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INTEGRATED INSTITUTIONAL MECHANISM
OF FORMATION AND MANAGEMENT OF
NATIONAL CRAFT CLUSTER

Yakhshilikov Sardor Rustam ugli
PhD student, Tashkent State Agrarian University

Abstract: This article examines the integrated institutional mechanism for the formation and management of a
national craft cluster. The study highlights the growing importance of traditional crafts in the development of the creative
economy, cultural heritage preservation, regional entrepreneurship, tourism integration, and inclusive employment. The
paper analyzes the role of artisans, local authorities, educational institutions, tourism organizations, financial institutions,
digital platforms, and export promotion agencies in creating a coordinated craft cluster system. Special attention is paid
to the experience of Uzbekistan, where the craft sector has significant potential due to rich historical traditions, regional
specialization, women’s and youth participation, and the institutional role of the “Hunarmand” Association. The findings
show that the sustainable development of national craft clusters requires coordinated governance, digitalization, quality
certification, financial support, training programs, tourism integration, and national branding. The article concludes that an
integrated institutional mechanism can transform fragmented craft production into a competitive, sustainable, and culturally
rooted economic sector.

Key words: national craft cluster, institutional mechanism, handicrafts, artisan entrepreneurship, creative economy,
cultural heritage, cluster management, regional development, tourism integration.

AHHOTauumsa: B crtatbe paccmaTpyBaeTCd WHTErpUPOBaHHbBIA UHCTUTYLIMOHAIbHBIA MeXaHu3M (OpMUPOBaHUA Y
ynpaBneHusi HauMoHanbHbIM peMeCneHHbIM knactepom. Ocoboe BHMaHme yaeneHo Bo3pacTatoLLen ponv TpagnumMoHHbIX
pemMécen B pPasBUTUN KpeaTUBHOW SKOHOMWKM, COXPaHEHWUW KynbTypHOrO Hacrneaus, NOAAEPXKKE PernoHanbHOro
npeanpuHMMaTenbCTBa, MHTEerpauuM ¢ TypuaMoM M 06ecrneyeHun MHKII03MBHON 3aHAToCTU. [poaHanvanpoBaHa porb
pEMECNEeHHMKOB, OpPraHOB MECTHOW BracTy, 0OpasoBaTenbHbIX YYPEXOEHUN, TYPUCTUHECKMX OpraHn3auni, (UHaHCOBbIX
WHCTUTYTOB, LIM(PPOBbLIX NIaTdOpM 1 OpraHu3aLMi no NPoABWKEHNIO SKCTOPpTa B CO3AaHNN €AMHON CUCTEMbI PEMECIIEHHOTO
knactepa. Ocoboe BHMMaHue yaeneHo onbiTy Y3bekuctaHa, rae PEMECHEHHbI CekTop obnagaeT 3HauUTENbHbIM
noTeHuuanombnarogaps 6oratbiM UICTOPUYECKUM TPAAULIMAM, PETMOHANBHOW Crieumnann3anum, akTMBHOMY YHaCTUHO KEHLLMH
1N MONOAEXMN, a Takke MHCTUTYUMOHanbHoM ponn Accoumaumm «Hunarmandy». Pesdynbrathl MCCrieqoBaHUsA MOKa3biBaKT,
YTO YCTOMYMBOE pa3BUTUE HaALMOHArbHbIX PEMECIEHHBIX KrnacTepoB TpebyeT CKOOPAMHUPOBAHHOIO YNpaBneHus,
uucpoBusaunm, cuctembl ceptTndnkaumm kayectsa, MHaAHCOBOW NOAAEPKKN, MPOrpaMM NOArOTOBKY KaApoB, MHTErpauum
C TYpM3MOM M pa3BUTUS HaumoHanbHoro 6peHaa. CaenaH BbIBOA4 O TOM, YTO MHTErPUMPOBAHHBIN MHCTUTYLMOHAMBHBIN
MexaHu3M cnocobeH npeobpas3oBaTb pa3po3HEHHOE PEMECIIEHHOE NPOM3BOACTBO B KOHKYPEHTOCNOCOOHBIN, YCTONYMBBINA
N OCHOBAHHbIV Ha HALMOHAaIbHbIX KYNbTYPHBIX TPAAULMAX CEKTOP 9KOHOMUKN.

KnroyeBble cnoBa: HaLLI/IOHaJ'IbeII7I peMeCJ'IeHHbII7I Knacrep, I/IHCTI/ITyLLVIOHaJ'IbeII7I MeXaHWU3M, peMecrieHHN4ecTBO,
pPEMECIEHHOE MNPEANPUHUMATENBLCTBO, KpeaTUBHAsA 3KOHOMMKA, KynbTypHOE Hacnegue, YnpaBlieHWe KIacTepoMm,
pervoHanbHoe pa3BuTue, MHTerpaLms ¢ TYpusmMom.

