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Foreword
In line with its mandate to contribute to the development of a conducive environment for
enterprises in Kyrgyzstan, the National Confederation of Employers of the Kyrgyz Republic
(NCEKR) has called upon the ILO to assist the organisation to assess the current business
environment in the country and to identify areas for improvement. The information gathered
through the assessment enables ILO constituents to identify priorities for the promotion of
sustainable enterprises and the transition to formality. For NCEKR, the analysis of the enabling
environment provides an entry points for the development of policy positions and structured and
evidence-based advocacy efforts.
The assessment was conducted in line with the ILO methodology on the Enabling Environment for
Sustainable Enterprises (EESE). This methodology assesses the business environment in terms of
the economic, social, political and environmental aspects of doing business. The EESE
methodology was developed in response to the June 2007 International Labour Conference (ILC),
which discussed the promotion of sustainable enterprises and which called for the strengthening of
the institutions and governance systems, which nurture enterprises. The conclusions reached at the
2007 ILC discussion on the promotion of sustainable enterprises identified 17 pillars for an
environment conducive to the promotion of sustainable enterprises, which form the basis of the
EESE methodology.
SMEs in Kyrgyzstan, although employing only 3.9% of the country’s work force, contribute with
40% of GDP. During the past years, Kyrgyzstan implemented reforms to improve their business
climate. A number of policies and regulations have been enacted in the country to promote
sustainable growth through job creation, to develop the business environment and to improve
environmental management.
This report provides an overview of the research findings of the EESE assessment. It identifies the
relative strengths and weaknesses of the enabling environment for sustainable enterprises. The
purpose of the assessment is to stimulate debate and to provide an evidence base for policy
reforms, leading to an environment that is more conducive to the promotion of sustainable
enterprises. A complementary action plan based on the findings of this report will ensure the
implementation of specific measures geared towards policy advocacy and reform while a tripartite
council will be set up for this purpose. The report reflects information gathered through a review of
secondary data and through a national opinion or perceptions survey comprised of 300 in-depth
interviews, and several focus groups.
This report has been written by external consultant Zvezdana Oluic, under the coordination of ILO
Moscow’s Senior Enterprise Specialist John Bliek and with the support of Senior Employers’
Specialist Vladimir Curovic.
The views expressed in the report are the sole responsibility of the authors and do not represent
those of the ILO or the social partners in Kyrgyzstan. Similarly, any errors or omissions are the
sole responsibility of the authors.
Mr. Alybek Kadyrov
Chairman of National Confederation
of Employers of Kyrgyz Republic
Bishkek, Kyrgyzstan

Ms. Dimitrina Dimitrova
Director ILO Decent Work Technical
Support Team and Country Office for
Eastern Europe and Central Asia
Moscow, Russia
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Executive summary
The 96th session of the International Labour Conference held in Geneva in 2007, adopted
conclusions for the promotion of sustainable enterprises and identified 17 conditions for an
enabling environment. An environment conducive to the creation and growth of sustainable
enterprises combines the legitimate quest for profit with the need for development that respects
human dignity, environmental sustainability and decent work. In that context, Kyrgyzstan is one of
the countries chosen for the implementation of the EESE process that is developed as the ILO
flagship programme following the conclusions of the Conference. During this process, the
National Confederation of Employers of the Kyrgyz Republic (NCEKR) expressed their interest to
be the leading national partner for ILO in the implementation of the process in Kyrgyzstan.
During this process, NCEKR used the applied and tested EESE methodology – to collect
and analyse all the necessary data and to present the report on the findings. Following the
methodology, NCEKR and the Association of Young Entrepreneurs (JIA) organized six focus
groups to identify the most important pillars for the deeper analyses. The National Alliance of
Business associations (NABA) also took part in the survey. With the support of external
researchers and using the EESE questionnaire, NCEKR conducted a survey among 300 companies
throughout Kyrgyzstan. Based on the methodology, there are 4 main segments which are analysed
in this report: political elements, economic elements, social and environmental elements.

Political elements
In April 2014, the parliament approved the Government of the new Prime Minister,
Djoomart Otorbaev, whose policy mainly aims at combating insecurity and attracting foreign
investment.
In Kyrgyzstan’s relations with its neighbouring countries, there are unresolved issues
related to i.a. water, energy and defining common borders. Uzbekistan cut off gas supply in April
2014 and demonstrations have been staged demanding nationalisation of Kumtor that led to
temporary tensions across the country. Due to the economic crisis in Russia, Kyrgyz labour
migrants are likely to reduce their transfers to their homeland.
The policy that was embarked upon earlier continued in 2014, and in May 2014, the
Kyrgyz president ratified a road map with the EEU (Eurasian Economic Union, of which Russia,
Belarus, Kazakhstan and Armenia are members), including Kyrgyzstan’s accession to the customs
union in 2015. This agreement will preserve access to Russian and Kazakh markets, but may lead
to a number of technical and structural problems of a transitional nature, associated with joining the
Union, and may to some extent negatively influence development of trade links with China, which
makes up approximately 5% of Kyrgyz exports. The business climate in general is marked by weak
regulation.
In the National Strategy for Sustainable Development 2013-2017, Kyrgyzstan commits to
creating a system compliant with the rule of law as a key objective. By presidential decree of 8
August 2012, the President ordered the implementation of numerous recommendations concerning
reform of the legal and judicial sectors. These reforms aim, among others, at greater independence
and transparency of the judiciary, better training for judges, streamlining of court procedures, better
legal aid for citizens and administrative law reform.
One of the problems in political elements and in the context of good governance is the
periodically occurring elements of corruption in the country. Based on the EESE survey, 31.6% of
the companies name bribery and other forms of corrupt payments, as an issue that has consistent
impact on firms. Around one fifth of firms are not informed about the existence of effective and
independent anti-corruption institutions responsible for handling complaints made by the private
vii

sector. Almost 59% of the respondents stated that suchlike practices in public procurement are
present at some extent.

Economic elements
According to the International Monetary Fund (IMF)1, despite significant reform efforts
over the past two decades, persistent structural weaknesses limit potential growth. Dependence on
gold, remittances, and foreign aid leaves the economy vulnerable to external shocks and makes it
difficult to generate broad-based prosperity. As productivity lags, growth continues to rely on
large-scale capital spending and an abundant supply of labour. The link between credit expansion
and economic growth is weak as the financial sector is still underdeveloped. Despite progress in
improving infrastructure and energy reliability, significant gaps remain. Poverty is high, with large
differences in development across regions. Still nascent institutions, frequent changes in
government, and a challenging business environment further hamper economic development.
Large-scale foreign-financed public investment in combination with sharp currency
depreciation is weakening debt sustainability. Despite strong credit growth over the past three
years, the financial sector remains underdeveloped and is subject to vulnerabilities, and structural
reforms to make the economy more competitive are necessary to maximize the benefits from
accession to the EEU.
The average value of economic growth in 2001-2011 amounted to less than 4.3 percent and
economic growth performance of Kyrgyzstan in this period was the lowest among the CIS
countries. Nevertheless, non-gold GDP grew by 4.3 percent in 2014 on account of a strong
performance in the agricultural, transport, public construction, and manufacturing sectors. Growth,
however, will not reach its potential, estimated at about 5 percent, before 2018.2
Along with significant influences of the inflation rate on the plans of firms to invest or
expand in 62.7% of cases, companies identified interest rates another important factor for
conducting business in Kyrgyzstan. Kyrgyz employers identified the most prominent obstacles for
improvement of productivity – skills shortages, negative attitudes towards business and high labour
costs (for 12.6% of companies).
The regulatory framework is recognized as crucial for the improvement of the business
environment in Kyrgyz Republic. Also, the overlapping competences of regulatory bodies
(agencies, inspections) represent one of the challenges undermining the business environment in
Kyrgyzstan. The size of the tax burden along with tax administration is recognized as a significant
obstacle for doing business.
The electricity shortages in recent years and the numerous problems that arise on that basis
negatively affect not only the population, but particularly the business sector – 88% of surveyed
companies in Kyrgyzstan said that power outages represent a significant issue for the private
sector, 88% companies said that power outages are disruptive on the firm’s operations, while
73.6% of companies confirm that power outages cause damage to electronic equipment, such as
computers, resulting in significant expenses to firms.

1
2

Source: International Monetary Fund, http://www.imf.org/external/pubs/ft/scr/2016/cr1655.pdf
Ibid.
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Social elements
In the context of social elements the overall climate in Kyrgyzstan points to the existence
of two main areas that require improvement in the coming period – entrepreneurial culture along
with education, training and lifelong learning.
The requirements for starting a business in Kyrgyzstan are very simplified – it requires 2
procedures, takes 8 days, costs 2.4% of income per capita and requires paid-in minimum capital of
0% of income per capita (“registration procedures can be finished in one week”). Still, despite the
evident progress in this area, adequate institutional and strategic framework for start-up support
still lacks – especially referring to the complexity of procedures for closure of companies (“the
procedure lasts up to six months”).
Although the state has been putting efforts into the creation of a stimulating business
environment, there is room for improvements in terms of sustainability of businesses, dynamic
economic development and employment growth. In terms of employment, this country has a very
small formal private sector, and it is estimated that over more than 70% of employment happens in
the informal sector.
Regional differences between urban and rural areas are very noticeable. Companies’
expectations are big and involve simplification of laws and regulations, improving transparency in
licensing, business permits and taxations which in return would reduce the likelihood for
corruption, improve business operations and attract foreign investments, stimulate export-oriented
companies, eliminate a great number of fiscal burdens and fees and tackle the high level of
informal economy. Kyrgyzstan lacks development measures aimed at building the entrepreneurial
culture that will encourage and support entrepreneurship and motivate individuals to start their own
businesses.
Education, training and lifelong learning have an important role in social safety by
providing citizens with the skills for employability or self-employment. Kyrgyzstan spends a large
amount of its resources on public education. Public spending for education increased from 5.82%
of GDP in 2010 to 7.38% of GDP in 2012, and such spending is higher even than among many
other economies in the Eastern Europe and Central Asia region. However, it is noticed that such
investment is not associated with an adequate quality of education in the country, indicating that it
does not contribute directly to the teaching and learning process. The education system in
Kyrgyzstan is characterized by low efficiency of spending, questionable sustainability due to large
outlays on wages as well as high shares of resources that are spent on food and utility costs.
According to the PISA 2009 data survey, 83% of the 15-year-old Kyrgyzstan population
has an insufficient level of literacy and the country remains below its potential given its level of
development. This country scored lowest in three PISA subject areas: reading literacy,
mathematical literacy and scientific literacy. Focus groups discussions show that one of the most
important problems in the development of sustainable business in Kyrgyzstan is the shortage of
skilled labour due to the low quality of education and training. VET system lacks a market-oriented
approach designed according to market principles, while teachers’ knowledge is outdated. In short,
the current situation in the country is characterized by the mismatch between supply and demand
that is reflected in a deficit of certain profiles and a low quality of demanded skills in the current
labour market.
According to the survey findings, 43.3% of companies think that the average school leaver
applying for work does not meet the needs of firms in the private sector, while even 69.7% of
companies experienced difficulties recruiting individuals with certain skills in the last three years.
From the total number of companies, 42.3% do not have a department or a person responsible for
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training, 49% do not have a training budget and 39.7% of companies do not undertake regular need
analysis.

Environmental elements
According to the Third Report on Progress towards achieving the Millennium
Development Goals, since 2005 all national strategic documents of Kyrgyzstan include the
environmental issues as one of the major development priorities. The National Sustainable
Development Strategy of the Kyrgyz Republic for 2013-2017 considers environmental protection
and promotion of ‘green’ technologies as a development priority. Moreover, in the Programme on
Transition to Sustainable Development of the Kyrgyz Republic until 2017, different areas of
environmental protection were analysed, reflecting ecological and climate change aspects as crosscutting issues.
Although significant progress has been made in terms of developing the strategic
framework for environmental protection, providing sufficient State funding for environmental
protection measures still remains a key challenge for this country. Air pollution represents a major
problem in the cities. Water pollution is another significant concern. In agricultural areas, excessive
irrigation and unrestrained use of agricultural chemicals have severely degraded soil quality.
Forests are recognized as the national wealth of the Kyrgyzstan, which implies that their
role in the development of the economy and improvement of the environment in this country is
very important. The main negative factors affecting ecological and resource potential of forests in
the Kyrgyz Republic are fires, illegal felling, pests and diseases. The second significant natural
resources are water resources that are completely formed within the area of the country. Still, one
should bear in mind the fact that poor water consumption management (lack of knowledge and
skills in water management) leads to losses that can endanger the sustainability of this resource in
the long run.
If Kyrgyzstan is to preserve, further develop and successfully manage its natural resources
in the coming period, special attention should be given to the improvement of partnerships and
active dialogue between the public, private and civil sectors – and on the long-term basis.

Assessment results and ways forward
Kyrgyz Republic has conducted certain reforms in the past few years in order to improve
their business climate and the majority of international reports recognized the improvement in the
country. However, the current business environment needs substantial improvement in many
segments, since the main goal should be raising attractiveness of running a business – for domestic
companies, but also in terms of foreign companies and their added value investment.
According to employers’ comments, preconditions necessary for sustainable growth of the
economy and business sector such as good governance that relies on efficient institutions which
encourage private sector growth and development, the transparency of state administration’s work
and the absence of periodically occurring elements of corruption are those that need to be created
or improved in Kyrgyzstan.
Political instability continues to top the ranking as the most severe obstacle. Periodically
occurring elements of corruption remains the second worst obstacle, while electricity issues
replaced tax rates as the third worst obstacle. Other major reported obstacles include informal
sector, access to finance and high cost of finance (especially for micro and small enterprises),
workforce and tax administration. Regulations and jurisdictions of institutions partly overlap,
which is a barrier for business operations and foreign investments.
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Diversifying economic activities through increased private sector development and
upgrading the occupational skills and productivity of its labour force, according to World Bank, are
crucial for realizing the economic potential of Kyrgyz Republic.
On the other side, developing institutional mechanisms of the social partnership system
through enhanced activity of the tripartite commissions and promotion of collective bargaining at
all levels should be additionally intensified.
Based on employers’ responses, the most important pillars that need to be improved in the
coming period are:
•
•
•
•
•
•
•

good governance and some issues pertaining to political stability
sound and stable macroeconomic policy and good management of the economy
trade and sustainable economic integration
rule of law and secure property rights
access to financial services
enabling legal and regulatory environment
education, training and lifelong learning.
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1.

Introduction
The 2007 International Labour Conference adopted conclusions for the promotion of
sustainable enterprises and identified 17 conditions for an enabling environment. An
environment conducive to the creation and growth of sustainable enterprises combines the
legitimate quest for profit with the need for development that respects human dignity,
environmental sustainability and decent work.
The ILO in its aim to support employment has identified factors in the business
environment that influence the success of new or existing enterprises. For this purpose the ILO
created the Enabling Environment for Sustainable Enterprises methodology. This tool and
methodology have been created in close coordination between ACT/EMP and the Enterprises
department of the ILO. The tool has been implemented in over 30 countries and currently ILO
Decent Work Technical Support Team and Country Office for Eastern Europe and Central Asia
based in Moscow, Russian Federation, coordinate and (with support of ILO Europe and Enterprises
department) implement EESE in several countries of Central Asia and the Caucasus.
The first step in the implementation of the EESE methodology in Kyrgyzstan was the
organization of focus groups in order to identify the priority pillars to be deeper analyzed in
the enterprise survey. On October 26th and 27th of 2015, six thematic focus groups meetings
were organized in close collaboration with the National Confederation of Employers of the
Kyrgyz Republic and the Business Association JIA. Enterprises from the following sectors were
involved:
1. Food industry;
2. Textile industry;
3. Tourism;
4. Construction;
5. ICT; and
6. Services.
Based on the outcomes of the focus groups, the following pillars of EESE were
identified as the most relevant ones:
Pillar 2. Good governance (including political stability from pillar 1);
Pillar 6. Sound and stable macroeconomic policy and good management of the economy;
Pillar 7. Trade and sustainable economic integration;
Pillar 9. Rule of law and secure property rights;
Pillar 11. Access to financial services;
Pillar 8. Enabling legal and regulatory environment;
Pillar 14. Education, training and lifelong learning.
Following the focus groups meetings, the next step in the process was to conduct an
enterprise survey among 300 companies in Kyrgyzstan. The questionnaire was prepared
according to EESE methodology and interviews were conducted by an independent research
company. The representative sample of companies was created based on official statistical
data provided by the Statistical Office, the National Confederation of Employers of the
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Kyrgyz Republic and the Business Association JIA. The sector related outline of the sample is
shown in Graph 1.
Graph 1: Sector of interviewed companies3

Majority of interviewed companies (around 33%) work in the wholesale and retail trade
sector, and around one sixth in the industry sector, while only 1.7% of companies are involved in
agriculture business. Out of 300 interviewed companies, 40% are those with less than 5
employees, 40% of companies have 5-19 employees, 17% of companies have 20-99 employees
and 11% of companies have more than 100 employees (Graph 2).
Graph 2: Number of employees4

3
4

Source: EESE survey 2015.
Ibid.
2

Graph 3: Type of company5

Even 96% of the companies in the sample are private companies, 0.7% are state owned,
2.3% are companies with mixed ownership and 1% belong to some other type of company.
The structure of the sample related to the ‘age’ of the companies surveyed is shown in
Graph 4 – only 5% of companies exist less than 1 year, 9.5% exist more than 1 and less than 2
years, 23% less than 5 years and the majority of companies exist more than 5 years (62.3%).
Graph 4: How long does the company exist?6

5
6

Source: EESE survey 2015.
Ibid.
3

In terms of the market in which they operate (Graph 5), more than one third of companies –
36% operate at the local market, i.e. selling products and services in a city where they are located,
45% of them have an operating network in the whole country and only 19% internationalize their
businesses.
Graph 5: Main market of the company7

An enabling business environment is a key for the development of existing and future
companies but also for the attraction of foreign direct investments (FDI). Based on that, the
creation of an enabling sustainable business environment is crucial for the development of the
economy as a whole. The enabling environment includes all segments that are related to business
(political, social, economic and environment).
According to the Kyrgyz Republic’s firms,8 the country’s business climate has significantly
improved. Since 2008 firms’ perceptions have improved for all but two of the 16 potential

7

Source: EESE survey 2015.
4

obstacles to doing business tracked by BEEPS (corruption and political instability). Nevertheless,
some old problems persist and new problems have emerged. Corruption remains the second worst
obstacle, while electricity issues replaced tax rates as the third worst obstacle. Political instability
continues to top the ranking as the most severe obstacle. Corruption has always been a major
obstacle for Kyrgyz firms, but in the most recent EBRD survey, it increased significantly, and puts
the Kyrgyz Republic among the most corrupt of 30 surveyed countries. Still a significant obstacle,
there were some improvements in “Electricity”. Though the wait for an electrical connection more
than doubled and the share of firms that experienced power outages increased substantially, the
frequency and duration of outages decreased. The losses from power outages also decreased from
13.7% to 5.6% of total annual revenue, though SMEs experienced greater losses than large firms.
Other major reported obstacles include “Informal sector”, “Access to finance”, “Workforce”, and
“Tax administration”. Remarkable progress9 has been made also in the areas of issuing business
licences and conducting inspections of businesses.

8

World Bank and European Bank for Reconstruction and Development, August 2015, 2015 Business
Environment and Enterprise Performance Survey (BEEPS),
http://ebrd-beeps.com/wp-content/uploads/2015/04/kyrgyz-republic.pdf
9
EBRD, 2014, Kyrgyz Republic, http://www.ebrd.com/pages/country/kyrgyzrepublic.shtml
5

2.

Political elements

Indicators assessing political elements of an enabling environment for sustainable
enterprises*

* the values for the individual indicators have been harmonized for better presentation and formatted so that the further from the centre a
data point is, the better the country’s performance in that regard. The original indicator values are included in the chapters.

