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Introduction 
Digital transformation has become an important factor of modern economic 

development. It changes production, finance, management, logistics, marketing, public 
administration, education, and services. In the contemporary economy, competitiveness 
depends not only on material resources, but also on the ability to create, process, and use data 
effectively. 

For Uzbekistan, this issue is relevant because the “Digital Uzbekistan – 2030” strategy 
defines digital transformation as one of the key directions of national modernization [1]. The 
strategy aims to develop the digital economy, improve public services, expand digital 
infrastructure, and strengthen national competitiveness. 

However, digital transformation should not be understood only as the introduction of 
new technologies. Digital platforms, artificial intelligence, cloud services, electronic payment 
systems, and big data tools do not automatically create an innovative economy. They produce 
sustainable results only within an effective institutional environment. 

Institutions determine the rules of economic activity. According to D. North, institutions 
shape economic performance by defining formal and informal rules of interaction in society 
[2]. Therefore, digital transformation can become a source of innovative development only 
when institutions reduce uncertainty, support investment, protect rights, and create incentives 
for technological renewal. 

The purpose of this thesis is to identify the institutional factors that ensure innovative 
economic development in the context of digital transformation. 

Literature Review and Methods 
The study is based on three approaches: digital economy theory, institutional economics, 

and innovation systems theory. 

Digital economy theory explains how data, platforms, artificial intelligence, digital 
infrastructure, and network interaction change economic relations. Institutional economics 
explains why countries with similar access to technologies may achieve different economic 
results. Innovation systems theory shows that innovation emerges through cooperation between 
universities, firms, research centers, investors, technology parks, public agencies, and 
consumers. 

The OECD emphasizes that digital transformation requires connectivity, innovation 
capacity, and trust in the digital environment [3]. The World Bank also notes that digital 
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technologies and artificial intelligence can support productivity and new economic 
opportunities, but developing countries need stronger foundations in connectivity, data 
governance, institutional reform, and human capital [4]. 

The research uses qualitative methods: institutional analysis, comparative analysis, 
systematic analysis, and content analysis. The study relies on official documents of Uzbekistan, 
academic literature, and analytical reports by the OECD, World Bank, WIPO, and UNDP. 

Results and Discussion 
The analysis shows that digital transformation becomes economically effective only 

when it is supported by three groups of institutional factors. 

First, institutional readiness and digital governance are necessary. Digital technologies 
need clear legislation, data protection, cybersecurity, electronic transactions, digital identity, 
intellectual property protection, platform regulation, and responsible use of artificial 
intelligence. If these rules are weak, businesses hesitate to invest, and citizens do not fully trust 
digital services. Digital governance also reduces transaction costs, simplifies administrative 
procedures, increases transparency, and improves communication between the state, business, 
and society. 

Second, digital infrastructure and human capital are practical drivers of innovation. 
Digital infrastructure includes broadband internet, mobile networks, data centers, cloud 
services, digital payment systems, and secure platforms. However, infrastructure alone is not 
enough. Its economic effect depends on digital skills and organizational capacity. Digital 
transformation requires software developers, data analysts, cybersecurity specialists, artificial 
intelligence engineers, digital finance experts, and innovation managers. Universities should 
also support applied research, startup activity, and cooperation with industry. 

Third, innovation ecosystems and private sector participation transform digital 
technologies into economic value. Innovation is not created only by government programs. It 
emerges through cooperation between firms, universities, research centers, technology parks, 
investors, startups, and public agencies. The private sector plays a central role because 
businesses turn digital opportunities into products, services, exports, and productivity growth. 
UNDP materials on Uzbekistan’s digital economy emphasize the importance of digital 
entrepreneurship, ICT sector development, startup support, artificial intelligence strategy, and 
regulatory improvement [6]. 

The Global Innovation Index 2025 ranked Uzbekistan 79th among 139 economies [5]. 
This indicates progress in the national innovation environment. At the same time, the next task 
is to transform existing institutional and digital conditions into measurable innovation outputs, 
such as high-tech products, digital services, startup growth, and export capacity. 

Conclusion 
Digital transformation is an important condition for innovative economic development. 

However, its success depends not only on technologies, but also on the institutional 
environment in which these technologies are introduced and used. 

The study shows that three institutional factors are especially important: 

• institutional readiness and digital governance 

• digital infrastructure and human capital 

• innovation ecosystems and private sector participation 

For Uzbekistan, digital transformation creates opportunities for economic 
modernization, productivity growth, entrepreneurship, and innovation. To use these 
opportunities effectively, digital legislation should be improved in the areas of data protection, 
cybersecurity, artificial intelligence, fintech, digital platforms, and intellectual property. 
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Digital infrastructure policy should focus not only on coverage, but also on quality, 
affordability, regional balance, and business use. Universities should become active participants 
in the innovation ecosystem through applied research, startup support, and cooperation with 
industry. Private sector innovation should be supported through financial incentives, venture 
mechanisms, startup programs, and simplified digital business procedures. 

Thus, institutional readiness is the decisive condition for turning digital transformation 
into innovative economic development. 

References 

Official Documents 
1. President of the Republic of Uzbekistan. 2020. Decree No. UP-6079 “On approval of the 

Strategy ‘Digital Uzbekistan – 2030’ and measures for its effective implementation.” 
Lex.uz. https://lex.uz/docs/5031048 

Authored Book 
2. North, D. C. 1990. Institutions, Institutional Change and Economic Performance. 

Cambridge University Press. 

Reports and Analytical Publications 
3. OECD. 2024. Digital Economy Outlook 2024, Volume 2: Strengthening Connectivity, 

Innovation and Trust. OECD Publishing. https://www.oecd.org/en/publications/oecd-
digital-economy-outlook-2024-volume-2_3adf705b-en.html 

4. World Bank. 2025. Digital Progress and Trends Report 2025: Strengthening AI 
Foundations. World Bank Group. https://www.worldbank.org/en/publication/dptr2025-ai-
foundations 

5. World Intellectual Property Organization. 2025. Global Innovation Index 2025: 
Uzbekistan Ranking. WIPO. https://www.wipo.int/gii-ranking/en/uzbekistan 

6. UNDP Uzbekistan. 2025. Digital Economy of Uzbekistan: The State of Digital 
Entrepreneurship and Artificial Intelligence. United Nations Development Programme. 
https://www.undp.org/uzbekistan/publications/digital-economy-uzbekistan-state-digital-
entrepreneurship-and-artificial-intelligence 

  