INTRODUCTION

In the context of globalization, structural transformation of national economies, and growing demand for
authentic cultural products, the development of national crafts has become an important factor in strengthening
local entrepreneurship, preserving cultural heritage, expanding employment opportunities, and increasing the
competitiveness of regional economies. Traditional crafts represent not only a form of economic activity, but
also a valuable component of national identity, historical continuity, and cultural expression. Therefore, the
systematic development of the craft sector requires a comprehensive institutional approach that combines
economic, social, cultural, organizational, and managerial dimensions.

In many countries, craft production is increasingly viewed as a promising direction for inclusive economic
development, especially in regions with rich historical traditions and strong local production skills. Handicrafts
contribute to the diversification of small business activities, the development of family entrepreneurship, the
employment of women and youth, and the promotion of cultural tourism. At the same time, the craft sector

19 econoscitech-integration-journal.uz
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continues to strengthen its development through expanding production cooperation, improving access to
finance, enhancing marketing channels, deepening integration with tourism and export markets, advancing
technological modernization, and reinforcing coordinated institutional support. These developments enhance
the ability of craft producers to enter wider domestic and international markets and support the transformation
of traditional craftsmanship into a sustainable economic sector.

One of the effective approaches to overcoming these problems is the formation of national craft clusters.
A craft cluster can be understood as an integrated territorial and institutional system that brings together
artisans, family enterprises, small businesses, training centers, design studios, tourism organizations, financial
institutions, public authorities, and support infrastructure around a common value chain. Unlike separate
and fragmented craft production, the cluster approach creates opportunities for cooperation, specialization,
quality improvement, innovation, branding, logistics, and market expansion. It also allows the craft sector to be
managed not only as a cultural activity, but also as a competitive economic ecosystem.

The relevance of developing an integrated institutional mechanism for the formation and management of a
national craft cluster is determined by the need to coordinate the interests and activities of multiple stakeholders.
The effective functioning of such a cluster requires clear institutional roles, stable cooperation mechanisms,
transparent management structures, legal and financial support instruments, training and certification systems,
digital marketing platforms, and mechanisms for integrating crafts with tourism, creative industries, and export
promotion.

In this regard, the concept of an integrated institutional mechanism is of particular scientific and practical
importance. Such a mechanism should ensure the interaction of state bodies, local authorities, artisans’
associations, educational institutions, financial organizations, tourism entities, business support centers, and
digital platforms. It should also provide a framework for strategic planning, resource allocation, monitoring,
quality control, product standardization, brand development, and market access. The institutional mechanism
must therefore serve as a bridge between traditional craft knowledge and modern economic management.

The formation of a national craft cluster is especially significant for countries with rich cultural heritage and
strong regional craft traditions. In such contexts, craft clusters can contribute to the preservation of intangible
cultural heritage, the creation of new jobs, the development of regional tourism routes, the promotion of local
brands, and the expansion of export-oriented production. At the same time, the successful development of
these clusters requires not only administrative support, but also a scientifically grounded model of institutional
interaction and cluster management.

REVIEW OF LITERATURE ON THE SUBJECT

In recent years, the formation and management of craft clusters have attracted increasing scholarly attention
due to their role in local economic development, cultural heritage preservation, creative entrepreneurship,
tourism integration, and inclusive employment. The literature shows that traditional crafts are no longer
considered only as cultural products or household-based activities; rather, they are increasingly analyzed as
part of creative industries, regional value chains, and cluster-based development systems. Within this context,
the institutional mechanism of craft cluster formation has become a significant research direction, as effective
cluster development requires coordination among artisans, local authorities, financial institutions, tourism
organizations, educational centers, marketing platforms, and export-support agencies.

S. Sehnem and co-authors conducted one of the important recent studies on public policies, management
strategies, and sustainable competitive management in the handicraft sector. Their research emphasizes that
handicraft development depends not only on the skills of artisans, but also on institutional support, public
policies, market access, sustainability-oriented management, and coordination among stakeholders. The
authors argue that sustainable and competitive craft management requires an integrated model that combines
economic, social, environmental, and managerial dimensions. This approach is directly relevant to the formation
of national craft clusters because it shows that fragmented artisan activity can be transformed into a more
competitive system only when supported by coordinated institutional mechanisms'.

A. Wondirad, D. Bogale, and Y. Li studied the practices and challenges of developing handicrafts as a core
tourism product in southern Ethiopia. Their research demonstrates that handicrafts can become an important
component of sustainable tourism development when they are integrated into tourism routes, local cultural
experiences, and destination branding strategies. However, the authors also identify several barriers, including
weak market linkages, limited institutional support, poor product development, insufficient promotion, and
inadequate cooperation between the tourism and handicraft sectors. This study is important for the present
topic because it confirms that craft clusters should not be managed in isolation from tourism, but should be

1 Sehnem, S., Piekas, A., Dal Magro, C. B., Fabris, J., & Leite, A. (2020). Public policies, management strategies, and the sustainable and
competitive management model in handicrafts. Journal of Cleaner Production, 266, 121695. https://doi.org/10.1016/j.jclepro.2020.121695
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institutionally linked with destination management and cultural tourism development?.