•

•

•

The country's policy is mainly aimed at
combating instability and attracting foreign
investment. The country, like other countries
of Central Asia, stands in front of a latent
international Islamic terrorist threat. In April
2014, the parliament approved the
government of the new Prime Minister,
Djoomart Otorbaev, whose policy mainly
aims at combating insecurity and attracting
foreign investment.
In Kyrgyzstan's relations with neighboring
countries there are unresolved issues, related
to i.a. water, energy and defining common
borders. Uzbekistan cut off gas supply in
April 2014 and demonstrations have been
staged, demanding nationalisation of
Kumtor that temporarily increased tensions
across the country. Due to the economic
crisis in Russia, Kyrgyz labour migrants are
likely to decrease transfers to their
homeland.
6

The policy that the country embarked upon
continued in 2014, and in May 2014, the
Kyrgyz president ratified a road map with
the EEU (Russia, Belarus, Kazakhstan and
Armenia), including Kyrgyzstan’s accession
to the customs union in 2015. This
agreement will preserve access to Russian
and Kazakh markets, but may lead to a
number of technical and structural problems
of a transitional nature, associated with
joining the Union, and may to some extent
negatively affect development of trade links
with China, which makes up approximately
5% of Kyrgyz exports. The business climate
in general is marked by weak regulation.

The Kyrgyz Republic went through a period of political upheaval in 2010-2011, but has
emerged with a more democratically-oriented political system that seeks to adhere to the rule of
law. In the regional context, the Kyrgyz Republic stands out due to the progress it has made on the
path of democratic transition. At the same time, the country is heavily dependent on cooperation
with its neighbours – located at important trade crossroads, the country both benefits from and
depends on extensive regional trade flows and investment, mainly from China, Kazakhstan and
Russia.
On August 12 2015, the Treaty on the Accession of the Kyrgyz Republic to the Treaty on
the Eurasian Economic Union (the EAEU) came into force. Kyrgyzstan has become a full-fledged
member of the Union along with Armenia, Belarus, Kazakhstan and Russia. The country’s
accession to the EEU is expected to have diverse and significant implications for the country’s
economy. With the EEU’s combined population of about 180 million and its larger market, the
intended free movement of goods, services, capital, and labour, and the elimination of customs
controls and nontrade barriers, the EEU presents significant economic opportunities to the Kyrgyz
Republic. The Kyrgyz Republic’s economic policies, regulations, and the legal framework need to
be adjusted to those of the EEU, and the potential economic and social costs of the accession need
to be minimized. The accession represents both opportunities and risks for the Kyrgyz Republic in
terms of pace and direction of structural reforms.

2.1.

Peace and political stability
Peace and political stability are basic preconditions to nurture the formation and growth of
sustainable enterprises, while war and civil conflict are major deterrents to investment and private
sector development.
The Kyrgyz Republic enjoyed another year of relative political stability in 2014. The
Government was politically stable, withstanding periodic protests organized by opposition
politicians. According to World Bank, political instability and weak governance remain major
challenges: though ranked 70 out of 185 countries in the Bank Group’s Doing Business 2013 –
following aggressive attempts to improve the business climate – the Kyrgyz Republic is in the
bottom third of all countries on most internationally recognized governance and transparency
indicators. Finally, while reconstruction and repair of public and private properties continue in the
south of the country, the underlying causes of the June 2010 conflict, as well as poverty and
unemployment – remain still to be fully addressed.10

10

Source: World Bank, Country Partnership Strategy for the Kyrgyz Republic for the period 2014-17,
http://wwwwds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2013/07/04/000445729_2013070411005
6/Rendered/PDF/785000KG0CAS0C00Box0377356B00OUO090.pdf
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Graph 6: Political stability and absence of violence11

This indicator presents the likelihood that the Government will be destabilized by
unconstitutional or violent means, including domestic violence and terrorism and estimates
governance measured on a scale from -2.5 to 2.5. Higher values correspond to better governance.
Based on this it is clear that the political stability and absence of violence indicator for Kyrgyz
Republic lags behind Uzbekistan, Azerbaijan and Kazakhstan, but in 2013 still better than
Tajikistan.

Key Indicators
Political stability and absence of violence
Kyrgyzstan

The likelihood that the Government will be
destabilized by unconstitutional or violent Azerbaijan
means, including domestic violence and Kazakhstan
terrorism.
Tajikistan
Source: World Bank, Governance Matters database.

Uzbekistan

2008
-0.58

2009
-0.64

2010
-1.03

2011
-1.08

2012
-0.89

2013
-0.91

-0.33

-0.29

-0.25

-0.53

-0.69

-0.41

0.57

0.75

0.45

-0.32

-0.37

-0.38

-0.81

-1.00

-0.97

-1.00

-1.16

-1.14

-1.25

-0.96

-0.73

-0.61

-0.52

-0.55

Estimate of governance measured on a scale from approximately -2.5 to 2.5. Higher values
correspond to better governance.

11

Source: World Bank, Worldwide Governance Indicators,
http://info.worldbank.org/governance/wgi/index.aspx#home
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2.2.

Good governance
Democratic political institutions, transparent and accountable public and private entities,
effective anti-corruption measures, and responsible corporate governance are key conditions for
making market economies and enterprises perform in better manner and to be more responsive to
the values and long-term goals of society.
Good governance, the absence of corruption and efficient institutions foster
entrepreneurship and promote private sector growth and development.
The results of the Global Corruption Barometer of Corruption Survey conducted by
Transparency International show that corruption remains a serious problem in Kyrgyzstan.12
Graph 7: Corruption Perceptions Index13

CPI measures the perceived levels of public-sector corruption as seen by business people
and country analysts in a given country and is a composite index, drawing on different expert and
business surveys. The scores are on a scale from zero (highly corrupt) to ten (highly transparent).
As shown in Graph 7, Kyrgyz Republic outperforms Tajikistan and Uzbekistan, but the corruption
perception is worse than in Kazakhstan and Azerbaijan.
Looking at this index for Kyrgyzstan, it is obvious that the country made improvement
from 2012, when the value of this indicator was 2.4. Despite the fact that the country made some
improvements, it is clear that those are just small steps in the process of overall improvement of the
Corruption Perception Index. This problem was also recognized during the focus group meetings
with Kyrgyz employers and it is deeper analysed throughout the survey.

12
13

Source: http://www.transparency.org/gcb2013/country//?country=kyrgyzstan
Source: Transparency International, http://www.transparency.org/research/cpi/
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Graph 8: Is bribery, and other forms of corrupt payments, an issue that consistently impacts on
firms?

According to the EESE survey, 31.6% of all respondents stated that bribery and other
forms of corrupt payments are occasionally or often issues that impact firms in the country and
26% said that they rarely impact firms, which is highly worrying. On the other side, 36.3% of the
companies state that it never influenced their business operations.
Corruption by public officials may present a major administrative and financial burden on
firms. Corruption creates an unfavourable business environment by undermining the operational
efficiency of firms and raising the costs and risks associated with doing business.
Graph 9: Control of corruption14

14

Source: World Bank, Worldwide Governance Indicators.
10

The control of corruption indicator shows the extent to which public power is exercised for
private gain, including both petty and grand forms of corruption, as well as “capture” of the state
by elites and private interests. Estimates of governance are measured on a scale from
approximately -2.5 to 2.5 where higher values correspond to better governance. Based on that, the
Control of Corruption indicator for Kyrgyz Republic is low, even in comparison with the countries
from the region.
Around one fourth of firms interviewed are not informed about the existence of effective
and independent anti-corruption institutions responsible for handling complaints made by the
private sector. At the same time 22% of enterprises are aware that such institutions exist while
14.7% of enterprises are optimistic about projections of existence of such institutions in the future.
On the other hand, 23% of companies claim that independent anti-corruption institutions do not
exist. These data point to the need for greater promotion of anti-corruption measures and policies
by state authorities.
Graph 10: Do effective, independent anti-corruption institutions exist to handle complaints made
by the private sector?

According to the Law on Countering Corruption, the President is responsible for defining
the main directions of the fight against corruption in Kyrgyzstan. Therefore, the basis of the anticorruption policy of Kyrgyzstan is the State Strategy of Anti-corruption policy.15 In August 2012
the Programme and Action Plan of the Government of Kyrgyzstan on Countering Corruption in
2012-2014 was adopted and at its end a new Action Plan of Public Institutions of the Kyrgyz
Republic for Implementing the State Strategy of Anti-Corruption Policy in 2015-2017 was
developed and approved in March 2015. In November 2013, the President’s Decree No.215 on
Measures to Eradicate the Causes of Political and Systemic Corruption in Public Bodies was
adopted.
In 2013, the Defence Council Working group to control the implementation of National
Anti-Corruption Strategy was created, which also includes independent experts and civil society.
According to OECD, the role and specialisation of the Defence Council, in charge of coordination
and control of implementation of the State Anti-Corruption Strategy, and the Ministry of Economy,

15

OECD, 2015, Anti-Corruption Reforms in Kyrgyzstan. http://www.oecd.org/corruption/acn/KyrgyzstanRound-3-Monitoring-Report-ENG.pdf
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in charge of development, coordination and monitoring of implementation of anti-corruption
measures, have been strengthened. In 2013, a special Corruption Prevention Division was created
in the Ministry of Economy. Besides, the Ministry of Economy has become the central body for
corruption prevention in practice.
Graph 11: When tendering for public bids, are procurement procedures transparent?

Graph 11 shows that 20% of interviewed companies state that public procurement
procedures are never transparent, and 23.7% say that they are rarely transparent. On the other hand,
only 26% of respondents considered public procurement procedures transparent sometimes or
often.
One of the additional reasons for corruption, as stated by the participants of the focus
groups, is the inefficient composition of public spending and a lack of transparency in public
procurement. That is the reason why the private sector does not participate in the public
procurement procedures.
Graph 12: Do you think there are corruption activities in public services and public procurements?
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Of all the respondents, 38.7% think the corruption practices in public procurement and
public service are often present, and only 2.2% of them claim there are no such practices in Kyrgyz
Republic.
According to employers’ comments during focus groups sessions, the transparency of state
administration’s work and the absence of corruption are those that need to be created or improved
in Kyrgyzstan.
Secondary data reflect slow decline in regards to government efficiency and effectiveness
in Kyrgyzstan since 2010. The indicator “Government Effectiveness” measures the quality of
public services, the capacity of the civil service and its independence from political pressures, the
quality of policy formulation and implementation, and the credibility of the Government’s
commitment to such policies. In a range of values from -2.5 to 2.5 with higher values indicating
better performance, Kyrgyz Republic recorded values below 0 over the period 2007-2013.
Graph 13: Government effectiveness16

Despite the fact that the government effectiveness indicator has recorded low values in
recent years and the decreasing trend is noticeable (in 2014 this index estimation was -0.84),17
compared to other countries, Kyrgyz Republic performs better than Tajikistan and Uzbekistan.

16

Source: World Bank, Worldwide Governance Indicators.
Source: http://knoema.com/WBWGI2014/worldwide-governance-indicators-2015?country=1001030kyrgyz-republic
17
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Graph 14: Does the Government provide a regulatory framework that encourages firms to expand
their operations, if the business case permits?

The Kyrgyz Republic has conducted certain reforms in the past few years in order to
improve their business climate. However, deriving conclusions from the discussion among the
focus groups participants show that the current business environment needs substantial
improvement in many segments, since the main goal should be raising attractiveness of running a
business – for domestic companies, but also in terms of foreign companies and their added value
investment.
A high percentage of respondents – 40.3% – don’t think that the Government provides a
regulatory framework which encourages firms to expand their operations, while 13.3% are
completely satisfied with the regulatory environment in the Kyrgyz Republic.
At the same time, 30% of companies’ representatives don’t see laws and regulations
consistent and predictable at all, while only 13.7% of them consider them stable, predictable and
efficient for running a business (Graph 14).
Graph 15: Are interpretations of the laws and regulations affecting firms both consistent and
predictable?
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Focus groups participants stated there is little interaction between the Government and
employers, and pointed to the fact that the Government does not provide sufficient support to the
employers (“Business is far away from the Government”, quotation of one of the focus groups’
participants), which should improve considering the fact that almost three quarters of the value
added in the economy of Kyrgyzstan are generated by the private sector.
Participants of the focus groups highlighted paradoxical situation in the area of regulatory
framework – on one side, there are rapid changes of regulation, while on the other side, a great
number of legislative acts (laws and regulations) are outdated, complicated and hardly applicable.
Regulations and jurisdictions of institutions overlap, which is a barrier for business operations and
foreign investments. On paper, laws seem all right, but the problems arise in their implementation.
Similar to public administration, the courts are also perceived as ineffective and slow, and therefore
companies avoid using them (e.g. system to settle disputes).
Companies in the survey recognized a further problem related to government effectiveness.
From their point of view, rising regional instability caused a significant decrease in regional trade.
For 58.3% of companies, regional instability caused very significant decreases in regional trade.
Only 9% of the companies think that this problem didn’t have influence on the decrease in regional
trade.
Graph 16: Has rising regional instability caused a significant decrease in regional trade?

According to companies and their representatives, regional stability is a very important
factor for current operational planning by the private sector. This is one of the key factors for most
companies in Kyrgyzstan and it should be improved in the near future. Based on the survey,
regional stability is very important for current operational planning by the private sector as stated
by 94.3% of respondents. A clear majority of 58.3% of respondents think it is very significant for
regional trade performance.
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Graph 17: Regional instability vs. regional trade

Graph 18: Regional instability vs. planning by the private sector

Key Indicators
Control of corruption

The extent to which public power is
exercised for private gain, including both
petty and grand forms of corruption, as
well as “capture” of the state by elites
and private interests.

2009

2010

2011

2012

2013

Kyrgyzstan

-1.23

-1.11

-1.15

-1.09

-1.12

Azerbaijan

-1.11

-1.18

-1.12

-1.07

-0.90

Kazakhstan

-0.88

-0.98

-0.98

-0.88

-0.90

Tajikistan

-1.13

-1.20

-1.14

-1.18

-1.19

Uzbekistan

-1.22

-1.24

-1.31

-1.23

-1.23

Estimate of governance measured on a scale from approximately -2.5 to 2.5. Higher values
correspond to better governance.
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Corruption Perceptions Index (CPI)

The Transparency International CPI measures the
perceived levels of public-sector corruption as seen
by business people and country analysts in a given
country and is a composite index, drawing on
different expert and business surveys.

2009

2010

2011

2012

2013

2014

Kyrgyzstan

1.9

2.0

2.1

2.4

2.4

2.7

Azerbaijan

2.3

2.4

2.4

2.7

2.8

2.9

Kazakhstan

2.7

2.9

2.7

2.8

2.6

2.9

Tajikistan

2.0

2.1

2.3

2.2

2.2

2.3

Uzbekistan

1.7

1.6

1.6

1.7

1.7

1.8

The scores are on a scale from zero (highly corrupt) to ten (highly clean).

Government effectiveness

The quality of public services, the capacity of the
civil service and its independence from political
pressures, the quality of policy formulation and
implementation, and the credibility of the
Government's commitment to such policies.

2009

2010

2011

2012

2013

Kyrgyzstan

-0.95

-0.63

-0.63

-0.66

-0.69

Azerbaijan

-0.63
-0.36
-1.08
-0.65

-0.79
-0.43
-0.90
-0.74

-0.76
-0.43
-0.94
-0.72

-0.78
-0.44
-0.93
-0.94

-0.46
-0.54
-1.08
-0.94

Kazakhstan
Tajikistan
Uzbekistan

Estimate of governance measured on a scale from approximately -2.5 to 2.5.
Higher values correspond to better governance.

Voice and accountability

2008
Kyrgyzstan

The extent to which a country’s citizens are able to
participate in selecting their Government, as well as Azerbaijan
freedom of expression, freedom of association, and Kazakhstan
Tajikistan
a free media.
Uzbekistan

2009

2010

2011

2012

2013

-1.08

-1.00

-0.96

-0.73

-0.64

-0.57

-1.28
-1.05

-1.21
-1.04

-1.26
-1.10

-1.27
-1.09

-1.26
-1.15

-1.35
-1.22

-1.33

-1.30

-1.40

-1.34

-1.37

-1.48

-2.08

-2.08

-2.06

-2.07

-1.98

-1.94

Estimate of governance measured on a scale from approximately -2.5 to 2.5.
Higher values correspond to better governance.

2.3.

Social Dialogue
Social dialogue with freedom of association and the right to collective bargaining is
fundamental for the achievement of effective, equitable and mutually beneficial outcomes for ILO
constituents and society at large.
Kyrgyzstan has ratified all fundamental Conventions covered by the ILO’s Declaration on
Fundamental Principles and Right at Work, including the fundamental Conventions on freedom of
association and recognition of the right to bargain collectively.
Freedom of association, collective bargaining and industrial relations in Kyrgyzstan are
regulated by national legislation including the Law on Social Partnership in the field of labour
relations from 2003 that provides for principles and organisation of social partnership, types of
agreements, bargaining procedure, content of collective agreements, participation of social partners
to the settlement of collective labour disputes, and responsibility of the parties.18 On the other side,
matters related to the establishment and the functioning of trade unions are regulated by the Law on
Trade Unions from 1998 with latest amendments in 2004 (it contains several modifications, inter
alia, in Section 11 on trade unions acting as social partners in labour and social relations with State
bodies, bodies of local self-management and employers’ unions, and employers – or their

18

ILO, Database of national labour, social security and related human rights legislation,
http://www.ilo.org/dyn/natlex/natlex4.home?p_lang=en
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representatives).19 Moreover, there is the Law on Employers’ Associations adopted in 2004 that
defines the legal status of employers’ associations, the procedure for their creation, their activities,
reorganization and liquidation.20
The Memorandum of understanding between the tripartite constituents from Kyrgyzstan
and the ILO was signed in 2006 in Bishkek, with the aim to establish cooperation related to the
development of Decent Work Country Programme (DWCP) for Kyrgyzstan (2006-2009). The
signatories were: on behalf of Kyrgyzstan tripartite constituents – the Minister of Labour and
Social Protection, the Chair of the State Committee for Migration and Employment, and the
Chairman of the Federation of Trade Unions and Chairman of the Confederation of Employers;
and, on behalf of the ILO – the Sub-regional Director for Eastern Europe and Central Asia and the
Regional Director for Europe.21
In 2009, a report has been produced that contained the overview of the analyses, findings
and recommendations of the independent evaluation of the ILO‘s DWCP in Kyrgyzstan, for the
period 2006-2009.22 It is when, among other issues, certain problems in the implementation of
Kyrgyzstan’s chosen DWCP priorities were evidenced. The size of the programme was difficult to
ascertain, while the concept of tripartite constituents and social partnership was new which led to
the situation where the content of dialogue and the roles of social partners were interpreted in
different ways.
On the other hand, in the report from 2011 on evaluations of DWCP in nine countries,23 it
is found that the outstanding and sustainable results in Kyrgyzstan’s programme were achieved in
the areas of: 1.Gender equality; 2. Development of vocational education for young people using a
modular approach; 3. Boosting youth employment through business awareness raising and business
skills development; 4. Conducting research and providing policy advice on the labour-related
issues such as labour migration and child labour; 5. Improvement of occupational safety and health
in agriculture; and 6. Contributing to the capacity building of its country constituents and
establishing good and sustainable relationships with them.
However, despite these facts, numerous surveys and evaluations by the experts tell us that
tripartite social dialogue in Kyrgyzstan has still not reached the expected level, and that its
development should be additionally intensified in the coming period. This is illustrated by the
following graph.
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ILO, Database of national labour, social security and related human rights legislation,
http://www.ilo.org/dyn/natlex/natlex4.home?p_lang=en
20
Ibid.
21
International Labour Office, The Decent Work Country Programme for Kyrgyz Republic 2006-2009,
http://www.ilo.org/public/english/bureau/program/dwcp/download/kyrgyzstan.pdf
22
Ibid.
23
Martin, John, Meta-analysis of lessons learned and good practices arising from nine Decent Work Country
Programme evaluations; International Labour Office, Evaluation Unit. – Geneva: ILO, 2011,
http://www.ilo.org/wcmsp5/groups/public/---ed_mas/---eval/documents/publication/wcms_166344.pdf
18

Graph 19: What is your satisfaction with the state of social dialogue in your county?

