
Country Partnership Strategy: Kyrgyz Republic, 2013–2017 

THEMATIC ASSESSMENT (SUMMARY): REGIONAL COOPERATION AND INTEGRATION 
 

 
A. Kyrgyz Republic in the Central Asia Region 
 
1. The Kyrgyz Republic is the second least populated1 country among the Central Asia 
Regional Economic Cooperation (CAREC) countries.2 At the center of the CAREC region, the 
Kyrgyz Republic is a mountainous country, bordering the People’s Republic of China (PRC) in 
the east, Kazakhstan in the north, Uzbekistan in the west, and Tajikistan in the south. The Kyrgyz 
Republic’s landlocked location, limited air and railway connections, poor inland transportation, 
mountainous geography and harsh winter climate create challenging circumstances for both 
domestic and international trade. Nonetheless, the country has been serving as a major transit 
route for trade between PRC, and Central Asia and Russia, and has potential as a transit route 
for goods moving between Asia and Europe. 
 
2. The main aims of the Medium-Term Development Program (MTDP) of the Kyrgyz 
Republic for 2012–2014 are to achieve economic growth by improving national competitiveness, 
production diversification, job creation, good governance, and strengthened economic 
integration with the rest of the world. The MTDP also aims to expand local and regional markets 
for Kyrgyz goods and services through investment in infrastructure projects, creation of 
“economic districts and growth points” across the country, and removal of trade barriers, in order 
to improve the country’s potentials to benefit from transit trade.  
 
3. The Kyrgyz Republic is one of the most open economies and in the world and was the 
first former Soviet Union country to join the World Trade Organization (WTO), in 1998. The 
Kyrgyz Republic’s WTO membership has contributed to a rapid expansion in trade with the PRC, 
and helped the country to establish itself as a key link in regional trade, with goods transiting, 
largely from PRC, to other Central Asian countries. Most of this trade is mediated by the large 
markets at Dordoi, near Bishkek, and Karasuu, near Osh. Overall, trade has increased 
dramatically over the past decade. Exports of goods and services rose from 37% of GDP in 2001 
to 55% in 2011 while imports rose from 38% to 96%. As much of the transit trade takes place 
informally, these figures may even underestimate the large importance of trade to the Kyrgyz 
Republic’s economy and to employment.3  

 
4. According to government data, the main export destinations in 2011 were Switzerland, 
Kazakhstan, the Russian Federation, the United Arab Emirates (UAE) and Uzbekistan. Gold is 
the largest export item by value, destined mainly for Switzerland and the UAE. The Russian 
Federation, PRC, Kazakhstan, the USA and Japan were the largest sources of imports in 2011. 
The CAREC countries are important markets both for exports and imports, although their share 
has fallen slightly over the past decade. The share of CAREC countries in Kyrgyz exports was 
around 22% in 2011, a slight decline from 25%, while the share in imports was 34%, down from 
44% in 2001.4 While the PRC provided 10% of imports in 2001, it had risen dramatically to over 
22% of total imports by 2011. 
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 United Nations Population Fund. 2011. State of the World Population 2011.  
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 The 10 CAREC member countries are Afghanistan, Azerbaijan, People’s Republic of China, Kazakhstan, Kyrgyz  
Republic, Mongolia, Pakistan, Tajikistan, Turkmenistan, and Uzbekistan.  
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 For example, Roman Mogilevskii, Trends and Patterns in Foreign Trade of Central Asian Countries (Working Paper 
No.1), Institute of Public Policy and Administration, University of Central Asia, May 2012, p. 45. estimated the value of 

the Kyrgyz Republic’s informal trade to be as high as 16.5% of the GDP in 2010. 
4
 Figures are computed for all current CAREC member countries, regardless of the year in which they joined. 
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5. In October 2011, President Atambayev announced the country’s intention to join the 
Customs Union of Belarus, Kazakhstan, and the Russian Federation. Negotiations are ongoing, 
but the formation of the Customs Union is already affecting exports to and transit trade with 
Kazakhstan and the Russian Federation.  
 
B. The CAREC Program 
 
6. In 2001, the CAREC Program was initiated to achieve development through cooperation 
leading to accelerated economic growth and shared prosperity among the ten member countries 
with the support of six multilateral institution (MI) partners.5 It has evolved from an initial 
consultative and project-based institutional framework to a sector–strategy and results-oriented 
approach in the four priority sectors of transport, trade facilitation, trade policy, and energy.   
 