M. Shafi and co-authors examined innovation in traditional handicraft companies from the perspective
of sustainable development. Their systematic literature review shows that innovation in handicrafts does
not necessarily mean replacing traditional techniques with industrial production; rather, it includes design
improvement, digital marketing, sustainable materials, new business models, product diversification, and
organizational modernization. The authors highlight that handicraft enterprises need to balance tradition and
innovation in order to remain competitive in modern markets. For the formation of national craft clusters, this
finding is especially important, because cluster management should create conditions for artisans to preserve
cultural authenticity while adopting modern technologies, design standards, and market-oriented production
methods?.

A. Mohamed Soliman Mohamed analyzed the development barriers of Egyptian handicraft clusters
and suggested policy reforms. The study identifies institutional fragmentation, weak coordination among
stakeholders, limited access to finance, lack of reliable market channels, insufficient training, and inadequate
policy implementation as major obstacles to cluster development. The author argues that handicraft clusters
require a clear institutional body, defined responsibilities, effective governance mechanisms, and targeted
support policies. This research is highly relevant to the concept of an integrated institutional mechanism, as
it directly shows that the success of craft clusters depends on the presence of a coordinated governance
structure and not merely on the existence of artisan groups*.

D. Fernandez Bellver, M. B. Prados-Pefia, A. M. Garcia-Lopez, and V. Molina-Moreno conducted a
bibliometric analysis of crafts as a key factor in local development. Their study reveals that contemporary
research on crafts is mainly concentrated around several themes: crafts as a source of local income, the
relationship between crafts and tourism, job creation, sustainability, rural development, poverty reduction, and
the socio-economic effects of new craft products and processes. The authors show that crafts are increasingly
being studied as a multidimensional development factor rather than a narrow cultural activity. This conclusion
supports the need for a national craft cluster model that integrates economic, social, cultural, and regional
development functions within a single institutional framework®.

U. Hasanah, B. M. Sukoco, E. Supriharyanti, and W.-Y. Wu presented a systematic literature review
on fifty years of artisan entrepreneurship. Their study identifies environmental, social, organizational, and
individual factors that influence the development of artisan entrepreneurship. The authors also point out
that artisan entrepreneurship produces outcomes at individual, organizational, and social levels, including
income generation, identity preservation, community development, and entrepreneurial resilience. This study
contributes to the theoretical foundation of national craft cluster formation by showing that artisans should be
viewed not only as producers, but also as entrepreneurs operating within a broader institutional and socio-
economic ecosystem®.

K. Rodriguez Echavarria and co-authors examined the place-based development of Egyptian handicraft
clusters, focusing on the al-Darb al-Ahmar cluster in Historic Cairo. The study highlights the importance of
place-based strategies, cultural heritage, digital transformation, local identity, and stakeholder collaboration
in strengthening handicraft clusters. The authors argue that craft clusters should be developed in connection
with their territorial context, historical environment, community networks, and cultural assets. This approach is
essential for national craft cluster management because it demonstrates that cluster formation should be based
on the specific cultural, spatial, and institutional characteristics of each region’.

A. K. Jha’s case study of the Moradabad metal craft cluster analyzes the functioning of an export-oriented
craft cluster and its vulnerability to global market fluctuations, policy changes, and institutional constraints. The
study shows that even large and historically established craft clusters require continuous policy support, export
facilitation, market diversification, technological upgrading, and institutional coordination. The Moradabad case
is particularly useful for understanding how a national craft cluster can be linked to export markets while still

2 Wondirad, A., Bogale, D., & Li, Y. (2021). Practices and challenges of developing handicrafts as a core tourism product in Chencha and Konso,
southern Ethiopia. International Journal of Cultural Policy. https://doi.org/10.1080/10286632.2021.1938560

3 Shafi, M., Szopik-Depczynska, K., Cheba, K., Ciliberto, C., Depczynski, R., & loppolo, G. (2022). Innovation in traditional handicraft
companies towards sustainable development: A systematic literature review. Technological and Economic Development of Economy, 28(6),
1589-1621. https://doi.org/10.3846/tede.2022.17085

4 Mohamed Soliman Mohamed, A. (2022). Egyptian handicrafis clusters: Barriers to development & suggested policy reforms [Master’s
thesis, The American University in Cairo]. AUC Knowledge Fountain. https://fount.aucegypt.edu/etds/1864

5 Fernandez Bellver, D., Prados-Pefia, M. B., Garcia-Lépez, A. M., & Molina-Moreno, V. (2023). Crafis as a key factor in local development:
Bibliometric analysis. Heliyon, 9(1), e13039. https://doi.org/10.1016/j.heliyon.2023.e13039