Based on the survey findings, only 9% of companies say that the state of social dialogue in
Kyrgyzstan is satisfactory while 19.7% state the opposite. On the other side, the greatest number of
interviewees – even 71% of companies – responded they did not know what the state of social
dialogue in their country was.
The “Enterprises Belonging to Employers’ Organizations Rate” measures the number of
enterprises which are members of employers’ organizations while the “Collective Wage Bargaining
Coverage Rate” measures the number of employers who belong to an employers’ organization. On
the other side, the “Trade union density” measures the proportion of trade union members as a
percentage of total employment. Unfortunately, there is no data on these two indicators for
Kyrgyzstan. The same goes for the indicator “Trade Union Density”.
The indicator “Cooperation in Labour-Employer Relations” determines whether labouremployer relations are confrontational or cooperative on a scale from 1 to 7 with higher values
indicating more cooperation. The period 2010-2013 registered slightly decreasing levels, from 4.3
in 2010 to 4.1 in 2013. If we compare Kyrgyzstan’s data for 2013 with other countries considered
in this report, the value of this indicator in Kyrgyzstan is slightly below the value in Azerbaijan
(4.31), Kazakhstan (4.55) and Tajikistan (4.51).
According to the ILO, social dialogue is defined as all types of negotiation, consultation or
simply the exchange of information between representatives of governments, employers and
workers on issues of common interest. Autonomous, independent and strong workers’ and
employers’ organizations are critical for effective social dialogue. The quality of that dialogue is
determined by the extent to which the social partners are able to negotiate collective agreements
that govern terms and conditions of employment and regulate labour relations.24

24

Hayter, S. and Stoevska, V. (2011), Social Dialogue Indicators - International Statistical Inquiry 2008-09,
Technical Brief, International Labour Office, Geneva; Source: http://www.ilo.org/wcmsp5/groups/public/--dgreports/---stat/documents/publication/wcms_204125.pdf
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Key Indicator
Cooperation in labour-employer relations
Kyrgyzstan

The World Economic Forum (WEF) Survey asked
business leaders to provide their expert opinions on Azerbaijan
the following: “Labour-employer relations in your
Kazakhstan
country are”.
Source: World Economic Forum Executive Opinion Survey.
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Tajikistan
Uzbekistan

2009

2010

2011

2012

2013

4.10

4.30

4.32

4.13

4.10

4.50

4.56

4.74

4.60

4.31

4.11

4.18

4.53

4.68

4.55

4.05

4.22

4.35

-

4.51

-

-

-

-

-

1 = generally confrontational, 7 = generally cooperative.

2.4.

Respect for universal human rights and international labour standards
Respect for human rights and international labour standards is a distinctive feature of
societies that have successfully integrated sustainability and decent work.
The ratification of Human Rights Conventions shows the status of human rights referring to
ratification of the following 9 conventions: Convention against Torture and Other Cruel, Inhuman
or Degrading Treatment or Punishment; Convention on the Rights of the Child; Convention on the
Elimination of All Forms of Discrimination against Women; International Convention on the
Elimination of All Forms of Racial Discrimination; Convention on the Prevention and Punishment
of the Crime of Genocide; International Covenant on Civil and Political Rights; International
Covenant on Economic, Social and Cultural Rights; International Convention for the Protection of
All Persons from Enforced Disappearance; Convention on the Rights of Persons with Disabilities.
Regarding this indicator, the Kyrgyz Republic has ratified 8 of 9 human rights conventions
as of August 2015. Azerbaijan and Kazakhstan have adopted all of 9 main human rights
conventions, while Tajikistan and Uzbekistan have ratified only 7.
On the other side, Kyrgyzstan has ratified 53 international labour conventions, of which 8
fundamental conventions.26 Of the five countries used for comparison, all countries, except
Uzbekistan, have ratified the eight ILO core conventions on forced labour; freedom of association
and protection of right to organise; right to organise and collective bargaining; equal remuneration;
abolition of forced labour; discrimination; minimum age; and worst forms of child labour.
The human rights situation in Kyrgyzstan can also be assessed taking into account the
following indicators: The Political Rights Index, The Civil Liberties Index.
The Political Rights Index27 measures the level of freedom in the electoral process, the
political pluralism and participation, and the functioning of the Government. In a range from 1 to 7,
with 1 representing the most free and 7 representing the least free, Kyrgyzstan has maintained a
stable level of 5 between 2006 and 2014, except in 2010 where the value of this indicator was 6.
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World Economic Forum Global Competitiveness report.
http://www.ilo.org/dyn/normlex/en/f?p=1000:11110:0::NO:11110:P11110_COUNTRY_ID:103529
27
Source: http://www.freedomhouse.org/report-types/freedom-world/
26
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The Civil Liberties Index28 measures freedom of expression, assembly, association and
religion. On a scale from 1 to 7, with 1 representing the most free and 7 representing the least free,
Kyrgyzstan performs relatively well with a stable score of 5 between 2009 and 2014.

Key Indicators
As of August 2015

Ratification of Human Rights Conventions
It shows the status of human rights referring to ratification of the following 9
conventions: Convention against Torture and Other Cruel, Inhuman or
Degrading Treatment or Punishment; Convention on the Rights of the Child;
Convention on the Elimination of All Forms of Discrimination against
Women; International Convention on the Elimination of All Forms of Racial
Discrimination; Convention on the Prevention and Punishment of the Crime
of Genocide; International Covenant on Civil and Political Rights;
International Covenant on Economic, Social and Cultural Rights;
International Convention for the Protection of All Persons from Enforced
Disappearance; Convention on the Rights of Persons with Disabilities.

Kyrgyzstan

8

Azerbaijan

9

Kazakhstan

9

Tajikistan

7

Uzbekistan

7

Number of Conventions ratified out of 9.

Source: United Nations Treaty Collection Multilateral Treaties Deposited with the
Secretary General (UNTC).29
As of August 2015

Ratification of fundamental ILO Conventions
It shows the status of labour rights conventions. It refers to the ratification of Kyrgyzstan
the following 8 conventions: Freedom of association and collective
bargaining (C.87, C.98), Elimination of forced and compulsory labour (C.29, Azerbaijan
C.105), Elimination of discrimination in respect of employment and Kazakhstan
occupation (C.100, C.111), Abolition of child labour (C.138, C.182).
Source: ILO30

8
8
8

Tajikistan

8

Uzbekistan

7

Number of Conventions ratified out of 8.

28

Source: http://www.freedomhouse.org/
United Nations Treaties.
30
ILO.
29

21

3.

Economic elements
Indicators assessing economic elements of an enabling environment for sustainable
enterprises*

* the values for the individual indicators have been harmonized for better presentation and formatted so that the further from the centre a
data point is, the better the country’s performance in that regard. The original indicator values are included in the chapters.

•

•

•

Recovery in growth despite the
slowdown in Russia: After decelerating
in 2014, growth is likely to rebound in
Kyrgyzstan in 2015. This good
performance is mainly due to the
resumption of gold production in the
Kumtor mine.
The
construction
and
telecommunications
sectors
will
continue to sustain the industrial sector,
for which growth is slowing.
Infrastructure investments and better
access to credit should encourage
business.
A financial situation weakened by the
current account deficit: The budget
deficit widened in 2014 due to slowed
growth and the closure of the US

•
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military base,
which decreased
government revenue. The deficit is
likely to decline in 2015, nonetheless
due to reduction of government
expenditure and the increase in
international aid. The country’s public
debt will remain stable in 2015.
The current account deficit should
widen slightly in 2015, after narrowing
in 2014. Imports are likely to fall, while
the depreciation of the som should
encourage an increase in exports. The
decrease in transfers from expatriates
and Russian FDI will contribute to a
widening current account deficit.

3.1.

Sound and stable macroeconomic policy and good management of the economy
Macroeconomic policies should guarantee stable and predictable economic conditions.
Sound economic management should combine the objectives of creating more and better jobs,
combating inflation, and implementing policies and regulations that stimulate long-term productive
investment. Based on the official data, the Kyrgyzstan economy has recorded positive trends
concerning GDP growth. The Kyrgyz economy was projected to have a slight 2.1% increase in
GDP in 2015.31
From 2008 until 2010, Kyrgyz economy recorded a decrease in GDP growth rates (8.4% in
2008, 2.9% in 2009 and -0.5% in 2010). After that, the economy recorded high GDP increase of
6.0% in 2011 and sharp decrease in 2012, with positive rates onwards – 10.9% in 2013 and 3.6% in
2014. Of all the economies compared, it shows most volatile data. This volatility reflects periodic
external and domestic shocks, the latest one being a glacier movement at the Kumtor mine in early
2012, which caused a sharp drop in gold output.
Graph 20: GDP growth rate32

The Kyrgyz economy relies heavily on the performance of a few sectors and remittances.
Industry accounts for about 20% of GDP (less if gold is excluded), mostly in low-value added
manufacturing. Agriculture, employing one-third of the labour force, contributes 20% of the output
but has been shrinking, despite indicators that suggest it could be a growth driver. Services
generate 50% of GDP and can have a significant potential in areas such as communications, trade
and tourism. The large informal economy is currently estimated by Kyrgyz authorities to be as high
as 40-60 percent of GDP.33
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World Bank, http://data.worldbank.org/country/kyrgyz-republic
Source: World Bank national accounts data (World Development Indicators Online).
33
http://www.wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2013/07/04/000445729_20
130704110056/Rendered/PDF/785000KG0CAS0C00Box0377356B00OUO090.pdf
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The Kyrgyz republic accession to the Eurasian Economic Union (EEU) was finalized in
August 2015. The treaty on joining the EEU with Russia, Kazakhstan, Belarus and Armenia was
signed on 23 December 2014. Membership represents both opportunities and risks for the Kyrgyz
Republic. The introduction of higher tariffs for non-member states is expected to hurt trade with
other countries during the transition period, particularly re-export trade with China. On the other
hand, some industries might benefit from better access to the enlarged EEU market, in particular
agriculture and food processing. This, however, requires effective implementation of veterinary and
various quality standards of the EEU.
Graph 21: Current Account Balance34

The Kyrgyz Republic customarily runs a large trade deficit, financed mainly by
remittances. In 2012, the current account deficit increased to over 15% of GDP, as gold exports
plummeted and domestic demand remained strong. Foreign direct investment (FDI) inflows,
mostly reinvested earnings, have improved in recent years and, together with increased borrowing,
have sufficed to finance the current account deficit.35

34

Source: International Monetary Fund, World Economic Outlook Database, April 2014,
http://www.imf.org/external/ns/cs.aspx?id=28
35
http://wwwwds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2013/07/04/000445729_2013070411005
6/Rendered/PDF/785000KG0CAS0C00Box0377356B00OUO090.pdf
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Graph 22: Inflation rate36

The inflation rate in Kyrgyzstan has undergone many fluctuations for the past 10 years.
When looking into the figures for countries used for comparison, projected inflation in 2015 was
the greatest in Tajikistan followed by Kyrgyzstan. As reported by the National Statistical
Committee of the Kyrgyz Republic, the inflation rate in Kyrgyzstan was recorded at 1.30 percent in
February of 2016. Inflation rate in Kyrgyzstan averaged 8.2% from 2003 until 2016. Inflation has
been high and volatile in recent years, due partly to repeated spikes in global food and energy
prices.
Graph 23: Does the inflation rate have a significant impact on the competitiveness of firms?37

36
37

Source: IMF, World Economic Outlook Database, April 2014.
Source: EESE survey 2015.
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As shown in the previous graph, the inflation rate represents one of the biggest issues for
the competitiveness of companies in Kyrgyzstan. For 62% of companies the inflation rate is a very
significant factor that affects companies’ plans to invest and expand, as seen in the graph 19.
Graph 24: Influence of inflation, interest and currency exchange rate38

Along with significant influences of the inflation rate on the plans of firms to invest or
expand in 62.7% of cases, companies identified interest rates another important factor for
conducting business in Kyrgyzstan – half of the interviewed firms find it very significant. The
interest rate is perceived also to be a moderate to very significant factor affecting the
competitiveness by around 65% of companies. The significance of the currency exchange rate is
even more expressed – 78% of companies consider this factor of utmost importance to companies’
plans to invest or expand.
Graph 25: In your opinion, have changes in commodity prices significantly impacted firms in your
sector?39

38
39

Source: EESE survey 2015.
Ibid.
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According to the Kyrgyz business sector, changes in commodity prices have very
significant impact on the sector in 62.7% cases. Actually, the country relies significantly on
imports of food and fuel and thus remains vulnerable to inflationary pressures stemming from
international food and fuel price increases.
A greater volume of economic activities in Kyrgyzstan in recent years is also recognized in
companies’ expectations about planning and profitability in the coming year, as shown in the graph
below.
Graph 26: Does your company expect profitability to improve over the next 12 months?40

At the same time, companies have divided expectations about the improvement of
profitability over the next 12 months. From the total number of respondents 39% of companies
expect to improve profitability over the next 12 months.
Graph 27: Opinion of companies about doing business in following year41

40
41

Source: EESE survey 2015.
Ibid.
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As seen in the graph above, around 72% of Kyrgyz companies expect to increase the
average selling prices over the next 12 months since they expect an increase in the average costs
per unit. On the other hand, there is a very positive economic trend indicated in the companies’
responses whereby the majority of interviewed companies (58.2%) said they would not decrease
the number of their employees.
Graph 28: What is the single largest obstacle prohibiting productivity improvement for firms in
your country? 42

The most prominent obstacle for improvement of productivity of the companies is skills
shortages. This is reported by 48% of companies. According to respondents’ estimations, it is a
problem in all sectors of industry, as well as in agriculture that records a slight decline in recent
years despite being a development sector in the economy with a great number of employees. The
next big impediment for doing business is recognized negative attitude towards business (for 25.3%
of companies) followed by high labour costs (for 12.6% of companies).
Diversifying economic activities through increased private sector development and
upgrading the occupational skills and productivity of its labour force, according to the World Bank,
are crucial for realizing the economic potential of the Kyrgyz Republic. There is also a widely
recognized need to revise the content of vocational and technical education needs to address actual
skills shortages and labour market needs.43

42

Source: EESE survey 2015.
World Bank, 2013, Kyrgyz - Country partnership strategy for the period FY14-17, Washington DC, World
Bank.
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Key Indicators
GDP growth rate (%)

Measures the annual percentage growth rates of all
value added goods and services produced in the
country. GDP is the sum of gross value added by all
resident producers in the economy plus any product
taxes and minus any subsidies not included in the
value of the products. It is calculated without making
deductions for depreciation of fabricated assets or for
depletion and degradation of natural resources. 44

2009
2.89

2010
-0.47

2011
5.96

2012
-0.09

2013

Kyrgyzstan

10.92

2014
3.60

Azerbaijan

9.41

4.85

0.07

2.20

5.80

2.00

Kazakhstan

1.20

7.30

7.50

5.00

6.00

4.30

Tajikistan

3.80

6.50

7.40

7.50

7.40

6.70

Uzbekistan

8.10

8.50

8.30

8.20

8.00

8.10

Annual percentage growth rate of GDP.

Source: World Bank national accounts data (World Development
Indicators Online).

Inflation, consumer prices (annual %)

Measures the annual percentage change in the cost to Kyrgyzstan
the average consumer of acquiring a basket of goods Azerbaijan
and services that may be fixed or changed at specific
Kazakhstan
intervals, such as yearly. 45
Source: World Bank national accounts data (World Development
Indicators Online).

2008
24.53

2009
6.85

2010
7.76

2011
16.59

2012
2.77

2013
6.61

20.82

1.56

5.67

7.87

1.02

2.43

17.15

7.30

7.13

8.33

5.12

5.83

Tajikistan

20.43

6.42

6.46

12.42

5.80

5.04

Uzbekistan

12.75

14.08

9.38

12.81

12.07

11.19

*Forecast IMF World economic outlook 2014 database.46

Labour force participation rate, in percent

The labour force participation rate is the proportion
of the population ages 15-64 that is economically
active: all people who supply labour for the
production of goods and services during a specified
period. The labour force participation rate is
calculated by expressing the number of persons in
the labour force as a percentage of the working-age
population. The labour force is the sum of the
number of persons employed and the number of
unemployed. The working-age population is the
population above a certain age, prescribed for the
measurement of economic characteristics.

Kyrgyzstan

2009
69.9

2010
69.9

2011
70.2

2012
70.5

2013
70.9

Azerbaijan
Kazakhstan
Tajikistan
Uzbekistan

69.9
77.3
70.0
63.8

69.3
77.5
70.1
64.0

69.7
77.9
70.3
64.2

70.2
78.2
70.5
64.4

70.7
78.6
70.7
64.7

The labour force participation rate is calculated by expressing the number of
persons in the labour force as a percentage of the working-age population.

44

World Bank. (2015). World Development Indicators. GDP growth (annual %), World Bank national
accounts data, and OECD National Accounts data files.
45
World Bank. (2015). Wold Development Indicators. Inflation, consumer prices (annual %), International
Monetary Fund, International Financial Statistics and data files.
46
IMF. (2015). World Economic and Financial Surveys. World Economic Outlook Database.
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Current account balance/GDP, in percent

Current account balance (also called ‘current
account surplus/deficit’) is the sum of net exports
of goods and services, net income, and net
current transfers. It is a record of a country’s
transactions with the rest of the world. It shows
whether a country is ‘living within its means’. If
a country is spending more abroad than it earns
from the rest of the world then corrective action
will be necessary, e.g. to maintain the value of
the country’s currency in relation to other
countries’ currency. The balance of payments is a
double-entry accounting system that shows all
flows of goods and services into and out of an
economy. All transactions are recorded twice once as a credit and once as a debit. In principle
the net balance should be zero, but in practice the
accounts often do not balance, requiring inclusion
of a balancing item, net errors and omissions.
Positive current account (surplus) balance is
associated with positive net exports. If the current
account balance is negative, it measures the
portion of domestic investment financed by
foreigners’ savings.

3.2.

2009

2010

2011

2012

2013

2014

Kyrgyzstan

-15.308

-2.205

-6.109

-9.603

-15.614

-15.02

Azerbaijan
Kazakhstan
Tajikistan

35.477

22.981

28.035

26.453

21.814

16.996

4.684

-3.574

0.936

5.423

0.515

0.484

-7.645

-5.925

-1.222

-4.842

-2.465

-2.869

Uzbekistan

8.689

2.196

6.152

5.751

1.172

-1.685

in percent of GDP

Trade and sustainable economic integration
Trade integration can lead to positive economic effects which can have positive
employment effects through efficiency gains. However, as trade integration can also lead to job
dislocation, increased informality and growing income inequality, the employment and decent
work impact of trade policies must be carefully considered.
According to trade data, Kyrgyzstan recorded a trade deficit of 167.59 USD Million in
December of 2015. Balance of trade in Kyrgyzstan averaged -89.36 USD Million from 1993 until
2015, reaching an all-time high of 31.40 USD Million in September 2000 and a record low of
-458.11 USD Million in December of 2014. Balance of trade in Kyrgyzstan is reported by the
National Bank of the Kyrgyz Republic.47

47

Trading Economic, Economic Indicators http://www.tradingeconomics.com/kyrgyzstan/indicators
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Graph 29: Have firms in your country seen an increase in the amount of product they export?48

Although the country became a full member of the EEU in August 2015 and EEU
membership is expected to create opportunities for increased trade with other EEU countries and
should lead to deeper regional integration, it could also create disruptions in trade with nonmember countries.
Prioritization of domestic industries to take advantage of big EEU market can also be
justified if taking into account the fact that merely 31% of respondents said that there was no
increase in the amount of exported products.
Graph 30: Trade/GDP49

Trade is the sum of exports and imports of goods and services measured as a share of gross
domestic product. It takes values between 0 and +∞. The trade-to-GDP ratio refers to the sum of
the imports and exports and could therefore exceed 100%. If we analyse countries used for
comparison, Kyrgyzstan will be placed at the top of the list.