7. With the objectives of expanding trade through improved connectivity and openness, 
facilitating cross-border movements of goods and people, and enhancing energy cooperation, 
CAREC-related investments amounting to $21.3 billion were approved and funded by member 
governments and CAREC’s MIs in 2001–2012. Of this, ADB financed almost $7.5 billion, 
governments invested around $4.3 billion, and the remaining five MI partners collectively 
contributed $8.5 billion. $909 million was sourced through other co-financiers. In 2012, ADB 
approved over $1.4 billion in CAREC-related investments. CAREC MIs and countries further 
provided $170 million worth of technical assistance in CAREC priority areas in 2001-2012. 
Between 2007 and 2012, around $13.5 billion was committed through ADB’s multi-tranche 
financing facility (MFF) in the CAREC transport and energy sectors. By sector, transport has 
received the most investments totaling over $17.3 billion, followed by the energy sector with a 
little over $3.7 billion. Transport and trade facilitation investments focus on the six identified 
CAREC Corridors.6 
 
8. A new 10-year strategic framework for CAREC (CAREC 2020) was endorsed at the 10th 
Ministerial Conference in Baku, Azerbaijan in November 2011. CAREC 2020’s strategic 
objectives are expanded trade and improved competitiveness. Its operational priorities include 
the four priority sectors, economic corridor development, the CAREC Institute, and selected 
second-tier areas (e.g. climate change and communicable disease control). The 11th Ministerial 
Conference in Wuhan, PRC, in October–November 2012 was convened under the theme of 
Implementing CAREC 2020: Vision and Action. It adopted the Wuhan Action Plan, which 
contains: Sector Operational Priorities, CAREC Institute Work Plan 2013–2017, and Transport 
Facilitation Action Plan.  
 
9. CAREC 2020 highlights the move towards increased country ownership and greater 
alignment of national development plans with regional priorities, underpinned by effective 
resource mobilization. The second decade is envisaged to be results-driven with a clear timeline 
and pipeline of projects. The Wuhan Action Plan identified a total of 68 medium-term priority 
investment projects in transport, amounting to $23 billion, and 7 trade facilitation projects worth 
almost $1 billion. 
 
10. ADB’s indicative pipeline of loans, grants and technical assistance projects for 2013–
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 The six CAREC Multilateral Institution (MI) partners are: Asian Development Bank, European Bank for 
Reconstruction and Development, Islamic Development Bank, International Monetary Fund, United Nations 
Development Programme, and the World Bank.  

6
 The six CAREC Corridors are: CAREC 1: Europe–East Asia; CAREC 2: Mediterranean–East Asia; CAREC 3: 

Russian Federation–Middle East-South Asia; CAREC 4: Russian Federation–East Asia; CAREC 5: East Asia –
Middle East and South Asia, and CAREC 6: Europe – Middle East and South Asia.  
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2015 to support CAREC 2020 includes: (i) key infrastructure projects in transport and energy 
along the economic corridors, including road, rail and transmission lines; (ii) assistance in 
preparing and implementing transport and trade facilitation projects; and (iii) support for the 
facilitation of the CAREC cross-border transport agreement and the operations of the CAREC 
Institute.  
 
C. Kyrgyz Republic in the CAREC Program 
 
11. Since 2001, about $614 million has been invested in a total of 20 CAREC-related projects 
in the transport, energy, and trade facilitation sectors in the Kyrgyz Republic. Of this amount, 
about $369 million was supported by ADB and $144 million was supported by CAREC MI 
partners. Given the landlocked location and limited inland transport infrastructure in the country, 
about $457 million of total investments focused on rehabilitation and construction of road 
networks. $24 million has been invested in customs modernization and trade facilitation 
measures. Over $133 million was invested in energy rehabilitation initiatives.7 
 
12. The Kyrgyz Republic’s membership in the CAREC Program since its inception in 2001 
complements the country’s MTDP, which highlights regional cooperation and production 
diversification as contributors to economic growth. The MTDP outlines 40 national projects to 
develop strategic sectors (e.g. transport, mining, agriculture, energy). In addition to these 
investments in physical infrastructure, the MTDP gives equal importance to improving 
governance for trade through legal reforms in taxation, to reducing trade barriers in terms of 
customs controls and to harmonizing external trade procedures.  
 