6 Hasanah, U., Sukoco, B. M., Supriharyanti, E., & Wu, W.-Y. (2023). Fifty years of artisan entrepreneurship: A systematic literature review.
Journal of Innovation and Entrepreneurship, 12, 46. https://doi.org/10.1186/s13731-023-00308-w

7 Rodriguez Echavarria, K., Samaroudi, M., Abdel Barr, O., Salah, A., Sharara, N., Aboulfadl, A., Sakkout, S., Smythe, J., & Weyrich,
T. (2023). Place-based development of Egypt’s handicraft clusters: A review of al-Darb al-Ahmar cluster in Historic Cairo. Zenodo. https://doi.
org/10.5281/zenodo.7705912
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facing challenges related to subsidies, competitiveness, supply chains, and global demand instability®.

Overall, the reviewed literature shows that the development of craft clusters requires more than the
concentration of artisans in one territory. Effective cluster formation depends on a well-designed institutional
mechanism that connects production, training, finance, marketing, innovation, tourism, cultural heritage, digital
platforms, and export promotion. The studies also indicate that sustainable craft cluster management should
combine traditional skills with modern business practices, support artisans as entrepreneurs, strengthen
cooperation among stakeholders, and integrate craft production into local and national development strategies.
Therefore, the concept of an integrated institutional mechanism is scientifically justified as a necessary condition
for transforming national crafts into a competitive, sustainable, and culturally rooted economic sector.

RESEARCH METHODOLOGY

This study applies a qualitative and analytical research approach to examine the integrated institutional
mechanism for the formation and management of a national craft cluster. The methodological basis of the
research is formed by the systematic analysis of scientific literature, institutional frameworks, cluster theory,
artisan entrepreneurship, creative economy development, and public policy approaches related to the craft
sector.

The study uses the systematic analysis method to investigate the national craft cluster as a complex
socio-economic and institutional system. This method makes it possible to identify the main actors involved
in cluster formation, including artisans, small enterprises, local authorities, educational institutions, tourism
organizations, financial institutions, digital platforms, and export promotion agencies. It also helps to determine
the functional relationships among these actors and their role in ensuring sustainable cluster management.

The comparative analysis method is used to examine different approaches to craft cluster development
in international practice. Through this method, the study compares traditional fragmented craft production with
cluster-based models of organization and management. This allows the research to identify the advantages
of cluster formation, such as cooperation, specialization, product quality improvement, branding, market
expansion, and integration with tourism and creative industries.

The institutional analysis method is applied to assess the role of formal and informal institutions in the
development of national craft clusters. In particular, the study focuses on regulatory support, public policy
instruments, financial mechanisms, training systems, certification procedures, marketing infrastructure, and
stakeholder coordination. This method helps to justify the need for an integrated institutional mechanism that
can coordinate the activities of different participants in the craft value chain.

In addition, the research uses the SWOT analysis method to identify the strengths, weaknesses,
opportunities, and threats associated with the formation and management of national craft clusters. This
approach provides a strategic assessment of internal and external factors influencing the development of the
craft sector and helps to formulate practical recommendations for improving cluster governance.

Overall, the chosen methodological approach enables a comprehensive analysis of the institutional,
economic, organizational, and managerial aspects of national craft cluster formation. The combination of
systematic, comparative, institutional, and SWOT analysis methods provides a scientific basis for developing
an integrated mechanism aimed at improving the competitiveness, sustainability, and socio-economic role of
the national craft sector.

ANALYSIS AND RESULTS

In recent years, the development of national craft clusters has become increasingly relevant in the global
economy due to the growing importance of cultural and creative industries, sustainable local production,
heritage preservation, and creative entrepreneurship. Traditional crafts are no longer viewed only as cultural
artifacts or household-based production. They are increasingly recognized as a component of the creative
economy, regional branding, tourism development, women’s and youth employment, and export-oriented small
business activity.

At the global level, the craft sector is developing within the broader framework of cultural and creative
industries. According to recent international assessments, the creative economy has become an important
contributor to trade, employment, and economic diversification. UNCTAD emphasizes that the creative
economy contributes differently across countries, ranging from 0.5% to 7.3% of GDP and from 0.5% to 12.5%
of employment. This indicates that creative industries, including handicrafts, can serve as a meaningful
development driver when supported by effective institutional mechanisms®. In addition, UNESCO’s global

8 Jha, A. K. (2024). A4 case study of Moradabad metal craft cluster. Institute for Studies in Industrial Development Working Paper No. 281.
9 UNCTAD'’s Creative Economy Outlook 2024 states that the creative economy contributes between 0.5% and 7.3% of GDP and employs
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cultural policy agenda highlights the increasing recognition of culture as a key factor of inclusive and sustainable
development, based on the analysis of national and local cultural policy reports submitted between 2019 and
2024,

The global experience shows that positive changes in craft development are occurring in several
directions. First, many countries are integrating crafts into creative economy policies and local development
strategies. Second, traditional craft products are increasingly being linked with tourism, destination branding,
cultural routes, and experiential travel. Third, digital platforms and e-commerce are expanding market access
for artisans, enabling them to reach consumers beyond local bazaars and seasonal fairs. Fourth, craft clusters
are being promoted as tools for strengthening cooperation among artisans, designers, training centers, tourism
organizations, financial institutions, and local governments. These trends show that the competitiveness of
the craft sector depends not only on artisan skills, but also on institutional coordination, market infrastructure,
branding, digitalization, and value chain integration.