48
49

Source: EESE survey 2015.
Source: World Bank national accounts data (World Development Indicators Online).
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Analysis of the export of goods and services as percentage of GDP in Kyrgyzstan shows
that during the past few years the exports share in GDP has gradually decreased from 54.5% in
2011 to 36.9% in 2014. At the same time, imports of goods and services as percentage of GDP
have increased in the period 2011-2013 and slightly decreased in 2014 – 88.1% of GDP.
Graph 31: Do exporting firms benefit from government incentives such as tax breaks, etc.?50

Many of the interviewed companies are not aware of the benefits arising from government
incentives such as tax breaks for exporting companies (34%). From the companies that know about
these incentives, 34% think that exporting companies do not benefit from government incentives
such as tax breaks while only 7.7% say that all exporting companies have benefits due to some kind
of incentives.

50

Source: EESE survey 2015.
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Graph 32: Enabling trade index51

The Enabling Trade Index (ETI) measures the factors, policies and services facilitating the
free flow of goods over borders and to destination. The index breaks the enablers into four overall
issue areas: (1) market access; (2) border administration; (3) transport and communications
infrastructure; and (4) the business environment. Values are on a scale from 1 to 7, a high score in
the overall ETI indicates that a country is relatively successful at enabling the free flow of trade.
Based on ETI 2014, Kyrgyzstan is ranked as 109 out of 138 economies with a score 3.5. When we
look into the figures for Kyrgyzstan from 2008, we see that the value for this indicator is nearly
uniform. The comparison between economies shows that in 2014 the situation in Kyrgyzstan was
slightly better than in other countries. In Doing Business report of 2016 Kyrgyzstan has improved
its rank on index Trading across Borders from position 102 to 83.
Table 1: Trading across borders52
Doing Business Report

Kyrgyzstan

DB
2008

DB
2009

2007

DB
2010

2008

DB
2011

2009

DB
2012

2010

DB
2013

2011

DB
2014

2012

DB
2015

2013

2014

-

-

-

-

-

-

99

102

2,500

3,000

3,000

3,010

3,210

4,160

4,360

4,760

Documents to export
(number)

15

15

9

9

9

9

9

9

Documents to import
(number)

17

17

11

11

11

11

11

11

Time to export (days)

64

64

63

63

63

63

63

63

Time to import (days)

75

75

72

72

72

75

75

73

Rank
Cost to export (US$ per
container)

51
52

Source: World Economic Forum.
Source: International Finance Corporation.
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The Ease of Doing Business Index ranks economies from 1 to 189 (2015), with first place
being the best. Based on the latest World Bank (WB) report, Ease of Doing Business in Kyrgyzstan
remained unchanged at 67 in 2015 from 67 in 2014. In Kyrgyzstan, this index averaged 66.25 from
2008 until 2015, reaching an all time high of 80 in 2008 and a record low of 41 in 2009.
According to the World Bank and compared to other countries taken into account in this
report, the lowest costs for export are recorded in Azerbaijan followed by Kyrgyzstan. On the other
side, the biggest costs to export are recorded in Tajikistan – almost twice more than in Kyrgyzstan.
Moreover, with 63 days to export, Kyrgyzstan is at the middle of the list when it comes to export
time compared to the other comparator countries – export time takes longer in Tajikistan (71 days)
and Kazakhstan (79 days), and much shorter in Azerbaijan (27 days) and Uzbekistan (54 days).
Graph 33: Export Propensity Index53

The Export Propensity Index looks at the share of exports of goods and services in GDP.
Exports of goods and services represent the value of all goods and other market services provided
to the rest of the world. They include the value of merchandise, freight, insurance, transport, travel,
royalties, license fees, and other services, such as communication, construction, financial,
information, business, personal, and government services. They exclude labour and property
income (formerly called factor services) as well as transfer payments. The value of this indicator
ranges from 0 to 100. Kyrgyzstan is at a very low level of development related to this indicator. In
2014 the value of this indicator was 36.9% which revealed that the share of exports in GDP was
still low.

53
Source: World Bank national accounts data, and OECD national accounts data files (World Development
Indicators Online).
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Graph 34: In your view, do firms consider customs and trade regulations to be a significant
constraint to trading across borders?54

One of the biggest obstacles perceived by firms are customs and trade regulations for
trading across borders. Only 15.3% of the companies think that customs and trade regulations are
not a significant constraint for trading across borders. On the other hand, 59.9% of companies
consider those regulations as constraints for trade across borders to some extent.
Graph 35: In your view, are illicit payments to government officials necessary to speed up
procedures?55

When asked whether illicit payments to government officials were necessary to speed up
procedures, 49.6% of the companies said they had to provide illicit payment to government
officials to speed up procedures to varying degrees, of which 18,3% stated that they had to do so
often. Also 24.3% of interviewees responded they did not know, while 26% of the companies

54
55

Source: EESE survey 2015.
Source: EESE survey 2015.
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stated that they have never had to provide illicit payments to government officials in order to speed
up procedures.
Graph 36: Are firms able to submit documents electronically?56

One of the most positive developments in trade across borders is the implementation of the
electronic system for submission of documents. For 41.3% of companies the electronic submission
of documents is possible in all cases.

Key Indicators
Trade (% of GDP)

Trade is the sum of exports and imports of goods and
services measured as a share of gross domestic product
(GDP). 57
Please note that the trade-to-GDP ratio refers to the
sum of the imports and exports and could therefore
exceed 100%.

2011

2012

2013

2014

Kyrgyzstan

136.18

139.68

134.03

125.02

Azerbaijan

80.51

79.35

75.59

69.51

Kazakhstan

74.90

75.55

64.95

-

Tajikistan

85.02

90.62

87.51

-

Uzbekistan

64.33

60.56

60.02

58.71

2010

2012

2014

3.6
3.9
3.7
3.4
-

3.5
3.9
3.5
3.5

3.7
3.9
3.7
-

Source: World Bank (World Development Indicators Online).
Trade share (%) in GDP.

Enabling Trade Index (ETI)

The Enabling Trade Index measures the factors,
policies and services facilitating the free flow of goods
over borders and to destinations. The index breaks the
enablers into four overall drivers. Market access,
Border administration, Infrastructure and Operating
environment.58
Source: World Economic Forum. WEF Global Trade Reports
2010/2012/2014.

Kyrgyzstan
Azerbaijan
Kazakhstan
Tajikistan
Uzbekistan

-

Rating between 1-7 higher rating indicates better performance

56

Ibid.
World Bank. (2015). World Development Indicators. Trade (% of GDP), World Bank national accounts
data, and OECD National Accounts data files.
58
World Economic Forum. (2010), (2012), (2014). The Global Enabling Trade Report. Geneva.
57
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FDI net inflow/GDP, in percent

Foreign direct investment are the net inflows of
investment to acquire a lasting management interest
(10 per cent or more of voting stock) in an enterprise
operating in an economy other than that of the investor.
It is the sum of equity capital, reinvestment of
earnings, other long-term capital, and short-term
capital as shown in the balance of payments. This
series shows net inflows in the reporting economy and
is divided by GDP.

2011

2012

2013

2014

Kyrgyzstan

11.19

4.43

10.33

2.84

Azerbaijan

6.80

7.70

3.56

5.89

Kazakhstan

7.32

6.77

4.20

-

Tajikistan

1.03

2.60

-0.64

Uzbekistan

3.64

1.32

1.90

-

2.82

FDI net inflow (in current US$ as % of GDP)

Source: World Bank (World Development Indicators Online).

Export Propensity Index= Exports of goods and
services/GDP, in percent

Exports of goods and services represent the value of all
goods and other market services provided to the rest of
the world. They include the value of merchandise,
freight, insurance, transport, travel, royalties, license
fees, and other services, such as communication,
construction, financial, information, business, personal,
and government services. They exclude labour and
property income (formerly called factor services) as
well as transfer payments.

2011

2012

2013

2014

Kyrgyzstan

54.54

44.40

42.25

36.90

Azerbaijan

56.43

53.71

48.72

43.29

Kazakhstan

47.60

45.08

38.25

-

Tajikistan

17.85

21.54

19.18

-

Uzbekistan

33.08

27.68

29.64

29.34

It ranges from 0 (with no exports) to 100 (with all domestic production
exported).
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Trading Across Border Data

Ease of doing business index ranks
economies from 1 to 183, with first place
being the best. The cost to export is the
cost US$ per container. The number of
import and export documents required to
carry out an international trade transaction.
The time to export and import is measured
in days.

2011

2012

2013

2014

3210

4160

4360

4760

9

9

9

9

Kyrgyzstan
Cost to export (US$ per
container)
Documents to export
(number)
Documents to import
(number)

11

11

11

11

Time to export (days)

63

63

63

63

Time to import (days)

72

75

75

73

3345

3430

3540

3460

9

9

9

9

11

11

11

11

Time to export (days)

29

29

28

27

Time to import (days)

26

26

25

25

3130

4685

4885

5285

10

10

10

10

12

12

12

12

76

81

81

79

62

69

69

67

3850

8450

8650

9050

11

11

11

11

12

12

12

12

71

71

71

71

65

72

72

70

4285

4285

4785

5090

13

13

12

11

15

14

14

13

Time to export (days)

70

73

72

54

Time to import (days)

105

112

108

104

Azerbaijan
Cost to export (US$ per
container)
Documents to export
(number)
Documents to import
(number)

Kazakhstan
Cost to export (US$ per
container)
Documents to export
(number)
Documents to import
(number)
Time to export (days)
Time to import (days)

Tajikistan
Cost to export (US$ per
container)
Documents to export
(number)
Documents to import
(number)
Time to export (days)
Time to import (days)

Uzbekistan
Cost to export (US$ per
container)
Documents to export
(number)
Documents to import
(number)

It ranges from 0 (with no exports) to 100 (with all domestic production exported).
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3.3.

Enabling legal and regulatory environment
Well-designed and clear regulations, including those that uphold labour and environmental
standards, are good for the promotion of start-ups and enterprise development. Concerning the
regulatory framework, focus groups participants were of the opinion that it is not primarily
legislation itself that is problematic but rather its implementation. Frequently changing regulations
result in distrust by companies and is perceived as lack of stability. Furthermore, the time to adapt
to new regulation is said to be insufficient. All stakeholders share the same concern that they are
not included in the process of creation and drafting of legislation.
Graph 37: Regulatory Quality Index59

The Regulatory Quality Index measures the ability of the Government to provide sound
policies and regulations that enable and promote private sector development. Estimate of
governance is measured on a scale from approximately -2.5 to 2.5 with higher values
corresponding to better governance.
Kyrgyzstan’s performance in this regard has been poor and under 0, but the graph above
also shows that Kyrgyzstan has the best results if compared to other countries taken in
consideration for this report. The indicator represents the state of regulatory stability in the country
with lower values representing lower trust in the Government.
The Ease of Doing Business Index ranks economies from 1 to 189 (in 2015), with first
place being the best. A high ranking corresponds to the regulatory environment being assessed as
conducive to business operation. This index averages the country’s percentile rankings on 10 topics
giving equal weight to each topic.

59

Source: World Bank, Worldwide Governance Indicators.
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Table 2: Ease of Doing Business Rank60
DB 2014 Report
Kyrgyzstan
Azerbaijan
Kazakhstan
Tajikistan
Uzbekistan

DB 2015 Report

DB 2016 Report

99

67

67

88

63

63

76

53

41

177

138

132

149

103

87

In addition, reform committees within governments frequently use the Doing Business
indicators as one input to inform their programmes for improving the business environment. More
than 50 economies have formed such committees – typically at the inter-ministerial level or
reporting directly to the president or the prime minister – to ensure the coordination of efforts
across agencies. In Europe and Central Asia they include five countries from this report too.
The data from Table 2 show that Kyrgyzstan has improved its position in this regard
over time, moving from 99th position in 2014 to 67th in 2015 and 2016 and rates better than
Uzbekistan and Tajikistan.
The situation revealed by the secondary data is to a great extent confirmed by the
EESE survey responses from the firms. More than half of interviewed enterprises (62.4%) to
more or less extent agree with the statement: “The amount of overall management time firms
spend dealing with the requirements of government regulation is a major issue for firms.” At
the same time, 24% of respondents disagree with this statement.
Graph 38: Do firms have to deal with overlapping regulatory bodies?61

60
61

Source: World Bank, Doing Business project.
Source: EESE survey 2015.
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The overlapping of regulatory bodies (agencies, inspections) is another major problem
undermining the business environment in Kyrgyzstan. The above graph reflects the extent of this
problem, where 18.7% of respondents report the overlap to be a phenomenon in some cases, and
48% stated that it is the case in most or even in all cases. But, 19.7 % of the companies responded
that there were no regulatory bodies with overlapping jurisdictions.
According to graph 35, the tax burden is regarded as a constraint on the investment plans
by 70% of respondents, while 32.3% reported it to be a complete constraint. On the other hand,
28% of interviewees stated it was not a constraint at all. The functioning of the tax administration
was perceived by respondents as somewhat more positive, and while 55.7% of interviewees
perceived the administration to pose a constraint on business to some degree, for 30.7%, it did not
pose any constraint and 27% of those interviewed reported the tax administration to be a very
significant barrier for their operations. According to the International Monetary Fund (IMF),62
simplifying tax regulations could raise tax revenues and will provide incentives for existing
informal firms to pay taxes, increase their investments, and ultimately to operate in the formal
economy.
Graph 39: Opinion of firms about tax administration and tax burden63

62
63

https://www.imf.org/external/pubs/ft/scr/2016/cr1656.pdf
Source: EESE survey 2015
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Graph 40: To what extent do you agree with the statement “labour administration services are
efficient and effective”?

Majority of respondents – 38.3% – consider labour administration services not efficient and
effective, while only 8% state that the labour administration in the Kyrgyz Republic is in line with
the business needs.

Key Indicators
Regulatory Quality

2009

2010

2011

2012

2013

-0.3

-0.3

-0.2

-0.3

-0.3

-0.3

-0.4

-0.4

-0.5

-0.4

-0.3

-0.3

-0.3

-0.4

-0.4

-1.1

-1.0

-1.0

-1.0

-1.1

-1.5

-1.6

-1.6

-1.6

-1.6

The ability of the Government to provide sound policies
and regulations that enable and promote private sector
development. Estimate of governance measured on a
scale from approximately -2.5 to 2.5. Higher values
correspond to better governance.
Scale -2.5 to +2.5
-2.5 = low control;
+2.5 = high control

Kyrgyzstan

Source: World Bank Governance indicators 2015

Estimate of governance measured on a scale from approximately -2.5 to
2.5. Higher values correspond to better governance.

3.4.

Azerbaijan
Kazakhstan
Tajikistan
Uzbekistan

Rule of law and secure property rights
A formal and effective legal system, which guarantees that contracts are honoured and
upheld, the rule of law is respected, and property rights are secure, is a key condition for attracting
investment, as well as for nurturing trust and fairness in society. In many of the lower-middle
income CIS countries (Armenia, Georgia, the Kyrgyz Republic, Moldova, Tajikistan, Ukraine and
Uzbekistan), the dominant problem is underdeveloped institutions of a market economy which
includes security of property rights.
According to the National Sustainable Development Strategy 2013-2017, ensuring
supremacy of law and rule of law is one of three mandatory conditions for the prosperity of the
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country and achievement of decent standard of living for its citizens. There’s also a recognition that
the legislation is characterized by lack of balance and structure, permanent fluidity, caused by
immediate and ill-justified special interests of individual groups. Weak legal culture, as described
in the Strategy, leads to legal nihilism in the institutions of the state itself and lack of rule of law in
the operations of state institutions.
Also, UNDP Report on the Implementation of the Project “Enhancing the democratic rule
of law to promote peace and stability in the Kyrgyz Republic”64 states that, though the process of
adoption of laws in the Kyrgyz Republic is largely transparent, accountable and democratic, state
agencies are not fully observing laws and act in line with them. Often the principle of legitimacy is
sacrificed for the benefit of political expediency and not all provisions of the law are enforced as
provided therein, which leads to weak oversight over their execution.
Graph 41: To what extent do you agree with the statement “the law is open to political
interference”?

Around 69% of respondents confirmed the findings of the UNDP and statements from the
National Sustainable Development Strategy by expressing their positive opinion on the openness of
laws to political interference. Only 10.3% of companies disagreed with this statement.

64

Source:
https://www.google.me/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&cad=rja&uact=8&ved=0ahUKEwi
LpO328XLAhUHkCwKHQN8B3IQFgglMAE&url=https%3A%2F%2Finfo.undp.org%2Fdocs%2Fpdc%2FDocume
nts%2FKGZ%2FProject%2520Activity%2520Report%2520UNDP%2520KGZ%2520RoL_%25204Q%252
0-%2520final.docx&usg=AFQjCNG8IpwHjMAkUfdOgNwYGarqahukrg
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Graph 42: To what extent do you agree with the statement “laws are applied even-handedly and
widely”?

In addition, it is also indicative that 48.7% of respondents disagree with the statement that
laws are applied even-handedly and widely, while only 7.7% completely agree with the fact on
even and equal implementation of laws in the country.
Graph 43: Is it a straightforward process to register commercial property (in a few steps)?

When it comes to commercial protection, there are also pretty negative opinions among
companies on registration of commercial property, where almost 36% of respondents said that this
registration is not a straightforward and easy process, while only 13.4% were convinced it was a
completely straightforward procedure.
The Rule of Law Index measures the extent to which agents have confidence in and abide
by the rules of society. This includes quality of contract enforcement and property rights, the
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police, and the courts, as well as the likelihood of crime and violence. It is measured on a scale
from -2.5 to 2.5. Higher values correspond to better governance.
From 2009-2013 the Kyrgyz Republic has slightly improved on this index (-1.3 in 2009
and -1.1 in 2013), but still underperforms with respect to the countries of comparison as for
instance Azerbaijan and Kazakhstan with -0.7.
Another important indicator in this area is the Property Rights Indicator by the World
Economic Forum. The World Economic Forum (WEF) Survey asks business leaders to provide
their expert opinions on the following: “Property rights in your country, including over financial
assets, are 1= poorly defined and not protected by law, 7=clearly defined and well protected by
law”. Kyrgyzstan scores worse than other countries used for comparison with the index of 3.2
which obviously gets higher over the years meaning that the country performs better in this area,
lower than Azerbaijan (3.8), Tajikistan (3.9) and Kazakhstan (4.1).
The related indicator on Intellectual Property Protection is based on the World Economic
Forum (WEF) Survey where business leaders are asked to provide their expert opinions on the
following: “Intellectual property protection and anti-counterfeiting measures in your country are 1=
weak and not enforced, 7=strong and enforced”. Also on this indicator there is a slightly positive
tendency when comparing 2014 with previous three years, with an increase from 2.0 to 2.6. In this
respect, however, Kyrgyzstan shows a much worse performance than Azerbaijan (3.5), Kazakhstan
(3.7) and Tajikistan (3.7).

Key Indicators
Rule of Law Index

The extent to which agents have confidence in and Kyrgyzstan
abide by the rules of society, including the quality of
contract enforcement and property rights, the police Azerbaijan
and the courts, as well as the likelihood of crime and
Kazakhstan
violence.
Source: World Bank, Governance Matters database.65

Tajikistan
Uzbekistan

2009
-1.3

2010
-1.3

2011
-1.2

2012
-1.2

2013
-1.1

-0.8

-0.9

-0.9

-0.8

-0.7

-0.6

-0.6

-0.6

-0.7

-0.7

-1.2

-1.2

-1.2

-1.2

-1.2

-1.3

-1.4

-1.4

-1.3

-1.2

Estimate of governance measured on a scale from approximately -2.5 to 2.5.
Higher values correspond to better governance.
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World Bank World Governance Indicators.
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Other Useful Indicators
Property rights

The World Economic Forum (WEF) Survey asked the Kyrgyzstan
business leaders to provide their expert opinions on
the following: “Property rights in your country, Azerbaijan
including over financial assets, are 1=poorly defined
and not protected by law, 7=clearly defined and well Kazakhstan
protected by law”.
Source: World Economic Forum, The Global Competitiveness
Report.66

Tajikistan

Uzbekistan

2010
2.8

2011
2.4

2012
2.4

2013
2.9

2014
3.2

3.9

3.8

4.0

4.0

3.8

3.5

3.6

4.1

4.3

4.1

3.7

3.8

3.8

-

3.9

-

-

-

-

-

1=poorly defined and not protected by law, 7=clearly defined and well
protected by law.

