process. Regulators and Al developers could participate in sandbox training to fully
understand how to enrich and get the most out of the process.'

Summary
M Prepare a general Stakeholder and Innovation Ecosystem Mapping
® |dentify internal departments to involve early
M List potential participating companies or innovators
m |dentify external experts, facilitators, and civil society actors
W |dentify actors having conducted sandboxes on a similar issue
M |dentify potential partners for funding, research, or technical support
m Classify actors by role: advisory, operational, strategic
Secure initial buy-in

Communication guidelines and planning for the sandbox internally and externally is an
important factor in securing initial buy-in. Due to the fact that sandboxes are collaborative
by nature, it is critical that the initiation stage brings and considers all types of actors who
may need to be involved in the sandbox. Public consultations can be useful tools to raise
interest and collect feedback. Articulating the public value of the sandbox approach will be
necessary to drive support and engagement across government, but also wider areas of
society.

There are various local stakeholders who could be prominent participants and/or actors to
consult or connect within a sandbox initiative. For example: Startups and MSMEs, IT Park
Uzbekistan, academic institutions such as INHA University in Tashkent, IT Park University,
Research Institute for the Development of Digital Technologies and Artificial Intelligence,
Industry and Community Networks such as the AICA and depending on the scope and topic
of the sandbox, UzVC (National Venture Capital Fund of Uzbekistan), MDT, Center for the

53 The Datasphere Initiative has a range of training formats for sandbox capacity building and development.
Examples include a Sandbox Summer School, Masterclasses and Co-creation Lab Workshops
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Development of Artificial Intelligence and the Digital Economy and Sectoral Regulators Al
governance.

As businesses are critical participants in any sandboyx, it is important to consider the different
needs and knowledge gaps of prospective companies who may join a sandbox. Participating
in either an operational or regulatory sandbox requires companies to evaluate several key
factors and potential risk assessment covering:

How well a company’s product or process aligns with the sandbox’s testing goals, the
alignment between the sandbox’s objectives and the company’s development stage, as well
as the type of testing required. Uzbekistan could consider potential sandbox incentives that
could resonate with local start-ups such as: a voucher scheme for evaluation/compute; fee
waivers; fast-track regulatory consultations; optional cohort micro-grants for start-ups.’*

Companies also need to ensure they have qualified personnel who can actively participate
in the sandbox testing process. Effective involvement demands continuous commitment,
expertise, and the flexibility to adjust the product based on feedback gathered throughout
the testing phase.

Knowledge and assessment of the potential financial or associated costs of participating in a
sandbox can also be a significant factor to assess confidentiality and competitive advantage.
It is therefore crucial for companies to assess the level of access granted to the data shared
with the regulatory authority.

Maintaining confidentiality and safeguarding competitive advantages is also vital for
protecting a company’s market position and avoiding potential misuse of proprietary
information.™>

Summary
B Engage key internal and external stakeholders
B Obtain support or non-objection from top management
M Tout the sandbox value even before concrete impact
® Develop a communication strategy (briefs, workshops, alignment sessions)
M Host early consultations to test interest and gather input

M Secure political and institutional support / awareness

CONCLUSION

Al sandboxes have the potential to shape new regulatory paths, strike a balance between
consumer protection, regulatory modernization and encouraging innovation. It is hoped
that this annex will support policymakers in Uzbekistan as they consider how and whether
to leverage sandboxes for Al adoption across the country and particularly with regards to
supporting entrepreneurship and the growth of MSMEs. As outlined in the introduction,
this document has focused on the sandbox initiation stage due to levels of knowledge and
insights obtained throughout the development of this project.

>4 Datasphere Initiative (2025), Sandboxes for Al: Tools for a new frontier, Datasphere Initiative
155 Datasphere Initiative (2025), Sandboxes for Al: Tools for a new frontier, Datasphere Initiative
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