In this context, the formation of a national craft cluster requires an integrated institutional mechanism. Such
a mechanism should connect production, education, finance, certification, marketing, tourism, digital platforms,
and export promotion within a single coordinated system. Through this integration, artisans can strengthen
access to finance, enhance their bargaining power, improve branding capacity, and expand their integration
into national and international markets. Therefore, the cluster approach is important because it transforms
individual craft activity into a structured socio-economic ecosystem.

The case of Uzbekistan is particularly significant because the country has a rich historical tradition of
craftsmanship, including ceramics, silk weaving, embroidery, wood carving, metalwork, carpet weaving,
jewelry, miniature painting, leatherwork, and other forms of applied arts. These crafts are closely linked with
national identity, regional specialization, family entrepreneurship, and tourism potential. In recent years, positive
institutional changes have been observed in the craft sector of Uzbekistan. The “Hunarmand” Association plays
an important role in uniting artisans, supporting their rights, promoting handicraft development, and ensuring
the transmission of traditional skills to future generations™.

Recent data also confirm the growing institutional and economic role of the craft sector in Uzbekistan.
According to the “Hunarmand” Association, as of the first quarter of 2025, 27,500 artisans were working across
43 handicraft sectors in the country. Of these, 14,300 artisans, or 52%, were men, while 13,200 artisans, or
48%, were women. In addition, 5,400 members, or 20%, were youth. The number of neighborhoods engaged
in handicrafts reached 7,023". These figures demonstrate that handicrafts in Uzbekistan are not only a cultural
activity, but also an important source of employment, local entrepreneurship, and social inclusion.

The gender and youth structure of the craft sector is especially important from the perspective of inclusive
cluster development. The fact that women represent almost half of registered artisans shows that craft clusters
can become an effective mechanism for supporting women’s entrepreneurship, home-based production, and
family business development. The participation of young artisans also indicates that the sector has potential for
generational renewal, although this requires systematic training, design education, digital skills, and market-
oriented entrepreneurship programs.

Another positive trend in Uzbekistan is the strengthening of international cooperation in the field of
traditional craftsmanship, design, and entrepreneurship. In 2024, UNESCO organized a national training
program in Margilan in cooperation with local authorities, the “Hunarmand” Association, and the Margilan Crafts
Development Centre. The program focused on traditional craftsmanship, design, and entrepreneurship for
safeguarding intangible cultural heritage'. This initiative is important because it shows that the development of
crafts in Uzbekistan is gradually moving from simple preservation toward a more modern model that combines
heritage, design thinking, entrepreneurship, and institutional support.

The connection between crafts and tourism is another important area of positive change. Uzbekistan’s
tourism sector has been expanding in recent years, and cultural tourism remains one of the key directions
of the country’s tourism development. In 2024, the share of tourism in Uzbekistan’s GDP reached 4.7%,
while the share of tourists visiting for leisure and travel increased from 8.3% in 2021 to 14.9% in 2024

between 0.5% and 12.5% of the workforce across countries.

10  UNESCO’s Global Report on Cultural Policies is based primarily on more than 1,200 national and local reports submitted between
2019 and 2024.

11 The IRCI profile of Uzbekistan’s “Hunarmand” Association describes its purpose as uniting artisans, protecting their rights, supporting
handicraft development, and transmitting crafts to future generations.

12 The “Hunarmand” Association reported in April 2025 that 27,500 artisans work across 43 craft sectors, including 52% men, 48%
women, 20% youth, and 7,023 neighborhoods engaged in handicrafts.

13 UNESCO reported that a national training program on traditional craftsmanship, design, and entrepreneurship was held in Margilan
in 2024 with the “Hunarmand” Association and local partners.

14  Uzbekistan’s tourism strategy interim report noted that tourism reached 4.7% of GDP in 2024 and leisure/travel tourists rose from
8.3% in 2021 to 14.9% in 2024.
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This creates favorable conditions for integrating craft clusters with tourism routes, historical cities, cultural
festivals, museums, workshops, and destination branding strategies. In cities such as Samarkand, Bukhara,
Khiva, Kokand, Margilan, Rishtan, and Tashkent, traditional crafts can become an essential part of the tourist
experience and contribute to local income generation.