Intellectual property protection

The World Economic Forum (WEF) Survey asked the Kyrgyzstan
business leaders to provide their expert opinions on
the following: “Intellectual property protection and Azerbaijan
anti-counterfeiting measures in your country are
Kazakhstan
1=weak and not enforced, 7=strong and enforced”.
Source: World Economic Forum, The Global Competitiveness
Report.67

Tajikistan
Uzbekistan

2011
2.0

2012
2.0

2013
2.3

2014
2.6

3.7

3.9

3.7

3.5

2.6

3.2

3.6

3.7

3.4

3.5

-

3.7

-

-

-

-

1=weak and not enforced, 7=strong and enforced.

3.5.

Fair competition
As a precondition of development and growth of the private sector and sustainable
enterprises, it is important to have competition rules, including those ensuring respect for labour
and social standards. In addition, anti-competitive practices at the national level must be
eliminated.
The law “On competition”, enacted on July 22, 2011, has replaced the former law “On
limitation of monopolistic activity, development and protection of competition”, thus, establishing
a new legal environment for many businesses operating in the Kyrgyzstan. The preamble of this
new normative legal act proclaims that the law is oriented towards prevention, limitation,
suppression of monopolistic activity and unfair competition as well as towards provision of
conditions for creation and effective functioning of markets in Kyrgyzstan. Despite the fact that the
objective is quite similar to the one which was provided in the former legislative act, the new
competition law offers new legal concepts, mechanisms and methods for achieving free, fair and
competitive market conditions for businesses in the Kyrgyz Republic.
Unfair competition is any action of a business entity, which is aimed at obtaining an
advantage against principles of good faith, reasonability and fairness, and may cause or has caused
losses to competing business entities or damage to their reputation. The State Agency for AntiMonopoly Regulation under the Government of the Kyrgyzstan pursues a policy aimed at the
prevention of unfair competition at the market by controlling the market participants.
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World Economic Forum Global Competitiveness report.
World Economic Forum Global Competitiveness report.
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One of the indicators that measures competition is the Intensity of Local Competition
Index. This Index is based on the survey data drawn from the following questions: “Competition in
the local markets is (1=limited in most industries and price-cutting is rare, 7=intense in most
industries as market leadership)”.
Analysing available data, Kyrgyzstan is getting more intense over past few years and
recorded 4.6 in 2014. Compared with other countries covered in this assessment, the situation is the
same as in Kazakhstan, and even better than in Azerbaijan and Tajikistan.
Graph 44: Intensity of Local Competition Index68

The Effectiveness of Anti-Monopoly Policies Index is based on annual survey data.
The respondents are asked to rate the effectiveness of anti-monopoly policy in their country:
“Antimonopoly policy in your country is (1 = lax and not effective at promoting competition,
7= effective and promotes competition)”.
According to this indicator, the Kyrgyz Republic scored 3.3 in 2014, with better
performance than Azerbaijan, but lagging behind Kazakhstan and Tajikistan.

68

Source: World Economic Forum Executive Opinion Survey, the Global Competitiveness Report.
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Graph 45: Effectiveness of Anti-Monopoly Policies index69

Available data reveal that Kyrgyzstan still needs to make strong efforts to achieve fair
competition, especially in terms of fighting against monopoly and improving the regulatory
framework. Even though the data show progress, the business environment in the Kyrgyz Republic
still needs stronger endeavors in the coming period.

Key Indicators
Intensity of Local Competition Index

The Intensity of local competition index is
based on survey data drawn from the
following question: “Competition in the
local markets is (1=limited in most
industries and price-cutting is rare,
7=intense in most industries as market
leadership)”.

Kyrgyzstan
Azerbaijan
Kazakhstan
Tajikistan
Uzbekistan

GC
2010/11
3.8

GC
2011/12
3.9

GC
2012/13
4.0

GC
2013/14
4.3

GC
2014/15
4.6

3.7

3.8

3.8

4.2

4.3

4.2

4.1

4.1

4.3

4.6

4.0

4.1

4.2

-

4.3

-

-

-

-

-

1=limited in most industries and price-cutting is rare, 7=intense in most industries as
market leadership.

Effectiveness of Anti-Monopoly Policies

The Effectiveness of anti-monopoly policy
index is based on annual survey data. The
respondents were asked to rate the
effectiveness of anti-monopoly policy in
their country: “Antimonopoly policy in your
country is (1=lax and not effective at
promoting competition, 7=effective and
promotes competition)”.

Kyrgyzstan
Azerbaijan
Kazakhstan
Tajikistan
Uzbekistan

GC
2010/11
3.0

GC
2011/12
3.0

GC
2012/13
2.9

GC
2013/14
3.1

GC
2014/15
3.3

3.0

3.3

3.5

3.3

3.2

3.4

3.2

3.7

3.8

3.8

3.3

3.6

3.8

-

3.8

-

-

-

-

-

1=lax and not effective at promoting competition, 7=effective and promotes competition.
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Extent of Market Dominance index

The Extent of market dominance index is
based on annual survey data. The
respondents were asked to rate the corporate
activity in their country: “Corporate activity
in your country is (1=dominated by a few
business groups, 7=spread among many
firms)”.

Kyrgyzstan
Azerbaijan
Kazakhstan
Tajikistan

GC
2010/11
2.9

GC
2011/12
3.1

GC
2012/13
3.1

GC
2013/14
3.1

GC
2014/15
3.3

3.2

3.5

3.8

3.6

3.5

3.4

3.4

3.5

3.7

3.8

3.3

3.6

3.9

-

3.7

-

-

-

-

-

Uzbekistan

1=dominated by a few business groups, 7=spread among many firms.

3.6.

Information and communication technologies
With the continuing shift towards knowledge-based economies, the use of information and
communication technologies is fundamental to the development of sustainable enterprises.
Affordable access to information technology (ICT) enhances competitiveness and innovation. Each
country that wants to increase its competitiveness on the market needs to invest in ICT and foster
an ICT culture both at company and household levels to increase the usage of ICT in all segments
of the community.
In 2002 Kyrgyzstan adopted the National Strategy “Information and Communication
Technologies (ICT) for Development of the Kyrgyz Republic” which represent one of the
important areas for development within the framework of implementation of the Complex
Development Framework up to 2010. Today, the main body regulating the ICT industry in
Kyrgyzstan, including radio spectrum allocation, is the State Communication Agency (SCA).
Graph 46: ICT Development Index70

The ICT Development Index (IDI) compares developments in information and
communication technologies (ICT) in 154 countries over a six-year period from 2007 to 2015. The

70

Source: International Telecommunication Union (ITU).
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Index combines 11 indicators into a single measure that can be used as a benchmarking tool
globally, regionally and at the country level. These are related to ICT access, use and skills, such as
households with a computer, the number of Internet users and literacy levels. Measures of this
indicator are on a scale from 1 to 10, with lower scores reflecting lower development levels. The
value of this indicator for Kyrgyzstan shows a slight increase in the period from 2007 (2.52) to
2013 (3.78), which indicates that the country’s performance in this regard was at the lower level. If
we compare the IDI value of the countries considered in this report for 2013, it is noticed that
Kyrgyzstan and Uzbekistan (3.4) are far from Kazakhstan (6.08) and Azerbaijan (5.65). A note
should be made that there is no data on the value of this indicator for 2011 for Kyrgyzstan, as well
as IDI value in years after 2008 for Tajikistan.
According to the latest data of ITU – the United Nations Specialized Agency for ICT – the
IDI Rank 2015 for Kyrgyzstan is 97 while the IDI 2015 value is 4.62, and it indicates that the
growth of this indicator has continued.71
The data72 shows that internet access in Kyrgyzstan is relatively limited, although the
introduction of unlimited plans by mobile operators and the development of 4G services have
contributed to better access. Also, there is still a digital gap in the country between urban and rural
areas, as telecommunication companies have fewer incentives to expand services and infrastructure
outside of the main cities. The cybercafés have long been the preferred means of accessing the
internet in Kyrgyzstan, and around 50% of all users are estimated to access the internet in this way.
In recent years, the cybercafés have become less popular due to the growing popularity of mobile
internet and the spread of broadband infrastructure. According to ITU report for 2015,73 the data for
Kyrgyzstan shows that the percentage of households with computer was 17.6, along with 12 % of
households with internet access.
The Networked Readiness Index (NRI) measures the degree to which developed and
developing countries across the world leverage information and communication technologies (ICT)
for enhanced competitiveness. The Index comprises three sub-indices that measure the environment
for ICT, together with the main stakeholders’ readiness and usage, with a total of nine pillars and
71 variables.
Graph 47: Networked Readiness Index74

71

Ibid.
Source: Freedom House, Freedom on the Net 2015.
73
Source: International Telecommunication Union (ITU).
74
Source: World Economic Forum, The Global Information Technology Report.
72
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According to the NRI, Kyrgyzstan lags behind most countries analysed in the report.
Namely, according to last official data, the current value of this indicator in Kyrgyzstan is 3.5,
which means that this country is ranked lower compared to Kazakhstan (4.5) and Azerbaijan (4.3),
while, on the other side, it performs slightly better than Tajikistan (3.2). There are no value data of
NRI for Tajikistan for 2014 and no data on NRI is available for Uzbekistan.
The most important indicator of ICT usage in some countries is the number of Internet
users, the number of mobile and fixed-telephone subscriptions, etc. The internet usage in
Kyrgyzstan has undergone a healthy, but slow expansion over the last few years. The Internet
Users (per 100 people) Indicator in Kyrgyzstan was at 28.30 in 2014, according to the World Bank.
If we compare it to the countries analysed in the report, 2014 data show that the value of this
indicator for Kyrgyzstan is substantially lower than its value in Azerbaijan (61), Kazakhstan
(54.89) and Uzbekistan (43.55). The value of the Indicator Active Mobile-Broadband Subscriptions
(per 100 inhabitants) was 68.5 compared to only 4.16 of the population that is subscribed to fixed
(wired) broadband internet.
Graph 48: Internet Users (per 100 habitants)75

The most dynamically growing market segment in Kyrgyzstan is the mobile
telecommunication market. Mobile phone penetration in this country is substantially higher than
internet penetration, where the mobile penetration rate was 134.46 in 2014. A strong growth in the
country’s mobile market is reflected in the continuous growth of telephone subscribers from 2006
to 2014. The mobile phone penetration rate in 2013 was 121.45 and in 2010 it was 98.9. If we look
at the value of the indicator Mobile-Cellular Telephone Subscriptions (per 100 inhabitants) for each
country in the report, Kyrgyzstan performs better than all except for Kyrgyzstan (where the
penetration rate was at 168.62 in 2014). In contrast to the mobile telephony, fixed telephony in
Kyrgyzstan is much less developed, and in recent years there has been a slight decline. The value
of the Fixed-Telephone Subscriptions Indicator (per 100 inhabitants) in 2014 was only 7.88
compared to 2009 when it was 9.46.

75

Source: International Telecommunication Union.
51

Graph 49: Mobile-cellular telephone subscriptions (per 100 inhabitants)

In modern times when the number of Internet users in the world is constantly growing, it is
the legitimate wish of businesses to use the great potential provided by ICT to expand their
operations and make them more efficient. To what extent and how they will use the potential
provided by ICT depends on the entire society. The same applies for Kyrgyzstan. Without using the
Internet businesses will not be as competitive, as successful and as efficient as it is necessary which
will ultimately slow down the growth of the country. It is the reason why companies should invest
more in R&D and in cooperation with universities in order to identify real market needs. At the
same time, the Government should put in place proper regulatory frameworks and provide
incentives for further ICT development.

Key Indicators
ICT Development Index (IDI)

IDI compares developments in information
and communication technologies (ICT) in
154 countries over a five-year period from
2002 to 2007. The Index combines 11
indicators into a single measure that can be
used as a benchmarking tool globally,
regionally and at the country level. These
are related to ICT access, use and skills,
such as households with a computer the
number of Internet users; and literacy
levels.

Kyrgyzstan

2007
2.52

2008
2.62

2010
2.84

2011
-

2012
3.69

2013
3.78

Azerbaijan

2.77

2.97

3.83

4.62

5.22

5.65

Kazakhstan

3.17

3.39

4.65

5.41

5.80

6.08

Tajikistan

2.06

2.25

-

-

-

-

Uzbekistan

2.06

2.22

2.77

3.02

3.27

3.40

Scale from 1 to 10, with lower scores reflecting lower development levels.

Networked Readiness Index

The NRI measures the degree to which
developed and developing countries across
the world leverage information and
communication technologies (ICT) for
enhanced competitiveness. The Index
comprises three sub indexes that measure
the environment for ICT, together with the
main stakeholders’ readiness and usage,

Kyrgyzstan

2010
2.97

2011
3.18

2012
3.13

2013
3.09

2014
3.22

2015
3.50

Azerbaijan

3.75

3.79

3.95

4.11

4.31

4.30

Kazakhstan

3.68

3.80

4.03

3.32

4.58

4.50

Tajikistan

3.09

3.23

3.19

3.29

-

3.20

-

-

-

-

-

-

Uzbekistan

Scale of 1 to 7, with higher scores reflecting a better readiness to utilize the opportunities
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with a total of nine pillars and 71 created by ICT.
variables.
Internet users (per 100 people)

The Internet is a linked global network of
computers in which users at one computer
get information from other computers in
the network. Internet users are people with
access to the worldwide network. The total
number of Internet users is divided by the
population and multiplied by 100.

Kyrgyzstan

2009
17.00

2010
18.4

2011
20.00

2012
21.72

2013
23.00

2014
28.30

Azerbaijan

27.40

46.00

50.00

54.20

58.70

61.00

Kazakhstan

18.20

31.60

50.60

53.32

54.00

54.89

Tajikistan

10.07

11.55

13.03

14.51

16.00

17.49

Uzbekistan

17.06

20.00

30.20

36.52

38.20

43.55

2009
9.46

2010
9.17

2011
9.29

2012
8.93

2013
8.31

2014
7.88

15.59

16.57

18.30

18.52

18.67

18.87

Percentage of individuals using the internet.

Fixed-telephone subscriptions (per 100
inhabitants)

Fixed lines are telephone mainlines Kyrgyzstan
connecting a customer's equipment to the Azerbaijan
public switched telephone network.
Kazakhstan

24.50

25.49

26.50

26.80

26.67

26.12

Tajikistan

4.66

4.82

4.86

4.91

5.18

5.24

Uzbekistan

6.78

6.81

6.85

6.94

6.91

8.55

Number of subscribers per 100 people.

Mobile-cellular telephone subscriptions
(per 100 inhabitants)

Mobile phone subscribers refer to users of
portable telephones subscribing to an
automatic public mobile telephone service
using cellular technology that provides
access to the public switched telephone
network.

Fixed (Wired)-broadband subscriptions
(per 100 inhabitants)

2009
85.22

2010
98.90

2011
116.17

2012
124.18

2013
121.45

2014
134.46

Azerbaijan

86.32

100.06

109.97

108.77

107.61

110.91

Kazakhstan

108.38

121.87

156.79

185.82

180.50

168.62

Kyrgyzstan

Tajikistan

65.79

77.89

80.92

81.51

91.83

95.13

Uzbekistan

59.94

75.45

90.37

71.03

74.31

73.79

Number of subscribers per 100 people.

Kyrgyzstan

2009
0.33

2010
-

2011
0.72

2012
1.00

2013
2.46

2014
4.16

Azerbaijan

1.11

5.23

10.58

14.71

18.19

19.83

3.67

5.46

7.41

10.06

11.91

12.93

-

0.06

-

-

0.07

-

0.32

-

-

0.77

1.06

-

Broadband subscribers are the total Kazakhstan
number of broadband subscribers with a Tajikistan
digital subscriber line, cable modem, or Uzbekistan
other high-speed technologies.

Number of subscribers per 100 people.
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3.7.

Access to financial services
One of the key factors for the development of an economy and its companies is the
existence of good and affordable financial services. This is of special importance for all kinds of
companies, regardless of their size or the sector they operate in. The financial sector is important
for the promotion and encouragement of new companies but also to support existing companies to
increase production and exports of their products and services. Sources of financing are often one
of the main barriers for existing and potential entrepreneurs in most countries.
A good financial system does not only include only affordable interest rates but other
factors as well, such as collateral and grace periods just to name a few.
Graph 50: Affordability and access to finances (%)76

Graph 50 shows that the majority of companies in the Kyrgyz Republic rely on selffinancing (61%) and cover working capital needs from their own funds (48.8%). At the same time,
of all the respondents surveyed, a high percentage of them (8.7%) claimed that companies don’t
use investment funds to finance their businesses.

76

Source: EESE Survey 2015.
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Graph 51: Sources of external finance companies usually use77

As external source of funding, majority of the companies mentioned banks (39.79%),
followed customer advances (29.97%) and somewhat credit unions – 7.69%.
At the same time, the indicator of Domestic Credit to Private Sector (% of GDP) is lowest
in Kyrgyz Republic (21.16), of all the countries used for comparison. It refers to financial resources
provided to the private sector, such as loans, purchases of non-equity securities, and trade credits
and other accounts receivable that establish a claim for repayment.
Graph 52: Domestic credits to private sector78

77

Source: EESE Survey 2015.
Source: International Monetary Fund, International Financial Statistics and data files, and World Bank and
OECD GDP estimates (World Development Indicators Online).
78
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Graph 53: To what extent do you agree with the statement “information about financial services is
well disseminated among the business sector”?79

The majority of the participants of both the focus group and the conference agree that
information about financial resources is not so well disseminated, stating that there is a lack of
information about financial products among companies.
The Credit Depth of Information Index measures rules affecting the scope, accessibility,
and quality of credit information available through public or private credit registries. The index
ranges from 0 to 8, with higher values indicating the availability of more credit information, from
either a public registry or a private bureau, to facilitate lending decisions. The Kyrgyz Republic
scores 5 in 2014, which makes it a country with least available credit information in comparison
with others used for comparison purposes.
Graph 54: Interest rate spread80

79

Source: EESE survey 2015.
International Monetary Fund, International Financial Statistics and data files. (World Development
Indicators Online).
80
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The interest rate spread (lending rate minus deposit rate) is the interest rate charged by
banks on loans to prime customers minus the interest rate paid by commercial or similar banks for
demand, time, or savings deposits. The value of this indicator for Kyrgyzstan is 5.66% in 2014,
much lower than the spreads existing in Azerbaijan and Tajikistan. (There is no available data for
this indicator for Kazakhstan and Uzbekistan.)
Graph 55: Companies’ views on financial products and services81

The majority of interviewed companies are satisfied with the quality of information
dissemination about financial services. On the other hand, a significant share of them don’t think
that financial products are adapted to the needs of enterprises of different sizes, especially SMEs.
Graph 56: Are affordable financial products and services available that enterprises need at each
stage of their evolution?82

81
82

Source: EESE survey 2015.
Ibid.
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At the same time, a majority of companies (40%) stated that there are affordable financial
products and services available to enterprises while they go through different evolution stages.

Key Indicators
Domestic credit to private sector (% of GDP)

Domestic credit to private sector refers to
financial resources provided to the private sector,
such as through loans, purchases of non-equity
securities, and trade credits and other accounts
receivable, that establish a claim for repayment.
For some countries these claims include credit to
public enterprises.

Kyrgyzstan

2009
12.67

2010
12.76

2011
11.48

2012
13.35

2013
15.69

2014
21.16

Azerbaijan

19.07

17.88

17.28

20.09

25.46

30.72

Kazakhstan

50.27

39.30

36.00

36.68

35.58

34.97

Tajikistan

22.84

14.17

14.67

14.65

18.41

21.48

-

-

-

-

-

-

Uzbekistan

Credit to private sector (% of GDP).

Credit depth of information Index

Credit information index measures rules affecting
the scope, accessibility, and quality of credit
information available through public or private
credit registries. The index ranges from 0 to 8,
with higher values indicating the availability of
more credit information, from either a public
registry or a private bureau, to facilitate lending
decisions

Kyrgyzstan

2009
4

2010
4

2011
4

2012
4

2013
5

2014
5

Azerbaijan

5

5

5

5

6

6

Kazakhstan

5

5

5

5

7

7

Tajikistan

-

-

-

-

-

6

Uzbekistan

-

-

3

4

7

7

0=less information to 8=more information.