13. In its second decade, CAREC, as highlighted in the 10-year strategy of CAREC 2020, 
aims to improve industrial competitiveness through transport connectivity, development of 
economic corridors, and energy sector cooperation. In the Kyrgyz Republic investments in 
energy and transport infrastructure will increase mobility across the country and will expand 
energy production and distribution. CAREC transport and trade facilitation projects are expected 
to support the government’s goal of developing external trade activities.  
 
14. The CAREC Transport and Trade Facilitation (TTF) Strategy, endorsed in 2007, outlines 
a detailed plan on how the region could achieve accelerated economic growth and efficient 
movement of people and goods by upgrading key transport corridors across the CAREC region 
and simplifying and harmonizing the regulations that govern cross-border trade. Out of six 
identified CAREC transport corridors, four involve the Kyrgyz Republic. Corridor 1 links East Asia 
with Europe by road and rail from Hami in the PRC to Troitsk in the Russian Federation. Corridor 
2 links East Asia to the Mediterranean from Georgia all the way to the PRC. The Russian 
Federation is linked to Afghanistan and Iran along Corridor 3. Corridor 5 connects East Asia with 
the Middle East and South Asia from the PRC to Pakistan via the Kyrgyz Republic, Tajikistan and 
Afghanistan.  

 
15. CAREC 2020 envisages the development of economic corridors as a strategic approach 
to promoting trade expansion and improving competitiveness. An economic corridor may be 
defined as a developed transport corridor which enables the formation of integrated regional 
value chains along the corridor and facilitates their access to global value chains. From this 
perspective, CAREC Corridors running through the Kyrgyz Republic are still at an early stage in 
the process of development into economic corridors. While the Kyrgyz Republic has made 
remarkable progress in improving road infrastructure and efforts on trade facilitation are moving 
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in the right direction, development of export activities in “nodes” along the corridors remains 
limited. For example, a trade flow analysis indicates that Corridor 5 plays a relatively small role in 
Kyrgyz exports, although it does play an important role as route for imports and transit goods 
from the PRC. 

 
16. The Kyrgyz Republic can continue to capitalize on its geographical advantage as a transit 
country by developing transport, logistics and other services. In response to this, some plans for 
logistics center development have been considered by the government and the private sector. 
The development of these facilities could provide a basis for development of export industry. 
Initiatives to promote trade in services, specifically tourism, should also be considered. There are 
several tourist areas with high potential located along CAREC Corridors, and tourism has 
responded positively to the recent introduction by the Kyrgyz Republic of visa-free entry for a 
number of countries, though facilities are currently at a low level of development 
 
17. The CAREC TTF Strategy also emphasizes the need to harmonize and simplify 
cross-border transport procedures, removing nonphysical barriers to efficient movement of 
goods and people. In line with this objective, the CAREC Cross-Border Transport Agreement 
(CBTA) between the Kyrgyz Republic and Tajikistan was signed in December 2010, covering 
sections of CAREC Corridor 5 in these countries.8 Afghanistan expressed its intention to 
become a contracting party to the Agreement, and signed, together with Tajikistan, a protocol to 
formalize its accession in November 2011. The Kyrgyz Republic has obtained no objections to 
this protocol from the concerned parliamentary committees in April 2013 and is preparing for 
signing the protocol.  

 
18. The CBTA’s implementation could support the objectives of the Kyrgyz Republic’s MTDP, 
by promoting trade expansion through reduced turn-around time of goods and enhanced 
capacity of customs officials to enforce trade regulatory regimes. The CBTA will be particularly 
advantageous for the Kyrgyz Republic if the membership expands beyond the initial two 
contracting states. With roads and railways construction ongoing, the CBTA supports the soft 
infrastructure needed to increase the country’s transit capacity through ease of access of goods 
and people across borders. Given the Kyrgyz Republic’s porous borders with the PRC and 
Afghanistan, capacity building initiatives for rigorous, yet efficient border controls under the 
CBTA framework would be beneficial. The CBTA also has provisions to support the 
government’s anti-corruption and good governance efforts.   