The analysis shows that the formation of a national craft cluster in Uzbekistan should be based on a multi-
level institutional model. At the first level, artisans, family enterprises, and small craft businesses form the
production base of the cluster. At the second level, educational institutions, craft development centers, design
schools, and vocational training organizations support skills development and innovation. At the third level,
financial institutions, business support centers, and public authorities provide credit, subsidies, infrastructure,
legal support, and market access. At the fourth level, tourism organizations, digital platforms, export agencies,
and branding institutions connect craft products with domestic and international consumers.

Based on the above analysis, the integrated institutional mechanism of national craft cluster formation
should include several key elements. First, there should be a clear coordination body responsible for linking
artisans with local authorities, training centers, tourism organizations, and financial institutions. Second, the
cluster should have a unified database of artisans, craft types, regional specialization, production capacity,
training needs, and market opportunities. Third, certification and quality standards should be introduced to
improve consumer trust and export readiness. Fourth, digital marketing platforms should be developed to
promote national craft products in domestic and international markets. Fifth, craft clusters should be integrated
with tourism routes and cultural heritage programs to increase demand for authentic local products.

Uzbekistan has strong potential for developing a national craft cluster model. The main strengths include
a rich craft heritage, regional specialization, an existing national artisan association, growing tourism demand,
participation of women and youth, and increasing international cooperation. At the same time, several problems
remain relevant: fragmented production, limited access to finance, insufficient use of digital marketing, uneven
product quality, weak export readiness, and limited institutional coordination among stakeholders. These
challenges show the need for an integrated institutional mechanism that can transform the craft sector from
scattered artisan activity into a competitive national cluster.

The formation and management of a national craft cluster in Uzbekistan should be analyzed not only
through the number of artisans, but also through institutional support measures, employment generation,
tourism integration, market access, financial incentives, and the expansion of craft types. During 2021-2025,
Uzbekistan implemented a number of important measures aimed at supporting artisans, strengthening the
“master—apprentice” tradition, expanding the role of crafts in tourism, improving financial support mechanisms,
and increasing the participation of women and youth in the craft sector. These indicators show that the
national craft sector is gradually moving from fragmented individual production toward a more organized and
institutionally supported cluster-based development model (Table 1).

Table 1. Key statistical and institutional indicators of craft sector development in Uzbekistan, 2021-2025%

Key statistical / institutional Quantitative

L Relevance to national craft cluster formation
indicator value

Year

Growth of master artisans over Indicates the expansion of the production base for

2021 . ) 7 times increase | future craft clusters and the growing number of skilled
the previous five years
craft producers.

Demonstrates the strengthening of the “master—
9 times increase apprentice” system, which is essential for human
capital formation in craft clusters.

Growth of apprentices over the

2021 . )
previous five years

Shows that handicrafts had already become an
2021 Employment in the craft sector | 230,000 people important employment-generating sector and a
potential base for regional cluster development.

Artisans included in the Reflects the institutional recognition of highly skilled
2021 National Catalogue of Folk 340 masters artisans and creates a basis for quality standards and
Applied Art cultural branding.
2021 Artisans included in the tourism About 1,500 Confirms the growing integration of crafts with tourism
register artisans routes and cultural tourism products.

15  Source: Compiled by the author.
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. . Indicates that handicrafts were used as a practical tool
New jobs created in the craft . : )
2022 ; 87,297 jobs for employment generation and local entrepreneurship
sector during 11 months
development.
2022 Youth share in newly created 59,436 jobs Shows Fhe role of the craft sectqr in youth emplo-yment
jobs and intergenerational transmission of craft skills.
Demonstrates the inclusive potential of craft clusters,
Share of women among youth- o ; ) . ,
2022 ; 68% especially in supporting women’s employment and
related newly created jobs .
home-based production.
Membership growth in the From about Indicates the rapid institutional expansion of the
2023 “Hunarmand” Association over | 10,000 to nearly national artisan community and the strengthening of
seven years 80,000 members organized sectoral representation.
Shows that handicrafts had become a significant socio-
2023 Employment in the craft sector | 280,000 people | economic sector with strong potential for cluster-based
management.
Reflects the strengthening of financial support
Preferential loans allocated to More than 1.1 mechanisms, which are necessary for production
2024 . - o .
artisans trillion UZS modernization, equipment purchase, and cluster
infrastructure.
Shows the diversification of the craft sector and creates
2024 Number of recognized craft 43 craft sectors oppgnunltles fgr specialized sup-clusters suph as
types ceramics, embroidery, wood carving, textiles, jewelry,
and metalwork.
“Artlsans adTltted tq the Demonstrates the effect of institutional incentives
Hunarmand” Association . . o s
2024 . . 83,400 artisans and preferences in formalizing and organizing craft
through incentives and
producers.
preferences
Artisans working across the Reflects the current registered operational artisan base
2025 9 27,500 artisans reported by the “Hunarmand” Association in the first
country
quarter of 2025.
14,300 men Shows a relatively balanced gender structure and
2025 Gender structure of artisans (52%), 13,200 confirms the importance of crafts for women'’s
women (48%) entrepreneurship.
Youth participation among 5,400 youth Indicates thg potentlallfor genergtllonal renewal and the
2025 . o need for training, design, and digital entrepreneurship
artisans (20%)
programs.
2025 NelghborhOOQS engaged in 7.023 mahallas Demonstratgs the territorial spreaq of craft activity and
handicrafts the potential for place-based regional craft clusters.
Confirms the diversified structure of national crafts and
Craft sectors covered by . L ;
2025 artisans 43 sectors supports the formation of sector-specific and regional
craft clusters.