Interest rate spread

Interest rate spread (lending rate minus deposit
rate) is the interest rate charged by banks on loans
to prime customers minus the interest rate paid by
commercial or similar banks for demand, time, or
savings deposits.

Kyrgyzstan

2009
19.16

2010
27.41

2011
33.81

2012
7.46

2013
11.38

2014
5.66

Azerbaijan

7.83

9.06

8.11

8.13

8.32

8.69

Kazakhstan

-

-

-

-

-

-

Tajikistan

15.04

14.75

14.22

13.42

17.76

19.04

Uzbekistan

-

-

-

-

-

-

Interest rate spread (lending rate minus deposit rate, %)

3.8.

Physical infrastructure
The development of sustainable enterprises critically depends on the quality and quantity of
the physical infrastructure available, such as physical facilities and transportation systems but also
access to water and energy play a pivotal role. All of these factors directly influence business in
every country.
The Quality of Overall Infrastructure Index reveals whether a country’s infrastructure is
underdeveloped or extensive and efficient based on a range from 1 to 7 with higher values
indicating better performance. Kyrgyzstan has slightly improved in regards to this indicator year by
year, moving from 2.7 in 2008 to 3.6 in 2014. Still, it is noticed that the score for last year in this
country is lower than in Azerbaijan (4.8) and Kazakhstan (4.4). Tajikistan is the only country that
ranks slightly lower (3.4) than Kyrgyzstan. There is no available data on this indicator for
Uzbekistan.
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Graph 56: Quality of Overall Infrastructure Index83

Secondary data on access to potable water in Kyrgyzstan (Improved Water Source
Indicator) are relatively good, but point to the need for further improvement. Namely, in 2012 there
was 87.6% of population with access to potable water. Of the countries compared, Uzbekistan
reflects the similar rate while in Tajikistan the situation is worse. On the other side, 93.1% of
Kazakhstan has access to improved water.
In each case, access to safe water and improved sanitation are particularly important
elements in assessing the health of a country’s population. According to available data for
Kyrgyzstan, only 24.7% of Kyrgyzstan population had access to piped water in 2012. Especially
visible are differences between urban and rural areas – 52% of the population in urban areas have
access to piped water compared to only 9% of the population in rural areas. On the other hand,
when it comes to adequate sanitation, only 27% of the population of this country had access to
improved sanitation in 2012.84
These data point to the need for improvement measures for water supply systems as well as
the quality of sanitation in Kyrgyzstan to be undertaken as soon as possible.
The Quality of Port Infrastructure Index reflects the level of development of port facilities
and inland waterways on a range from 1 to 7 with higher values indicating better development.
According to the last available data from 2014, the level of this indicator for Kyrgyzstan was 1.3
and it placed this country the last compared to other countries considered in this report.
The Electric Power Consumption Index measures the production of power plants and
combined heat and power plants less transmission, distribution, and transformation losses and own
use by heat and power plants. The situation in Kyrgyzstan in this regard reflects consistent increase
in energy consumption over the period 2009-2012. In the latter year, this country registered a rate
of 1809.1 kWh per capita. Compared to Kyrgyzstan, the highest consumption rate was in
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Kazakhstan (5084.99 kWh) and Azerbaijan (2052.65 kWh) and the lowest in Tajikistan (1731.55
kWh) and Uzbekistan (1605.33 kWh).
According to Asian Development Bank data,85 many households in Kyrgyzstan suffer from
power outages, whereby there are substantial differences in access to reliable electricity supplies
between urban and rural areas – power outages at least once a month were reported by 31.9% of
households in rural areas and 12.1% households in urban areas in 2013.
Unreliable electricity supply is one of the very important constraints for the economic
prospects of Kyrgyzstan, since the economy development without electricity is almost impossible.
The same was also highlighted by interviewed companies.
Graph 57: Are power outages a significant issue for the private sector?86

A total of 84% of surveyed companies say that power outages represent a significant issue
for the private sector (out of which 54.7% consider it a very significant issue, 13.3% a significant
issue and 16% a somewhat significant issue). On the other side, only 3.7% companies think it is not
significant.
Moreover, even 88% of surveyed companies think that power outages happen and are
disruptive on the firm’s operations in contrast to 11% who say that this never happens.
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Graph 58: How often are power outages disruptive on the firm’s operations?87

Electricity represents an extremely important issue for daily operations of every company
in the world. In Kyrgyzstan, the electricity shortages in recent years and the numerous problems
that arise as a consequence negatively affect not only the population, but particularly the business
sector. Such assessment is illustrated in the graph below.
Graph 59: Do power outages often cause damage to electronic equipment, such as computers,
resulting in significant expenses to firms?88

According to survey findings, 73.6% of companies say that power outages cause damage to
electronic equipment, such as computers, resulting in significant expenses to firms. On the other
side, according to 23.7% of companies power outages never cause such damage.

87
88

Source: EESE survey 2015.
Ibid.
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Key Indicators
Electric power consumption (kWh per
capita)
Kyrgyzstan

Electric power consumption measures the
production of power plants and combined Azerbaijan
heat and power plants less transmission, Kazakhstan
distribution, and transformation losses and Tajikistan
own use by heat and power plants.
Uzbekistan

2007

2008

2009

2010

2011

2012

1456.23

1378.72

1323.72

1371.72

1649.26

1809.10

2118.21

2040.76

1620.39

1603.43

1705.42

2052.65

4487.29

4689.17

4447.36

4728.10

4892.91

5084.98

2059.06

1929.56

1889.92

1868.41

1784.04

1731.55

1658.37

1647.01

1637.57

1647.83

1625.97

1605.33

kWh per capita

Improved water source (% of population
with access)

Access to an improved water source refers
to the percentage of the population with
reasonable access to an adequate amount of
water from an improved source, such as a
household connection, public standpipe,
borehole, protected well or spring, and
rainwater collection. Unimproved sources
include vendors, tanker trucks, and
unprotected wells and springs. Reasonable
access is defined as the availability of at
least 20 liters a person a day from a source
within one kilometer of the dwelling.

2007
86.4

2008
87.5

2009
87.5

2010
87.6

2011
87.6

2012
87.6

Azerbaijan
Kazakhstan
Tajikistan

79.3
93.4

80.1
93.3

80.1
93.2

80.2
93.2

80.2
93.1

80.2
93.1

66.6

67.6

68.6

69.7

70.7

71.7

Uzbekistan

87.5

87.3

87.3

87.3

87.3

87.3

2009/10

10/11

11/12

12/13

13/14

14/15

2.8

3.5

3.7

3.4

3.4

3.6

Azerbaijan

4.5

4.4

4.4

4.5

4.7

4.8

Kazakhstan

3.8

4.0

3.8

4.1

4.5

4.4

Tajikistan

3.2

3.6

3.8

3.7

-

3.4

Uzbekistan

-

-

-

-

-

-

Kyrgyzstan

% of population with access

Quality of Overall Infrastructure Index

The Quality of Overall Infrastructure Index
reveals whether a country’s infrastructure is
underdeveloped or extensive and efficient
based on a range from 1 to 7 with higher
values indicating better performance.

Kyrgyzstan

1 = underdeveloped, 7= as extensive and efficient as the world’s best.

Quality of Port Infrastructure Index

Survey data: “Port facilities and inland
waterways
in
your
country
are:
1=underdeveloped, 7= as developed as the
world’s best. For landlocked countries this
measures the ease of access to port facilities
and inland waterways”.

09/10

10/11

11/12

12/13

13/14

14/15

1.6

1.4

1.5

1.5

1.3

1.3

Azerbaijan

4.2

4.2

4.1

4.0

4.5

4.3

Kazakhstan

3.0

3.3

3.6

3.4

2.7

2.7

Tajikistan

1.9

1.9

1.8

1.7

-

2.1

Uzbekistan

-

-

-

-

-

-

Kyrgyzstan

1 = underdeveloped, 7= as extensive and efficient as the world’s best.
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4.

Social Elements
Indicators assessing social elements of an enabling environment for sustainable enterprises*

* the values for the individual indicators have been harmonized for better presentation and formatted so that the further from the centre a
data point is, the better the country’s performance in that regard. The original indicator values are included in the chapters.

•

•

The country’s productivity in key sectors is
not sufficient to drive employment, trade,
and economic growth in Kyrgyzstan. The
population is not sufficiently prepared to
participate in the modern workforce, and
improvements to the business environment
are needed to encourage increased
investment and the expansion of job-creating
sectors.89
The Kyrgyzstan’s Constitution guarantees
equal freedoms, rights and opportunities for
both men and women. However, despite
legislative and political initiatives aimed at

•

89

USAID, 2014, Kyrgyz Republic: Country
Development Cooperation Strategy 2015-2019,
https://www.usaid.gov/kyrgyz-republic/cdcs

gender equality, the existing socio-economic
status of women indicates that gender
differences still exist in almost all aspects of
work as well as in relation to the share of
women in entrepreneurship and management
positions.
There are current and arising skills gaps90 in
all levels of employment in Kyrgyzstan.
Currently, firms usually train their own
workers on the job. They often do not see
the advantage in hiring graduates from the
public education institutions and argue that
the
skills
taught
there
are not relevant for their operations.

90

ILO, 2012, Skills for Trade and Economic
Diversification in the Kyrgyz garment sector,
http://www.ilo.org/wcmsp5/groups/public/--ed_emp/documents/publication/wcms_182791.p
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4.1.

Entrepreneurial culture
One of the most important pillars for the development of society is entrepreneurial culture.
Entrepreneurs make big contributions to GDP and in many countries represent the main engine for
global economic development.
As reported by the National Statistical Committee of the Kyrgyz Republic (2016), there are
13.5 thousand SMEs registered in the country, 25% of them operate in the trade sector, 16.5% in
the sector of industry, and 11.8% in the sector of professional, scientific and technical activities.
SMEs make up 40% of GDP but participate in the overall employment with only 3.9%.
The last Doing Business data show: starting a business requires 2 procedures, takes 8 days,
costs 2.4% of income per capita and requires paid-in minimum capital of 0% of income per
capita.91 According to focus groups discussions, although the requirements for starting a business in
Kyrgyzstan are simplified (“registration procedures can be finished in one week”), an adequate
institutional and strategic framework for start-up support still lacks. On the other side, companies
from focus groups spotted that there is still an evidence of regulatory inefficiency, lack of
transparency and complicated procedures – especially when it comes to closure of companies (“the
procedure lasts for half a year”).
Graph 60: New business density 92

The New Business Density indicator shows the number of newly registered limited liability
companies per 1,000 working-age people (those aged 15-64) in a particular year. Since 2008
Kyrgyzstan has recorded a fairly equable trend in the value of this indicator which puts this country
at second place in relation to other analysed countries. The score of Kyrgyzstan regarding the
newly registered companies was 0.92 in 2012. According to data available for the compared
countries, Kyrgyzstan reflected a slightly better performance than Azerbaijan and Uzbekistan and
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World Bank, 2014, Doing Business 2015: Going beyond efficiency - Kyrgyz Republic, Doing Business
2015,
http://documents.worldbank.org/curated/en/2014/10/20349466/doing-business-2015-going-beyondefficiency-kyrgyz-republic
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Source: World Bank's Entrepreneurship Survey (World Development Indicators Online).
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much better than Tajikistan. On the other side, Kyrgyzstan was far behind Kazakhstan that had the
highest value of this indicator in 2012 (1.71). Positive actions by Kyrgyz government on policy
level, have improved the New Business Intensity indicator to 1.08 in 2014.
Furthermore, according to the 2013 Business Environment and Enterprise Performance
Survey (BEEPS),93 the business climate in Kyrgyzstan has significantly improved since 2008, but
corruption remains one of the key obstacles in doing business. Moreover, according to Doing
Business 2015 of the World Bank Group, Kyrgyzstan ranks at 35 out of 189 economies in ease of
starting a business. This data ranks Kyrgyzstan higher in comparison to neighbouring countries
such as Kazakhstan (55) and Uzbekistan (65).
According to the ILO,94 the concept of mentorship for start-ups, small enterprises and
special targeted groups (e.g. women, youth) is one of very important elements of the whole process
of developing an entrepreneurial culture and creating a conductive business environment. What is
particularly important is that the respect of labour rights and human dignity of employees
represents an essential part of the overall activities undertaken with the aim to create the
stimulating framework in the country that is conducive to the creation and growth of enterprises on
a sustainable basis.
Globally, women are particularly important economic actors. Their potential and the level
of their economic empowerment indicate the level of democracy, maturity and economic
sustainability of the country. It is therefore expected that in the coming period the State will put
additional efforts to intensify the processes that will lead to the improvement and further
development of women entrepreneurship in Kyrgyzstan. According to enterprise surveys data for
2013,95 there were 49.4% of firms with female participation in ownership in Kyrgyzstan, 16.4% of
firms with majority female ownership, while the percentage of firms with female top managers was
28.8%. On the other side, ILO report96 from 2015 shows that globally women have been filling the
ranks of management particularly at middle and even senior management over the last 20 years.
The ILO statistic data for Kyrgyzstan show that the share of women in the overall number of
managers was 32.3% in 2012, which ranks Kyrgyzstan 49 out of 108 countries.
During the period 1991-2007, the economic activity among women of working age
decreased from 81.6% to 42.3%. Women are especially active in the informal labour market,
service and trade segments. Although Kyrgyzstan’s legislature declared the equality of rights of
men and women, there is no official data about the share of women entrepreneurship as well as any
information that could be used to study the role of women in the development of the SME sector.
The creation of a business environment favourable for starting a business and its further
growth, as well as the entire dynamics of economic development, depend on the set of different
factors. The simplification of laws and regulations, improving transparency in licensing, business
permits and taxations reduces opportunities for corruption, improves business operations and
attracts foreign investments – these are some of the recommendations resulting from the focus
groups meetings which were held for the purpose of the Kyrgyzstan EESE report.
The successful development of a competitive SME sector is the base for creating
sustainable economic growth and employment. SMEs generate economic growth due to the fact
that, inter alia, they ensure high business efficiency, they are flexible and adapt faster to market
demands, they have lower operation costs, they easily adapt to new technological conditions, while,
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from the social point of view, they are the powerful source of new employment. One particular
problem for SMEs is informal economy that undermines the base of competitiveness of those
companies operating legally. The greater the informal sector the lower the share of MSMEs in the
overall economy.
According to the National Statistical Committee of the Kyrgyz Republic, the informal
economy is estimated at 19.9% of the GDP in 2012. On the other hand, numerous other sources
estimate that the informal economy is worth about 25% to more than 50% of GDP. In any case, it is
clear that the high share of informal economy is a great barrier to business and labour formality
decreasing thereby the overall economic development of the country. It requires reforms that are
aimed at both capacity building and institutional efficiency and improvement of a regulatory
framework for business. In this way, benefits will also be felt by employees in the informal sector
with low wages, limited choice of jobs offered at the market, worse working conditions and
inadequate and worse employment protection.
Entrepreneurship is vital for Kyrgyzstan, implying that individuals should be motivated to
engage in entrepreneurial ventures. Therefore, the Kyrgyz Government must encourage
entrepreneurship, by creating policies and strategies that support the development of an
entrepreneurial culture in the country, as well as by providing stimulating measures for doing
business at each stage of its development (start up, growth or developed stage) and at all levels
(locally, regionally, nationally, internationally).

Key Indicators
New business density
Kyrgyzstan

The number of newly registered limited
liability companies per 1,000 working-age Azerbaijan
people (those aged 15-64) in that year.
Kazakhstan

2007
0.86

2008
1.08

2009
0.90

2010
0.81

2011
0.95

2012
0.92

-

1.00

0.74

0.55

0.63

0.70
1.71

2.13

1.62

1.52

1.51

1.64

Tajikistan

0.21

0.24

0.49

0.66

0.26

0.26

Uzbekistan

0.50

0.52

0.73

0.77

0.82

0.64

The number of newly registered limited liability companies per 1,000 working-age
people.

4.2.

Education, training and lifelong learning
The development of a skilled workforce and the expansion of human capabilities through
high-quality systems of education, training and lifelong learning are important for helping workers
to find good jobs and enterprises to find the skilled workers they require. A well-educated and
well-skilled workforce is the main strength of every country. On the other hand, in reality, the lack
of a well-educated and skilled workforce is often one of the biggest challenges facing countries.
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Graph 61: Public spending on education97

Public expenditure on education consists of current and capital public expenditure on
education plus subsidies to private education at the primary, secondary, and tertiary levels. As
illustrated in the graph above, Kyrgyzstan spends substantial resources on public education. Public
spending for education increased from 5.82% of GDP in 2010 to 7.38% of GDP in 2012. Such a
level of spending is higher than in the countries analysed in this report, placing Kyrgyzstan among
economies in the Eastern Europe and Central Asia region with greater value in this regard.
However, such substantial investments in education are not associated with the adequate
quality of education. According to the PISA 2009 data survey,98 83% of the 15-year-old population
of Kyrgyzstan is functionally illiterate and the country remains below its potential given its level of
development. Moreover, access to pre-primary education remains very limited in spite of large
financial efforts. Kyrgyzstan scored lowest in three PISA subject areas: reading literacy,
mathematical literacy, and scientific literacy. Over 80 per cent of students did not achieve the
minimum standards in these skills areas.
According to the data of the National Statistic Committee, due to the low salaries and the
diminished social status of the profession, teacher numbers had been falling over from 73,620 at
the start of 2006-2007 year to as low as 69,062 for the start of the 2010-2011 year in September
2010. Teachers in Kyrgyzstan earned an average of $75 per month, and it is well below the average
public servant salary of $144 per month (USAID 2011).
The Education Index measures educational attainment. This index is measured by the adult
literacy rate and the combined primary, secondary, and tertiary gross enrolment ratio. The adult
literacy rate gives an indication of the ability to read and write, while the gross enrolment ratio
gives an indication of the level of education from kindergarten to postgraduate education. It is a
weighted average of the Adult Literacy Index (with two-thirds weighting) and the combined
primary, secondary, and tertiary gross enrolment ratio (Gross Enrolment Index [0, 100]) (with onethird weighting). The measure of this indicator is on a scale from 0 to 1 where higher values
correspond to better performance.

97
Source: United Nations Educational, Scientific, and Cultural Organization (UNESCO) Institute for
Statistics (World Development Indicators Online).
98
Source: OECD, 2010, PISA 2009, https://www.oecd.org/pisa/pisaproducts/pisa2009keyfindings.htm
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Graph 62: Education index99

In 2013, Kyrgyzstan ranked 125 (out of 187 economies) and the value of this index for the
country was only 0.655. Of the compared countries, Kyrgyzstan had slightly better result than
Uzbekistan and Tajikistan. On the other hand, this country is still far behind Kazakhstan and
Azerbaijan.
Focus groups discussions revealed that one of the most important issues for the
development of sustainable business in Kyrgyzstan is the shortage of skilled labour due to the low
quality of education and training. According to respondents’ belief, it is a problem in all sectors of
industry. Participants state that the labour market is inefficient, the problem arising also from the
existence of informal activities of both companies and employees. VET systems lack proper
implementation and a labour market-oriented approach, university students are not qualified for the
labour market (lacking professional and practical knowledge), while teachers’ knowledge is
outdated – it is stated by all focus groups with participants coming from different sectors of the
economy. Also, there is a lack of benchmarks for schools to combine professional skills education
with on-the-job-training. In short, the current situation in the country is characterized by a
disconnection between supply and demand, i.e. a mismatch that is reflected in a deficit of certain
profiles and a low quality of skills demanded by the labour market. 40% of unemployed are
persons with VET attainment.
Focus groups discussions and findings of various reports are confirmed by survey findings.
According to survey data, 43.3% of companies think that the average school leaver applying for
work does not meet the needs of firms in the private sector, while 36% of companies think school
leavers sometimes meet the needs of the companies. Only 5.3% think that the average school leaver
applying for work completely meets the needs of firms in the private sector.
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UNDP, Human Development Report.
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Graph 63: Are school leavers generally equipped with the literacy and numeracy skills required by
firms in the private sector?100

Even 45.7% of survey participants think that school leavers are not at all equipped with the
literacy and numeracy skills required by firms in the private sector. Opposite to that, only 6.3% of
the companies think that school leavers are completely equipped along with 9.7% of companies
that think school leavers are mostly equipped with the literacy and numeracy skills required by
firms in the private sector.
Graph 64: Comparison between private and public education providers101

100
101

Source: EESE survey 2015.
Ibid.
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The data in the graph above show there are no huge, substantial differences in companies’
opinions regarding the quality of labour market entrants from private or public education providers.
However, it is noted that slight preference is given to public education providers, as confirmed by
survey findings whereby 67% of companies think that higher quality entrants come from public
education providers compared to 54.4% of companies thinking that higher quality is due to private
education providers.
Also, the survey data show that 53.7% of respondents reckon there are no relations, formal
or informal, between firms and local education providers (at any level). Unlike such opinion, the
different attitude is shared by 24.3% of survey respondents who think that all companies have
relationships with local education providers, and 3.3% thinking that most of the companies have
developed relationships with local education providers.
Graph 65: Which of the following skills is the main missing competency among school leavers
today?