 
19. The CAREC Program held two roundtable seminars on corridor-based transport 
facilitation arrangements (June 2011 and July 2012), which concluded with recommendations to: 
(i) identify key nonphysical barriers along priority CAREC corridors, (ii) formulate feasible 
approaches for addressing them, and (iii) prepare for adopting these agreed approaches. In 
August 2012, ADB approved a new Technical Assistance Project to assist implementation of 
these recommendations under the CAREC Program.9      
 
20. Improved infrastructure and customs control at Border Crossing Points is especially 
important for the Kyrgyz Republic as it serves as a transit country for goods being transported 
between the PRC, the Russian Federation, Europe, and South Asia. A Regional Improvement of 
Border Services project10 will fund investments in border crossing point facilities at Karamyk 
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Regional Economic Cooperation (CAREC), December 2010.  
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  ADB. 2012. Facilitating Cross-Border Transport in the Central Asia Regional Economic Cooperation Region, 
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 ADB. 2013. Regional Improvement of Border Services Project. Manila. (Loan 2995-KGZ and Grant 0340-KGZ). 
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(CAREC Corridors 3 and 5); within the first 18 months of project implementation, the Kyrgyz 
Republic and Tajikistan will design and pilot Joint Customs Control procedures at Karamyk. The 
majority of these transit goods come from the PRC and are traded in the informal market, with 
some value-added in the Kyrgyz Republic.11 Increased cross-border trade and transit activity 
heightens the need to modernize sanitary and phytosanitary (SPS) measures that ensure food 
safety for consumers and prevent the spread of pests or disease among animals and plants. 
SPS reform and modernization forms part of the ongoing CAREC Program trade facilitation 
agenda that includes the Kyrgyz Republic and neighboring countries, given that such quality 
control measures could potentially facilitate trade of agriculture produce, meat and dairy products 
in the region. A 2013 ADB report, based in part on consultations with the Kyrgyz Republic SPS 
officials, presents an SPS development plan for CAREC countries. 12  Regional technical 
assistance will support the development of this plan; a regional project has been proposed to 
support elements of plan implementation in 2014.13 
 
21. As of November 2012, seven transport projects amounting to $819 million, one customs 
modernization project worth about $5 million in the Kyrgyz Republic, and one trade logistics 
project (amount to be confirmed) are in the CAREC medium-term priority investment projects list. 
Contributing to both inland transport and international connectivity, the proposed CAREC 
transport projects include a combination of construction and rehabilitation of rail, road and 
aviation infrastructure such as the Osh Airport, the Osh–Bishkek Road, and the northern bypass 
road between Bishkek and Kara Balta. Additionally, a new initiative is planned to address the 
risks related to spread of communicable diseases with increased road transport and cross border 
trade.14 Once launched, the proposed project will be implemented in the CAREC region on a 
selected pilot basis, in close coordination with the World Health Organization.  
 
22. The CAREC Energy Sector Coordinating Committee (ESCC) completed the three-year 
Energy Action Plan (2010–2012) and adopted a new framework, Energy Work Plan (2013–2015) 
in September 2012 in Bangkok, Thailand. As part of the Energy Action Plan, a diagnostic study 
on the power sector of Kyrgyz Republic, Kazakhstan, Tajikistan and Uzbekistan was completed 
in October 2010. The study identified significant potential for and benefits from increased 
inter-regional trade, based on which a Regional Power Master Plan (RPMP) for these Central 
Asian countries was prepared. The finalized RPMP was published in October 2012, covering the 
electric power systems of the four Central Asian countries and Afghanistan. The projects 
identified under the RPMP will increase energy security, energy efficiency and trade by 
optimizing integrated transmission and generation expansion between the five countries. Based 
on these studies and other sources, CAREC ESCC will focus in 2013 on identifying priority 
investment projects for the CAREC region, including cross-border transmission interconnection 
projects, rehabilitation of sub-stations and hydropower plants, construction of new hydropower 
and thermal power plants, and energy efficiency investments. 
 
23. The Kyrgyz Republic’s policy to enhance its ties with the neighboring countries in 
transport, energy and trade signifies national ownership of regional cooperation agenda as an 
important means to achieve national development. 
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  ADB. 2013. Modernizing SPS Measures to Facilitate Trade in Agricultural and Food Products: Report on the 
Development of a Sanitary and Phytosanitary Plan for the CAREC Countries. Manila. 
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  ADB’s Strategy and Policy Department has made available $50 million in cofinancing for this project from the Asian 
Development Fund’s subregional allocation. Accessing these funds will require a corresponding allocation of 
Performance-Based Allocation resources by the Kyrgyz Republic country programming team. 
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