The data presented in the table show that the craft sector in Uzbekistan has undergone significant
institutional and socio-economic changes during 2021-2025. In 2021, the rapid increase in the number of
master artisans and apprentices, as well as the employment of 230,000 people in the sector, demonstrated
that handicrafts had already become an important source of local employment and cultural-economic activity.
The inclusion of 340 masters in the National Catalogue and about 1,500 artisans in the tourism register also
indicates that the sector was being connected with quality recognition and tourism-oriented development.

The year 2022 was characterized by the strengthening of employment-oriented craft development. The
creation of 87,297 new jobs within 11 months, including 59,436 jobs related to youth participation, shows that
the craft sector became an important tool for supporting youth employment, women’s participation, and the
“master—apprentice” tradition. This is particularly important for the cluster approach, because craft clusters
require not only production facilities, but also skilled human capital and continuous knowledge transfer.

In 2023, the institutional expansion of the sector became more visible. The growth of “Hunarmand”
Association membership from about 10,000 to nearly 80,000 over seven years and the increase of employment
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in the sector to 280,000 people indicate that handicrafts were developing from a traditional household-based
activity into a more organized socio-economic sector. This trend creates a foundation for cluster-based
governance, as the presence of a large and institutionally organized artisan community is a necessary condition
for coordinated management.

In 2024, financial and institutional support measures became more important. More than 1.1 trillion UZS of
preferential loans allocated to artisans created opportunities for purchasing equipment, expanding production,
improving product quality, and strengthening the material base of craft enterprises. At the same time, the
expansion of recognized craft types to 43 sectors and the admission of 83,400 artisans to the “Hunarmand”
Association through incentives and preferences show the diversification and formalization of craft activity.

The 2025 data demonstrate the current structure of the craft sector. According to the “Hunarmand”
Association, 27,500 artisans were working across 43 craft sectors nationwide, including 14,300 men and
13,200 women. Women accounted for 48% of artisans, while youth made up 20%. In addition, 7,023 mahallas
were engaged in handicrafts. These indicators are especially important for the national craft cluster model
because they show that crafts are territorially widespread, socially inclusive, and institutionally connected with
local communities.

The statistical and institutional indicators for 2021-2025 show that Uzbekistan has a strong foundation
for the formation of national craft clusters. The sector has a wide territorial base, diverse craft specialization,
significant employment potential, strong participation of women and youth, and growing institutional support.
However, the next stage of development should focus on transforming this potential into an integrated cluster
management system by strengthening coordination among artisans, local authorities, tourism organizations,
training centers, financial institutions, digital platforms, and export promotion agencies.

To better illustrate the dynamics of national craft cluster development in Uzbekistan, the statistical indicators
for 2021-2025 can be presented in visual form. The charts below summarize the key employment, participation,
and structural indicators of the craft sector and help reveal the institutional and socio-economic changes taking
place in recent years (Figure 1).

Uzbekistan's National Craft Cluster Development:
Selected Employment and Participation Indicators, 2021-2025

280,000

250000 A

230,000

200000

150000 1

Number of people

100000 A

50000 4

2021 2022 2023 2025 2025
Employment in craft sector New jobs created Employment in craft sector Registered artisans Youth artisans

Figure 1. Employment and Participation Indicators in Uzbekistan’s National Craft Cluster (2021-2025)

The first chart shows that the craft sector in Uzbekistan has maintained a strong socio-economic role
over the period under review. In 2021, employment in the craft sector reached 230,000 people, and by 2023
this figure increased to 280,000 people, indicating the growing importance of crafts in local employment and
regional economic activity. In 2022, 87,297 new jobs were created in the sector, which confirms that handicrafts
also served as an active instrument for income generation and labor market expansion. The 2025 data, in

16 Source: Compiled by the author.
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turn, show that 27,500 registered artisans and 5,400 youth artisans were active in the system, reflecting the
formalized and institutionally organized base of the national craft sector (Figure 2).