As revealed by survey findings, 32% of companies perceived analytical and conceptual
skills as the main missing competences of school leavers today. From companies’ perspective,
other main missing competences at the labour market are: academic achievement (25%) as well as
communication skills (24%).
Moreover, from companies’ point of view, the most important skills for firms in the current
climate are strong communication skills (33.98%) followed by strong analytical skills (25.93%)
and strong interpersonal skills (21.74%).
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Graph 66: Which of the following competencies is the most important to firms in the current
climate?

As the most important competences to firms in the current climate, the companies
recognized basic science and technology competences (32%) as well as computer literacy (30%),
followed by ability to use the foreign languages (21%).
After reviewing the findings of the research, it can be noticed that energy and enthusiasm
of employees (32%) represent the most important attributes of employees for firms in the current
climate. The other most important employees’ attributes according to companies are: flexible ‘can
do’ attitude (27.44%) and a team player (27.27%).
The Education Development Strategy of the Kyrgyz Republic for 2011-2020 (EDS) is
published in 2009 by the Ministry of Education and Science, and it covers general education,
primary and secondary vocational education systems. This national strategy is aimed at solving the
key problems of the education system: 1) the teaching staff crisis; 2) the poor management of the
education system and its funding; 3) the outdated content of education; and 4) the limitations of the
educational infrastructure. The implementation of the EDS is divided into 3 three-year stages: the
first stage 2012-2014, the second stage 2015-2017 and the third stage 2018-2020.
Primary data show that 8.3% of the interviewed companies sometimes conduct ‘skills
audits’, 22% of the companies said they do it rarely while 27% perform ‘skills audits’ often.
Finally, 41% of the interviewed companies say they never conduct ‘skills audits’.
With the indicator Extent of Staff Training the World Economic Forum (WEF) Survey asks
business leaders to provide their expert opinions on the following: “The general approach of
companies in your country to human resources is: (1 = to invest little in training and employee
development, 7 = to invest heavily to attract, train, and retain employees)”.
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Graph 67: Extent of staff training102

The value of the indicator Extent of Staff Training for Kyrgyzstan was 3.52 in 2014 and it
is identical to the value this country had in 2009. Although there was a slight growth in the value of
the indicator from 2012 to 2014 the last available data show that Kyrgyzstan performs the worst
compared to other analysed countries.
The survey findings show that most companies (44.3%) think there are no government
employment and training schemes available to assist with skills shortages, in contrast to only 9.7%
of companies that are aware of the existence of these schemes. On the other side, even 50% of
companies are aware of the existence of private employment and training schemes available to
assist with skills shortage, while 17.3% of the companies think that these training schemes do not
exist. Ultimately, when it comes to effectiveness of these training schemes, only 11.4% of
companies say that government employment and training schemes are effective compared to 53.4%
of companies that think private employment and training schemes are effective.
Graph 68: Has your firm experienced difficulties recruiting individuals with certain skills in the
last three years?103

102
103

Source: World Economic Forum, The Global Competitiveness Report.
Source: EESE survey 2015.
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As illustrated in the graph, 69.7% of companies have experienced difficulties recruiting
individuals with certain skills in the last three years. On the contrary, 29% of the companies never
had problems in recruiting individuals with certain skills.
As a sort of response to difficulties in recruiting individuals with certain skills in the last
three years, most of the companies surveyed provided further training (32.8%), while others
relocated work within the company (14%) and increased recruitment efforts (10.4%).
The indicator “Firms offering formal training”104 is the percentage of firms offering formal
training programmes for their permanent, full-time employees. If we compare the value of this
indicator for 2013 for each analysed country, it is evident that the number of companies offering
formal training programmes for their employees was the greatest in Kyrgyzstan (62.7%), followed
by Tajikistan (33.1%), Kazakhstan (28.4%), Azerbaijan (20.1) and Uzbekistan (11%).
Based on survey findings, 71.7% of companies think that the firms in Kyrgyzstan which
conduct regular reviews to ensure their training offers are connected to their needs. On the other
side, only 7.3% of companies think that firms do not engage in such surveys.
Graph 69: To what extent do the current skills shortages negatively affect105

As seen in the graph above, more than 80% of companies say that current skills shortages
have a negative effect on: introducing new working practices, introducing technological changes,
meeting customer service objectives, developing new products or services. Of particular concern is
the attitude of more than 80% of companies whose current skills shortages negatively affect
businesses in the private sector. Only 9.3% think it does not have negative effects on businesses in
the private sector.

104
105

Source: World Bank, Enterprise Surveys and World Development Indicators Online.
Source: EESE survey 2015.
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Graph 70: It is difficult, in the current market, for firms to keep highly skilled employees?106

When it comes to keeping highly skilled employees in the current market, only 11.3% of
the companies think it is not difficult. On the other side, 84.9% of companies think it is difficult,
39.3% of them emphasise it is very difficult to keep highly skilled employees in the current market.
According to survey data, 42.3% of companies don’t have a department or a person
responsible for training compared to 46.7% that do have. Regarding the financing of trainings, 49%
of companies do not have a training budget compared to 39.3% that do. Furthermore, 39.7% of
companies do not undertake a regular need analysis, while 13% do it now and 8% believe they will
do it in the future. Finally, 49.3% of the companies say that there are no government-funded
trainings available to firms, in contrast to 9% that say such trainings are available. Only 4% of
respondents believe such trainings will be available in the future.
Graph 71: Financing of the training107
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Source: EESE survey 2015.
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The above graph indicates that further process of reforms in Kyrgyzstan should include the
projection of demand for certain occupations, as well as the development of new education
programmes for priority economic sectors. Kyrgyzstan should also work on the development of
training, retraining and skills upgrading programmes for unemployed, as well as on the trainings of
workers for different jobs. Finally, along with the creation of tax incentives for employers who
invest in trainings for their employees, it is especially important to have policies that will ensure
stronger links between employers and vocational education that will, in return, result in the creation
of an adequate workforce which will meet the labour market needs and uphold the economic
development of the country.

Key Indicators
Public expenditure on education

Public expenditure on education consists of current
and capital public expenditure on education plus
subsidies to private education at the primary,
secondary, and tertiary levels.
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2007
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3.22

2.78

2.44

-

Kazakhstan

2.83

2.59

3.06

-

-

-

Tajikistan

3.41

3.46

4.10

4.01

3.94

4.02

-

-

-

-

-

-

Uzbekistan

Public spending on education as share (%) of GDP

Education Index

It measures the educational attainment. The
Education Index is measured by the adult literacy
rate and the combined primary, secondary, and
tertiary gross enrolment ratio. The adult literacy
rate gives an indication of the ability to read and
write, while the gross enrolment ratio gives an
indication of the level of education from
kindergarten to postgraduate education. It is a
weighted average of Adult literacy index (with
two-thirds weighting) and the combined primary,
secondary, and tertiary gross enrolment ratio
(Gross enrolment index [0, 100]) (with one-third
weighting).

Kyrgyzstan

2008
0.66

2009
0.65

2010
0.65

2011
0.66

2012
0.66

2013
0.66

Azerbaijan

0.68

0.69

0.70

0.70

0.70

0.70

Kazakhstan

0.76

0.76

0.75

0.76

0.76

0.76

Tajikistan

0.64

0.64

0.64

0.64

0.64

0.64

Uzbekistan

0.65

0.65

0.65

0.65

0.65

0.65

On a scale from 0 to 1. Higher values correspond to better performance.

Extent of staff training

The World Economic Forum (WEF) Survey asked
the business leaders to provide their expert
opinions on the following: “The general approach
of companies in your country to human resources
is: (1=to invest little in training and employee
development, 7=to invest heavily to attract, train,
and retain employees)”.

Kyrgyzstan

2009
3.52

2010
3.21

2011
3.05

2012
3.07

2013
3.20

2014
3.52

Azerbaijan

4.53

4.02

4.00

4.08

3.92

3.73

Kazakhstan

3.67

3.59

3.59

3.93

4.15

4.06

Tajikistan

3.18

3.31

3.47

3.83

-

3.67

-

-

-

-

-

-

Uzbekistan

1= to invest little in training and employee development, 7= to invest heavily to
attract, train, and retain employees.

Labour force participation rate, in percent
Kyrgyzstan

The labour force participation rate is the proportion
of the population ages 15-64 that is economically Azerbaijan
active: all people who supply labour for the Kazakhstan
production of goods and services during a specified Tajikistan
period. The labour force participation rate is
Uzbekistan

75

2008
69.9

2009
69.9

2010
69.9

2011
70.2

2012
70.5

2013
70.9

68.9

69.9

69.3

69.7

70.2

70.7

77.2

77.3

77.5

77.9

78.2

78.6

69.8

70.0

70.1

70.3

70.5

70.7

63.7

63.8

64.0

64.2

64.4

64.7

calculated with the number of persons in the labour The labour force participation rate is calculated by expressing the number of
force as a percentage of the working-age persons in the labour force as a percentage of the working-age population.
population. The labour force is the sum of the
number of persons employed and the number of
unemployed. The working-age population is the
population above a certain age, prescribed for the
measurement of economic characteristics.

4.3.

Social justice and social inclusion
Inequality and discrimination impede employment, limit people to poorly paid and
unsecure jobs, expose them to victimisation and abuse, and diminish their chances for career
advancement, trainings and personal development. Inequality and discrimination, in any of their
manifestations, negatively affect social cohesion and living standards in a way it excludes
individuals from the labour market. This is why countries strive to achieve a state where nondiscrimination and equality are the reality.
The ‘GINI coefficient108’ measures the extent to which the distribution of income (or, in
some cases, consumption expenditure) among individuals or households within an economy
deviates from a perfectly equal distribution. A value of 0 represents absolute equality, a value of
100 absolute inequality. According to them Kyrgyzstan’s score was 35.41 in 2010 and it decreased
to 33.4 in 2013, which means a slight improvement. In the same year, comparable figures are
available only for Kazakhstan (29) reflecting slightly more positive degrees of equality than
Kyrgyzstan.
The Extreme Poverty rate declined very rapidly from 34.0% in 2002 to 5.3% in 2010. In
2012 it made 2.91% and then falling to 2.8% in 2013 and then to only 1.2% in 2015. Therefore, the
extreme poverty rate in Kyrgyzstan has dropped by almost 4.5 times over five years, in the period
2010-2015. The number of people living below the poverty line has also decreased – from 33.7% in
2010 to 30.6% in 2015. Currently, poverty in Kyrgyzstan is determined by the monthly income of
$35.
According to the data from the Third Periodic Report on progress towards achieving the
Millennium Development Goals in Kyrgyzstan (2013), the majority of poor people in Kyrgyzstan
(nearly 70%) live in the rural areas. The incidence of poverty is higher in rural areas (51%) than in
urban areas (30%). The trend of rural and urban poverty broadly follows the dynamics of general
poverty: a decline in 2009 and increasing in 2010-2011, with the rates of extreme poverty in cities
lower than the general rate (by 30%). The differences in rural and urban poverty can be explained
by the fact that the cash income of the urban population exceeds rural incomes and in cities wage
income is 1.9 times higher. The volume of remittances has increased in the period 2009-2012,
which indicates that more families rely on income from labour migrants. The contribution to
household incomes from remittances enabled the alleviation of poverty as much as 8-10 percentage
points across the country during 2008-2011. The proportion of private remittances to the country’s
GDP was around 25% in 2009 and around 33% in 2012. Moreover, the child poverty rate is above
the national average and it represents a serious social concern. According to the findings of the
integrated sample survey of households in 2011 by The National Statistical Committee, 44.6% of
children under 17 years of age lived in poverty and 5.6% are classified as extremely poor. The
child poverty rate in rural areas was 47.6%, 8.9% higher than in urban areas.109
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http://databank.worldbank.org/data/home.aspx
UN Kyrgyzstan, 2013, The Kyrgyz Republic: Third report on progress towards achieving the Millennium
Development Goals, Source: file:///C:/Users/Admin/Downloads/Third%20MDG%20report_engl.pdf
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The UNDP Human Development Index (HDI)110 measures average achievement in three
basic dimensions of human development – a long and healthy life, knowledge and a decent
standard of living. Kyrgyzstan ranks on the HDI at 120 out of 188 countries in 2014, with HDI
value 0.655. According to this index, Kyrgyzstan is ranked as a country with medium human
development.
While the gender-related HDI for the Kyrgyz Republic is relatively high, income
disparities between genders are present. According to the latest available data, the ratio of female to
male salaries is 74.3%, even though women are more educated than men.
Employment is a critical link between economic growth and poverty reduction. The private
sector growth is a crucial prerequisite to job creation. Without private sector growth, it is not
possible to absorb the labour market entrants neither to offer a smooth transition to decent
employment. According to the data of the National Statistical Committee, the employment rate in
Kyrgyzstan in 2014 was 57.3%, the unemployment rate was 8%, while the activity rate was 62.4%.
On the other side, the data of the World Bank Indicators on Labour force structure111 show that the
labour force participation rate (people ages 15 and older) in this country was 80% for men and 56%
for women in 2014. The labour force growth for the period 2005-2014 was 1.9%.
Women are active in the informal sector, but their average earnings in the formal labour
market in 2010 were only 63.6% of men’s. The labour force participation rate for women is 52.3%,
compared to 76.6% for men.
Migrations of populations, especially those from the poorest regions in southern provinces,
have become a kind of phenomenon. According to the UNDP data, the total number of labour
migrants from Kyrgyzstan is estimated between 700 thousand to 1 million, with the majority of
them working in the Russian Federation. The amount of remittances from migrants in 2011 was
about $1.7 billion, around 30% of GDP.112
The ILO Report “Labour market transitions of young women and men in Eastern Europe
and Central Asia” (2015) presents the results of the School-to-work transition surveys (SWTS)
implemented in 2012-2013 in six countries, one of which is Kyrgyzstan. According to the report
for the observed period, Kyrgyzstan has less than half of workers in the wage and salaried category
(40.1%). Only 54.9% of young wage and salaried workers were employed on the basis of a written
contract, while the remaining half of paid workers was engaged under oral contracts. A majority of
young workers (71.3%) earned a monthly wage that was below the national average in the country.
The share of young workers in the informal sector in Kyrgyzstan is very high – at 79.5%. The
majority of youth (55.2%) are classified as being in vulnerable employment. There is a clear gender
gap regarding the key labour market indicators. The male labour force participation rate in this
country is 69.9% compared to 52.4% for young women.113
With regards to gender equality and the status of women in Kyrgyzstan the following
indicators are relevant. The Gender equality rating 114assesses the extent to which the country has
installed institutions and programmes to enforce laws and policies that promote equal access for
men and women in education, health, the economy, and protection under law (1=low to 6=high).
In the period 2006-2013 Kyrgyzstan has a stable and positive score of 4.5. The value of this
indicator in 2014 was 4.00 which is the same as in Tajikistan and Uzbekistan.
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United Nations Development Programme, Human Development Report 2015, http://hdr.undp.org/en
Source: The World Bank, World Development Indicators, Source: http://wdi.worldbank.org/table/2.2
112
Source: http://www.kg.undp.org/content/kyrgyzstan/en/home/countryinfo.html
113
Source: http://www.ilo.org/wcmsp5/groups/public/---ed_emp/documents/publication/wcms_357353.pdf
114
http://databank.worldbank.org/data/home.aspx
111
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Women are overrepresented in public education as well as health sector jobs. These jobs
provide relatively low salaries, but on the other side they allow some other benefits and very often
demand shorter working hours. The share of women in employment115 was 39.8% in 2013.
The Gender Inequality Index (GII)116 is a composite index measuring loss in achievements
in three dimensions of human development – reproductive health, empowerment and labour
market, due to inequality between genders (values range from 0 - perfect equality, to 1 - total
inequality). On this indicator Kyrgyzstan scored 0.34 in 2013. Nevertheless, given the value of 0.6
for Kyrgyzstan in 2008, the conclusion is that considerable improvements have been made.

Key Indicators
2005

2007

2008

2010

Kyrgyzstan

38.32

33.43

36.46

35.41

Azerbaijan

16.64

-

33.03

-

Kazakhstan

26.83

29.07

28.56

GINI coefficient

The GINI index measures the extent to which the
distribution of income (or, in some cases, consumption
expenditure) among individuals or households within an
economy deviates from a perfectly equal distribution. A
value of 0 represents absolute equality, a value of 100
absolute inequality.
Source: World Bank, Development Research Group. Data are based on
primary household survey data obtained from government statistical
agencies and World Bank country departments.117

29.59

Tajikistan

-

32.19

-

-

Uzbekistan

-

-

-

-

0=perfect equality, 100=perfect inequality.

Gender Inequality Index (GII)

2008

2011

2012

2013

The Gender Inequality Index is a composite index Kyrgyzstan
measuring loss in achievements in three dimensions of
Azerbaijan
human development – reproductive health, empowerment
Kazakhstan
and labour market, due to inequality between genders.

0.6

0.3

0.3

0.34

0.6

0.3

0.3

0.3

0.4

0.3

Source: UNDP Human Development Report.118

0.6

0.3

0.3

0.4

-

-

-

-

Tajikistan
Uzbekistan

0.6

0.4

Values range from 0 (perfect equality) to 1 (total inequality).

4.4.

Adequate social protection
Providing citizens with access to key services, such as quality health care, unemployment
benefits, maternity protection, and a basic pension, is a key to improving productivity. Protecting
workers’ health and safety at the workplace is also vital for sustainable enterprise development and
productivity gains.
The Third Report on Progress towards Achieving the Millennium Development Goals
(MDGs) in Kyrgyzstan,119 published in January 2014, emphasizes that Kyrgyzstan was for the first
time included in the 15 countries that are on track to achieve MDG 4 (reducing child mortality).
Also, in late 2012, this country launched the Millennium Acceleration Framework for MDG 5

115

www.ilo.org/ilostat
http://hdr.undp.org/en/data
117
World Bank World Development Indicators.
118
UNDP Human Development reports.
119
Third Report on Progress towards Achieving the Millennium Development Goals in Kyrgyzstan.
116
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(maternal health), which aims at identifying the main bottlenecks to achieve targets of MDG 5, as
well as develop an action plan to address these issues.
According to this MDGs Report, the infant mortality rate (under 1 year) decreased by 5.2%
in 2012. On the other side, this country has the highest rate of maternal mortality (50.3 per 100.00
live births) among the countries of East Europe and Central Asia.
The Public Expenditure on Health Indicator, as a percentage of GDP, consists of recurrent
and capital spending from government (central and local) budgets, external borrowings and grants
(including donations from international agencies and non-governmental organizations), and social
(or compulsory) health insurance funds.
Graph 72: Public expenditure on health

As seen in the graph above, the public expenditure on health120 and health care in
Kyrgyzstan are rather higher than in other compared countries in the whole observed period 20072013. In Kyrgyzstan, the highest share of GDP spent on health care was 4.20% in 2012, while in
2013 it was 3.94%. The expenditures in other countries in 2013 were: Uzbekistan (3.12%),
Kazakhstan (2.26%), Tajikistan (2.07%), and Azerbaijan (1.16%).
However, although the share of GDP spent on health care in Kyrgyzstan is relatively high
compared to the expenditures in the other four countries, one should take into account that the
expenditure per capita in this country is relatively low in absolute terms.
Coverage by the Health Care Indicator represents the percentage of total (public and
private) health care expenditure not financed by private household’s out of pocket payments (as a
proxy indicator).

