< i INTERNATIONAL CONFERENCE ON

J ADVANCE SCIENCE AND TECHNOLOGY
- Volume 03, Issue 03 2026

THE ROLE OF FOREIGN INVESTMENT AND ENTREPRENEURSHIP IN THE
DEVELOPMENT OF THE NATIONAL ECONOMY

Fazliev Farrux Fakhriddinovich
fara-0606@mail.ru
Chairman of the Board of the National Economic Cooperation Association of Uzbekistan

Abstract: The sustainable development of a national economy increasingly depends on the effective
integration of foreign investment and entrepreneurial activity. Foreign Direct Investment (FDI) serves
as a major source of capital inflow, technological diffusion, and global market integration, while
entrepreneurship stimulates innovation, job creation, and economic diversification. According to
recent global reports, FDI inflows reached approximately $1.3 trillion worldwide in 2023,
demonstrating its continued importance despite global economic uncertainty. At the same time, small
and medium-sized enterprises (SMES), driven by entrepreneurial initiatives, account for over 90% of
businesses and more than 50% of employment globally. This paper provides a comprehensive
analysis of how these two forces interact and contribute to national economic growth, particularly in
developing economies. It also examines structural challenges and offers policy recommendations for
maximizing their impact.
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Introduction

In the 21st century, globalization and economic interdependence have fundamentally transformed
how national economies grow and compete. Traditional growth models based solely on domestic
resources are no longer sufficient. Instead, countries increasingly rely on external capital flows and
internal entrepreneurial capacity to drive development.

Foreign investment has become a cornerstone of economic policy in many countries. For instance,
developing economies collectively attracted nearly 70% of global FDI inflows in recent years,
reflecting their growing importance in the global economic system. Simultaneously, entrepreneurship
has emerged as a critical engine of growth, particularly in countries transitioning toward market-
based economies.

In my view, the real strength of a modern economy lies not only in how much capital it attracts, but
in how effectively it empowers its people to create value. This is where entrepreneurship
complements foreign investment—turning financial resources into sustainable economic outcomes.
Foreign Direct Investment (FDI) is defined as a long-term investment by a foreign entity in the
productive capacity of another country. It differs from portfolio investment because it involves
management control and lasting interest.

Statistical Importance of FDI

Global FDI flows: approximately $1.3 trillion (2023)

Developing countries’ share: ~65—70% of total inflows

FDI contributes up to 10-15% of GDP in some emerging economies

Economic Contributions

1. Capital Formation
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FDI supplements domestic savings, which are often insufficient in developing economies. For
example, in many Central Asian countries, domestic investment rates remain below 30% of GDP,
making foreign capital essential for infrastructure and industrial projects.

2. Technology Transfer and Innovation

Multinational corporations introduce advanced technologies, automation systems, and digital
transformation practices. Studies show that firms with foreign ownership are on average 30-50%
more productive than purely domestic firms.

3. Employment Generation

FDI creates both direct and indirect employment. For example, one large manufacturing investment
can generate thousands of jobs directly and many more through supply chains.

4. Export Expansion

Foreign-invested firms often integrate host countries into global value chains. In many developing
nations, over 50% of exports come from foreign-owned or joint ventures.

From my perspective, the most transformative impact of FDI is not immediate economic growth, but
long-term structural change. It pushes economies toward higher productivity sectors and global
competitiveness.

The Role of Entrepreneurship in Economic Development

Entrepreneurship is widely recognized as a fundamental driver of economic dynamism. It transforms
ideas into economic value and plays a crucial role in adapting to changing market conditions.
Global Statistics on Entrepreneurship

SMEs represent over 90% of all businesses worldwide

SMEs generate 50-60% of global employment

In developing countries, SMEs contribute up to 40% of GDP

Key Contributions

1. Job Creation

Entrepreneurial ventures, especially startups and SMEs, are the largest source of new jobs. In many
economies, over 70% of new employment comes from small businesses.

2. Innovation and Technological Progress

Entrepreneurs are responsible for disruptive innovations. Companies like startups in fintech, e-
commerce, and Al sectors demonstrate how small firms can reshape entire industries.

3. Economic Diversification

Entrepreneurship reduces dependence on a single sector (e.g., natural resources) and promotes
diversification into services, manufacturing, and technology sectors.

4. Social and Cultural Impact

Entrepreneurship encourages independence, resilience, and creativity. It also empowers marginalized
groups, including women and youth.

In my opinion, entrepreneurship is the “human face” of the economy. While statistics measure
growth, entrepreneurs represent ambition, risk, and vision—the true forces behind sustainable
progress.

Interaction Between Foreign Investment and Entrepreneurship

The relationship between foreign investment and entrepreneurship is highly complementary.
Positive Synergies

1. Knowledge Spillovers
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Local entrepreneurs benefit from exposure to international best practices, management techniques,
and innovation strategies.

2. Supply Chain Development

Foreign firms often rely on local suppliers, creating opportunities for domestic businesses to grow.
3. Access to Finance and Markets

Partnerships with foreign investors can provide entrepreneurs with funding and entry into
international markets.

4. Startup Ecosystem Growth

Countries with strong FDI inflows often experience rapid development of startup ecosystems,
particularly in technology sectors.

Potential Risks

Market dominance by multinational corporations

Limited growth opportunities for local firms

Profit repatriation reducing domestic reinvestment

From a critical perspective, the key challenge is balance. Foreign investment should act as a catalyst,
not a substitute, for local entrepreneurship.

Challenges and Limitations

Challenges Related to Foreign Investment

Political instability reduces investor confidence

Weak legal systems discourage long-term commitments

Corruption increases transaction costs

Infrastructure gaps limit investment potential

Challenges for Entrepreneurship

Limited access to capital (especially for startups)

High interest rates and financial barriers

Lack of business education and mentorship

Regulatory complexity and bureaucracy

Statistically, about 50—70% of startups fail within the first five years, highlighting the risks associated
with entrepreneurship.

In my view, the biggest issue is not lack of talent or ideas, but lack of support systems. Without proper
institutions, both investors and entrepreneurs face unnecessary obstacles.

Policy Implications

To maximize the benefits of foreign investment and entrepreneurship, governments should adopt a
comprehensive strategy:

1. Improve Investment Climate

Ensure political and economic stability

Strengthen legal frameworks and property rights

Reduce corruption and bureaucracy

2. Support Entrepreneurs

Provide access to affordable financing

Develop business incubators and accelerators

Promote entrepreneurship education

3. Encourage Innovation

Invest in research and development (R&D)
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Support digital transformation initiatives

Foster collaboration between universities and businesses

4. Ensure Balanced Development

Protect local businesses from unfair competition

Encourage joint ventures and partnerships

Promote inclusive growth policies

A well-balanced policy approach can create a sustainable ecosystem where both foreign investors and
local entrepreneurs thrive.

Conclusion

Foreign investment and entrepreneurship are indispensable components of modern economic
development. While FDI brings capital, technology, and global integration, entrepreneurship ensures
adaptability, innovation, and long-term sustainability.

Statistical evidence clearly shows that countries that successfully combine these two elements achieve
higher growth rates, better employment outcomes, and greater economic resilience.

In conclusion, the future of national economies depends on their ability to create synergy between
external resources and internal capabilities. In my opinion, true development is achieved not when a
country simply attracts investment, but when it empowers its people to become creators of value
themselves.
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