Uzbekistan’s National Craft Cluster:
Gender and Youth Structure of Registered Artisans, Q1 2025
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Figure 2. Analysis of National Craft Cluster Development in Uzbekistan (2021-2025)""

The second chart highlights the gender and youth structure of registered artisans in the first quarter of
2025. It shows a relatively balanced gender composition, with 14,300 male artisans and 13,200 female artisans.
This indicates that the craft sector has a high capacity for inclusive development and can serve as an important
platform for supporting women’s entrepreneurship. At the same time, the presence of 5,400 young artisans
demonstrates the sector’s potential for generational continuity, innovation, and long-term sustainability.

Overall, the visual analysis confirms that Uzbekistan has a solid foundation for developing an integrated
national craft cluster. The combination of strong employment potential, institutional organization, gender
balance, and youth participation creates favorable conditions for strengthening cluster-based governance,
expanding market access, integrating crafts with tourism, and improving the competitiveness of the national
craft sector.

CONCLUSIONS AND SUGGESTIONS

The analysis of the integrated institutional mechanism for the formation and management of a national craft
cluster shows that the craft sector has significant socio-economic, cultural, and entrepreneurial potential. In the
modern economy, traditional crafts are no longer limited to household-based production or cultural preservation
alone. They are increasingly becoming part of the creative economy, regional development strategies, tourism
value chains, export-oriented small business activity, and inclusive employment policies.

The experience of recent years demonstrates that the development of national craft clusters benefits from
a coordinated institutional approach. The effective functioning of such clusters is strengthened through the
interaction of artisans, local authorities, educational institutions, tourism organizations, financial institutions,
export promotion agencies, digital platforms, and business support centers. Through this coordination, craft
producers can enhance access to finance, strengthen their market position, improve export readiness, and
deepen integration with tourism and creative industries.

In the case of Uzbekistan, the craft sector has a strong foundation for cluster-based development. The
country has rich craft traditions, regional specialization, a growing number of artisans, active participation of
women and youth, and an established institutional actor represented by the “Hunarmand” Association. At the

17 Source: Compiled by the author.
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same time, the sector continues to expand its potential through the wider use of digital marketing, increasing
access to modern design and branding services, continuous improvement of product quality, and stronger
integration into global value chains. These developments further highlight the importance of developing an
integrated institutional mechanism for managing national craft clusters.

The proposed institutional mechanism should be based on the principles of coordination, specialization,
quality improvement, innovation, market orientation, and cultural authenticity. It should ensure the systematic
cooperation of all stakeholders involved in craft production and promotion. Such a mechanism can help
transform traditional crafts into a competitive and sustainable economic sector while preserving their cultural
and historical value.

Based on the research findings, the following recommendations can be proposed:

1. Develop a unified institutional coordination mechanism for national craft clusters. A special coordination
framework should be established to link artisans, local governments, the “Hunarmand” Association, tourism
organizations, financial institutions, educational centers, and export agencies. This mechanism would reduce
institutional fragmentation and improve the efficiency of cluster management.

2. Create a digital database and platform for craft cluster management. The platform should include
information on artisans, craft types, regional specialization, production capacity, training needs, product
catalogues, market opportunities, and export potential. This would improve transparency, support evidence-
based decision-making, and strengthen communication between producers and consumers.

3. Strengthen training, design, and entrepreneurship programs for artisans. Craft cluster development
requires not only traditional skills, but also modern competencies in design, branding, digital marketing, financial
literacy, quality control, and export procedures. Special training programs should be organized for women,
youth, and family-based craft producers.

4. Integrate craft clusters with tourism routes and regional branding strategies. Traditional crafts should be
promoted as an important component of cultural tourism. Workshops, craft villages, museums, festivals, and
artisan markets should be included in tourism routes in regions such as Samarkand, Bukhara, Khiva, Kokand,
Margilan, Rishtan, and Tashkent.

5. Introduce quality standards, certification, and national branding for craft products. A unified certification
system would help improve consumer trust, protect authentic handmade products, and increase export
readiness. National branding should emphasize cultural authenticity, regional identity, handmade quality, and
sustainable production.

6. Expand financial support mechanisms for artisans and craft enterprises. Preferential loans, grants,
subsidies, leasing programs, and public-private partnership mechanisms should be expanded to support
equipment modernization, workshop development, product diversification, and participation in domestic and
international exhibitions.

7. Promote digital marketing and e-commerce for national craft products. Artisans should be supported
in using online platforms, social media, digital catalogues, and international marketplaces. This would help
expand market access, increase sales, and reduce dependence on traditional offline sales channels.

Overall, the formation of a national craft cluster based on an integrated institutional mechanism can
significantly enhance the competitiveness of Uzbekistan’s craft sector. It can contribute to cultural heritage
preservation, regional employment, women’s and youth entrepreneurship, tourism development, export
promotion, and the growth of the creative economy. Therefore, the cluster approach should be considered not
only as an economic development tool, but also as a strategic mechanism for preserving national identity and
transforming traditional crafts into a sustainable and innovative sector.
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