120

http://databank.worldbank.org/data/home.aspx
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Graph 73: Coverage by health care

The latest available data on this indicator is from 2011. In Kyrgyzstan, the share of total
health care increased from 51.6% in 2008 to 65.6% in 2011. Kyrgyzstan’s score is the highest
among the analysed countries (Kazakhstan 58.5%, Uzbekistan 56.1%, and Azerbaijan 29.9%).
There is no data for Tajikistan.
In conclusion, it seems useful to recall the Asian Development Bank (ADB) publication
“The Kyrgyz Republic: Strategic assessment of the economy – Promoting inclusive growth” (2014)
which stated: Although the Kyrgyz Republic compares well with other developing countries on
some health outcomes, further progress in reducing infant, child, and maternal mortality is
especially needed for achieving the related Millennium Development Goals. While there are
challenges in improving health service quality and in maintaining health professionals in remote
areas, access to health services does not seem to be a binding constraint to inclusiveness.121

Key Indicators
Public expenditure on health (% of GDP)

Public expenditure on health as a percentage of
GDP– Public health expenditure consists of
recurrent and capital spending from government
(central and local) budgets, external borrowings
and grants (including donations from international
agencies and non-governmental organizations),
and social (or compulsory) health insurance
funds.

2008

2009

2010

2011

2012

2013

Kyrgyzstan

3.13

3.79

3.71

3.70

4.20

3.94

Azerbaijan

0.82

1.34

1.17

1.08

1.21

1.16

Kazakhstan

2.26

2.65

2.53

2.27

2.41

2.26

Tajikistan

1.37

1.48

1.59

1.71

1.88

2.07

Uzbekistan

2.53

2.62

2.75

2.86

3.13

3.12

% of GDP.

Source: World Health Organization (WHO) WHOSIS133 and
World Development Indicators CD-ROM and UNDP Human
Development Report.122

121

http://www.adb.org/sites/default/files/publication/151697/kyrgyz-republic-strategic-assessmenteconomy.pdf
122

World Health Organization WHOSIS133.
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Coverage by health care (% of total health care)

2006

2007

2008

2009

2010

2011

Percentage of total (public and private) health Kyrgyzstan
care expenditure not financed by private Azerbaijan
household’s out of pocket payments (as a proxy
Kazakhstan
indicator).

51.6

57.7

55.0

60.8

61.3

65.6

32.4

35.7

26.7

31.5

30.8

29.9

64.9

66.6

59.0

59.7

59.6

58.5

-

-

-

-

-

-

47.5

47.2

55.9

52.0

53.9

56.1

123

Source: World Health Organization (WHO) WHOSIS133

Tajikistan
Uzbekistan

Government expenditure, excluding military, as a % of GDP.

123

World Health Organization WHOSIS133.
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5.

Environmental elements
Indicators assessing environmental elements of an enabling environment for sustainable
enterprises*

* the values for the individual indicators have been harmonized for better presentation and formatted so that the further from the centre a
data point is, the better the country’s performance in that regard. The original indicator values are included in the chapters.

•

•

• Air pollution125 represents a major problem in the
cities. Water pollution is also a significant issue.
In agricultural areas, excessive irrigation and
unrestrained use of agricultural chemicals have
severely degraded soil quality.
• Kyrgyzstan has an outstanding potential for
using alternative energy sources. Hydro energy
plays a significant role in the energy sector of the
country accounting for over 90% of electricity
production. Besides water resources, Kyrgyzstan
also has a good potential of solar, wind and
geothermal resources.

The National Strategy for Sustainable
Development 2013-2017 and a Programme for
the Transition to Sustainable Development are
a good starting base for the realisation of a set
of measures that can help the overall processes
which, among other things, lead to the
reduction of poverty in the country, economic
growth and conservation of the environment.
In Kyrgyzstan124 significant progress has been
made in terms of developing the strategic
framework for environmental protection.
However, providing sufficient State funding for
environmental protection measures remains a
key challenge for this country.

124

UNECE, 2009, 2nd Environmental
Performance Review of Kyrgyzstan,
http://www.unece.org/fileadmin/DAM/env/epr/e
pr_studies/Synopsis/Kyrgyzstan%20synopsis%2
0english.pdf

125

Norges Naturvernforbund, Environmental
issues in Kyrgyzstan,
http://naturvernforbundet.no/international/enviro
nmental-issues-in-kyrgyzstan/category937.html
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5.1.

Responsible stewardship of the environment
Sustainable enterprise development is intertwined with responsible stewardship of the
environment and requires appropriate regulations, incentives and public procurement policies that
promote consumption and production patterns compatible with a country’s environmental
sustainability.
According to the Third Report on Progress towards achieving the Millennium
Development Goals (MDG), since 2005 all national strategic documents of Kyrgyzstan include the
environmental issues as one of the major development priorities. The National Sustainable
Development Strategy of the Kyrgyz Republic for 2013-2017 considers environmental protection
and promotion of ‘green’ technologies as a development priority. Moreover, in the Programme on
Transition to Sustainable Development of the Kyrgyz Republic until 2017, different areas of
environmental protection were analysed, reflecting ecological and climate change aspects as crosscutting issues.
The Environmental Performance Index (EPI) is constructed through the calculation and
aggregation of several indicators reflecting national-level environmental data. These indicators are
combined into nine issue categories, each of which fit under one of two overarching objectives.
The 2008 Environmental Performance Index (EPI) ranks 149 countries on 25 indicators tracked
across six established policy categories: Environmental Health, Air Pollution, Water Resources,
Biodiversity and Habitat, Productive Natural Resources, and Climate Change. The EPI identifies
broadly-accepted targets for environmental performance and measures how close each country
comes to these goals. It is measured from 0 to 100 where the higher a country’s ESI score, the
better positioned it is to maintain favourable environmental conditions into the future.
Graph 74: Environmental Performance Index (EPI)126

In 2014, according to the EPI indicator, Kyrgyzstan is at the bottom of the list of countries
taken in consideration for this report and performs better than Tajikistan only. The value of this

126
Source: Yale University's. Yale Center for Environmental Law and Policy (YCELP) and Columbia
University's Center for International Earth Science Information Network (CIESIN).
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indicator for Kyrgyzstan was 40.63 in 2014. In the period 2008-2014, the greatest value of this
indicator was recorded in 2012 (46.33).
CO2 Emissions (metric tons per capita), carbon dioxide (CO2) emissions are those
stemming from the burning of fossil fuels and the manufacture of cement. They include carbon
dioxide produced during consumption of solid, liquid, and gas fuels and gas flaring. The value of
CO2 emissions in Kyrgyzstan increased by 6.21% over the period from 2010 (1.13 metrics tones
per capita) to 2011 (1.2 metrics tons per capita). However, the available data for 2011 show that
Kyrgyzstan significantly lowered the emission of carbon dioxide compared to Kazakhstan (15.81),
as well as Azerbaijan (3.65) and Uzbekistan (3.91). Only Tajikistan performs better in this regard
(0.36).
The Ecological Footprint (global hectares per capita) measures the amount of biologically
productive land and sea area an individual, a region, all of humanity, or a human activity requires
to produce the resources it consumes and absorb the waste it generates, and compares this
measurement to how much land and sea area is available. According to available data, where lower
values indicate better performance, Kyrgyzstan had slightly improved from 1.28 in 2006 to 1.25 in
2007. Of the compared countries, data in 2007 recorded higher scores in Kazakhstan (4.54),
Azerbaijan (1.87) and Uzbekistan (1.74) and thus worse conditions than those in Kyrgyzstan.
Tajikistan performed the best of the countries compared in that year, reaching 1.00.
Graph 75: Forest area 127

Forest area is land under natural or planted stands of trees of at least 5 meters in situ,
whether productive or not, and excludes tree stands in agricultural production systems (for
example, in fruit plantations and agroforestry systems) and trees in urban parks and gardens. In
Kyrgyzstan, the value of this indicator was recording a constant increase year by year – from
4.71% in 2007 to 5.15% of the forest area in 2012. When we compare these to the other countries
data for 2012, we come to the percentage of the land under trees in this country higher than in
Kazakhstan (1.22%) and Tajikistan (2.93%), but lower than Azerbaijan (11.32%) and Uzbekistan
(7.68%).

127

Source: Food and Agriculture Organization, electronic files and web site.
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According to the Third MDG Progress Report for Kyrgyzstan, the current share of forested
areas in Kyrgyzstan is 5.61%, close to the target of 6%. However, the achievement of the target
will only be possible if the Government assures sustainable forest management of the existing
forested areas.
Forests are recognized as the national wealth of the Kyrgyzstan, which implies that their
role in the development of the economy and improvement of the environment is very important.
The forests area is protected according to the Forest Code of Kyrgyzstan. All forests and pastures
in this country are state-owned.
State forest land has not been distributed to private individuals, and officially remains the
property and responsibility of the State. Forests in the Kyrgyz Republic form a unified State Forest
Fund, which comprises both forested areas and lands which are not covered with forests but
intended for forestry purposes. The main negative factors affecting ecological and resource
potential of forests in the Kyrgyz Republic are fires, illegal felling, pests and diseases. In some
areas of the flood-plain forests where human settlements are located close to the forest, the forests
are under high pressure because of illegal cutting of firewood. Firewood is the main product while
other products collected for self-consumption and for sale include berries, mushrooms and
medicinal plants. Also, in more open areas the land is intensively used for both legal and illegal
grazing.128
The fundamentals of the state policy on development of the forest ecosystems are defined
in the Concept of Forestry Development until 2025 and the National Forestry Programme until
2015. Also, for the State Agency of Environmental Protection and Forestry, the long-term objective
represents to increase the forest cover up to 6% by 2025-2030.
Apart from the land, the second significant natural resources in Kyrgyzstan are water
resources. Moreover, the water resources are completely formed within the area of the country
which is a significant hydrological advantage that differentiates Kyrgyzstan from other countries in
Central Asia. The water resources of Kyrgyzstan are concentrated in glaciers, lakes, rivers and
underground reservoirs. There are 1,932 lakes and more than 3,000 rivers. On the other side, the
total glacier volume estimated in 2000 was at 417.5 km3. Still, one should bear in mind the fact
that poor water consumption management (lack of knowledge and skills in water management)
leads to losses that can endanger the sustainability of this resource in the long run.
If Kyrgyzstan is to preserve, further develop and successfully manage its natural resources
in the coming period, special attention should be given to the improvement of partnerships and
active dialogue between the public, private and civil sector – and on the long-term basis.

128
Asian Development Bank (2014), The Kyrgyz Republic: Strategic assessment of the economy-Promoting
inclusive growth, http://www.adb.org/sites/default/files/publication/151697/kyrgyz-republic-strategicassessment-economy.pdf
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Key Indicators
Environmental Performance Index (EPI)

The 2014 Environmental Performance Index (EPI) is
constructed through the calculation and aggregation
of
20
indicators
reflecting
national-level
environmental data. These indicators are combined
into nine issue categories, each of which fit under one
of two overarching objectives. The 2008
Environmental Performance Index (EPI) ranks 149
countries on 25 indicators tracked across six
established policy categories: Environmental Health,
Air Pollution, Water Resources, Biodiversity and
Habitat, Productive Natural Resources, and Climate
Change.
The EPI identifies broadly-accepted targets for
environmental performance and measures how close
each country comes to these goals.

2008

2010

2011

2012

2014

40.41

40.44

40.55

40.58

46.33

40.63

Azerbaijan

55.70

55.57

55.67

55.38

43.11

55.47

Kazakhstan

52.13

50.73

50.93

50.98

32.94

51.07

Tajikistan

30.96

31.11

31.27

31.42

38.78

31.34

Uzbekistan

43.57

43.57

43.72

43.48

32.24

43.23

Performance score from 0 to 100. The higher a country’s ESI score, the better
positioned it is to maintain favourable environmental conditions into the future.

CO2 emissions (metric tons per capita)

Carbon dioxide emissions are those stemming from
the burning of fossil fuels and the manufacture of
cement. They include carbon dioxide produced
during consumption of solid, liquid, and gas fuels and
gas flaring.

2009

Kyrgyzstan

2006

2007

2008

2009

2010

2011

Kyrgyzstan

0.99

1.12

1.07

1.18

1.13

1.20

Azerbaijan

4.62

3.56

4.05

3.57

3.39

3.65

Kazakhstan

12.58

14.22

14.66

13.31

15.15

15.81

Tajikistan

0.38

0.46

0.41

0.38

0.37

0.36

Uzbekistan

4.44

4.39

4.43

3.91

3.69

3.91

Metric tons of CO2 emitted per capita

Forest area (% of land area)

Forest area is land under natural or planted stands of
trees of at least 5 meters in situ, whether productive
or not, and excludes tree stands in agricultural
production systems (for example, in fruit plantations
and agroforestry systems) and trees in urban parks
and gardens.

2007

2008

2009

2010

2011

2012

Kyrgyzstan

4.71

4.80

4.88

4.97

5.06

5.15

Azerbaijan

11.33

11.33

11.33

11.32

11.32

11.32

Kazakhstan

1.23

1.23

1.23

1.23

1.22

1.22

Tajikistan

2.93

2.93

2.93

2.93

2.93

2.93

Uzbekistan

7.73

7.72

7.71

7.70

7.69

7.68

In percentage of land area
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6.

Assessment results and ways forward
In its aim to support employment through entrepreneurship, the ILO has identified factors in
the business environment that influence the success and sustainability of new or existing enterprises.
For this purpose, the ILO created Enabling Environment for Sustainable Enterprises (EESE), its own
assessment tool, which represents “methodology developed to assess, advocate and reform the
environment in which enterprises start up and grow”. This tool has been created in close
coordination between ACT/EMP and the Enterprise department of the ILO. The tool has been
implemented in over 30 countries and currently ILO Moscow coordinates and conducts work (with
the support of ILO Europe and Enterprise department) of EESE implementation in several countries
of Central Asia and Caucasus.
In 2015 and 2016, in the context of deep analysis of the business environment in Kyrgyzstan,
with the support of external experts and a professional Research Company, the National
Confederation of Employers of the Kyrgyz Republic (NCEK) implemented the survey using the
EESE methodology. This methodology is implemented in a way that firstly NCEK as well as the
Business Association JIA organized 6 focus group meetings in order to choose the most important
pillars for the deeper analyses through the survey (direct interviews with 300 companies).
By realizing six focus groups and the survey, various data about the business environment in
the country were collected. Based on that and according to the EESE methodology, the main pillars
to be improved in Kyrgyzstan are:
•
•
•
•
•
•
•

good governance and some issues pertaining to political stability
sound and stable macroeconomic policy and good management of the economy
trade and sustainable economic integration
rule of law and secure property rights
access to financial services
enabling legal and regulatory environment
education, training and lifelong learning.

The collected data have shown the improvements of the business environment in Kyrgyzstan
over the past years. Still, according to reports and based on responses received from companies there
is ample room for further improvement in various fields contributing to a better business climate.
The following table provides the list of main problems under each pillar and concrete
improvement measures in the coming period:
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CONDITION FOR
ACTION

DESIRED RESULTS

CONCRETE MEASURES

Good governance

Good, effective and
transparent public
administration; reduced
level of corruption

- Improve the efficiency of public administration through good
management, better organization and higher level of
responsibility;
- Improve the system of control and ensure regular
(independent) reporting on the efficiency of public
administration;
- Strengthen institutional capacities for tackling bribery and
corruption;
- Intensify the promotion of the anti-corruption measures;
- Inform the public on corruption affairs and persons involved;
- Improve the transparency of the public procurement process
at all stages;
- Improve control and monitoring over the public resources
spent by the state and local authorities;
- Improve the work of inspectors and create working practise
to be equal for all;
- Raise awareness of government administration on the
importance of necessary help and support to SMEs;
- Improve the usage of e-services especially for the private
sector.

Sound and stable
macroeconomic policy
and good management
of economy

Stable and predictable
business ambient;
Sustainable economic
growth

- Improve policies and regulation (along with prior creation of
new or improvement of the existing regulation) in a way they
provide stable and predictable economic conditions and
stimulate long-term productivity;
- Include to a larger extent social partners (EO’s and trade
unions) into the creation of strategic documents, legal and
subordinate acts with an aim to establish a consistent and
coherent legal system that enables productivity and
employment growths;
- Ensure laws are adequately interpreted and implemented by
the public administration;
-Simplify complicated and expensive administrative
procedures and eliminate manifestations of bureaucratic
arbitrariness;
- Improve the transparency in fiscal policy and stability of
public finances;
- Improve the efficiency in government spending;
- Keep on with the activities aimed at ensuring stable and low
inflation;
- Improve policies aimed at rising living standards and a fall in
relative poverty;
- Enhance the efficiency and transparency of judicial
authorities.

Trade and sustainable
economic integration

Improved process of
standardisation and
certification;
Accelerated process of
getting the necessary
documents for export and
import

- Reduce the time to export/import in Kyrgyzstan also
reducing the number of documents necessary for
export/import;
- Improve the promotion of electronic systems for submission
of documents;
- Improve the quality and efficiency of work of customs
administration;
- Strengthen the financial support to production, trade and
export companies through the creation of favourable credit
lines and available grants;
- Improve the existing infrastructure for better and simpler
transport of goods;
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- Provide infrastructure that will enable fast flow of adequate
information for companies on market trends and possibilities.
Rule of law and secure
property rights

Strong and independent
- Strengthen institutional capacities for a transparent,
institutions; Effective legal accountable, democratic and pluralistic process for enacting
system
laws;
- Improve the existing legal system that would ensure that
contracts are honoured, the rule of law is respected and
property rights are secure
- Improve the existing infrastructure that would ensure legal
certainty;
- Improve the existing infrastructure for policy implementation
that will prohibit the arbitrariness of the executive powers;
- Strengthen capacities for independent and impartial courts
and effective judicial review – including respect for
fundamental rights;
- Ensure equality for all.

Access to financial
services

Favourable loans for
SMEs with reduced
collateral

Enabling 3l and
regulatory
environment

Reduced costs of doing
business; Acceleration and
simplification of
procedures; Higher level
of legal security and
predictability both for
citizens and companies;

- Develop institutional mechanisms of the social partnership
system through the enhanced activity of tripartite
commissions and the promotion of collective bargaining at all
levels;
- Continue with labour legislation reforms;
- Improve the work of regulatory bodies and decrease the
number of overlapping bodies;
- Improve the work of inspection and make environment the
same for all participants;
- Strengthen tax administration capacities and improve their
efficiency;
- Reduce the costs of tax burden.

Education, training
and lifelong learning

Education system matches
the needs of businesses;
Increased importance of
HRD; Promotion of VET

-Improve the overall communication between education and
business;
-Advocate for a more active participation of employers in
education planning and curricula design as well as in
education delivery through apprenticeships and/or other forms
of practical training;
-Ensure VET is given more attention by the Government
through the appointment of a specialised agency to be in
charge of administering this segment of secondary and postsecondary education;
- Promote and enhance university-business links in the area of
research and innovation;
- Invest in adequate and efficient methodologies for skills
forecasting;
- Incorporate business skills component in schools curricula
to equip students with entrepreneurial skills;
- Develop NQF balancing between the theoretical and
practical content in modularized education programmes.

- Create a stimulating credit policy in terms of better loaning
conditions;
- Improve financial products so that they are available to all
companies in each stage of their evolution, and regardless
whether they are based in urban or rural areas;
- Increase access to long term capital so that SMEs can
compete
- Create credit lines with a better interest rate and less
demanding collateral;
- Create special credit lines that comply with individual SME
needs (e.g. export or production oriented companies, women
owned companies…).
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