
Investment Climate Improvement Program (Subprogram 2) 
(RRP KGZ 41544) 

 
RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

 

Risks 

Assessment 
without 

Mitigation Management Plan or Measures 

Assessment 
with 

Mitigation 
Public Financial 
Management 

    

Low predictability of 
revenues impacting 
budget execution 

High The government has been making substantial 
efforts with the support of various external 
funding agencies to introduce management 
information systems, automate tax and custom 
operations, modernize treasury operations, and 
decentralize financial management functions to 
local governments. The enhanced political and 
economic stability in the country will also 
contribute to improve budget execution. 
 

Medium 

Procurement 
implementation 
frequently 
nontransparent 
 

High The government is establishing a centralized 
public procurement database in the Ministry of 
Finance to strengthen procurement 
implementation. Most line ministries are already 
contributing. Further, the government is 
implementing an action program that foresees 
public procurement through online interfaces 
only (e-procurement). This should help to 
increase transparency and limit the scope for 
discretionary decision making. ADB provided 
support to develop an e-procurement strategy 
and implementation plan, and implementing an 
e-procurement portal.  
 

Medium 

Others    
Domestic political 
instability negatively 
affects business 
climate, reduces 
investment and 
growth, and 
increases 
unemployment  

Medium A new President was elected in November 2011 
by a large majority of the Kyrgyz electorate and a 
new coalition government was established in 
December 2011. This is broadly seen as the 
end-point of a period of political instability that 
started with the ouster of President Bakiev in 
April 2010. Subprogram 2 includes reforms that 
enjoy broad support in the population and the 
administration, and can therefore be 
implemented and sustained even in periods of 
political instability.     
 

Low 

Economic crisis in 
neighboring 
countries reduces 
Kyrgyz Republic’s 
exports and inflow of 
remittances  

High The government has embarked on an 
adjustment program supported by the 
International Monetary Fund to rebuild its 
resilience to economic shocks through fiscal and 
banking sector reforms. Reforms supported 
under subprogram 2 should help to diversify 
Kyrgyz Republic’s economy, and thereby make it 
more resilient to external shocks. 
 

Medium 



2  
   

 
 

Risks 

Assessment 
without 

Mitigation Management Plan or Measures 

Assessment 
with 

Mitigation 
Persistent 
perception of weak 
government and 
high expropriation 
risk caused by 
insufficient 
government efforts 
to fight high-level 
corruption  

High The high perception of expropriation risk mainly 
results from experience during the last 2 years of 
the Bakiev regime and after his ouster. With the 
ongoing political stabilization, the perception of 
expropriation risk should subside.  
 
The government has been implementing an 
action program that should help to change the 
incidence and perception of corruption and 
expropriation risk. The program foresees, among 
others (i) the reduction of controlling agencies; 
(ii) a reform of the financial police; (iii) a safe city 
program, traffic police reforms, and creation of a 
video surveillance center; (iv) the possibility for 
citizens of filing reports in any part of the Ministry 
of Interior; (v) the reduction of licenses and 
permissions; and (vi) a ban on inspections in 
2012.  
 
The reforms supported by subprogram 2 should 
directly contribute to changing perceptions by 
reducing the cost of regulatory compliance and 
the scope for corruption. 
 

Medium 

Capacity built for 
implementation of 
reforms eroded by 
high staff turnover in 
implementing 
agencies 

High The complexity of subprogram 2 has been 
reduced. Implementing capacity has been built 
with support under various ADB projects.1

Medium 

 
Capacity building will be sustained under the TA 
attached to subprogram 2 to support the 
implementation of subprogram 3. 

    
Overall High  Medium 
ADB = Asian Development Bank, TA = technical assistance. 
Source: Asian Development Bank 
 
 

                                                
1 This includes (i) the Regional Customs Modernization and Infrastructure Development Project (Loan 
2113-KGZ, approved November 2004, $7.5 million), which supported the development of an automated 
customs information system; (ii) the Vocational Education and Skills Development Project (Grant 0074-
KGZ, approved January 2007,  $10 million), which supported vocational education reforms; (iii) the Tax 
Administration Reform and Modernization Project (Grant 0077-KGZ, approved November 2007, $10 
million), which supported the establishment of one-stop shops for tax-payers and electronic filing of tax 
returns; (iv) Promoting Gender Inclusive Growth in Central and West Asia (TA 7563-REG, approved July 
2010, $3.2 million), which build capacity of civil society organizations (50% women) to engage in dialogue 
on business climate and employment-creation; and (v) Enabling Identification of PPP Projects and 
Capacity Building (TA 7819-KGZ, approved June 2011, $225,000), which developed a policy framework 
for public–private partnerships (PPPs) and a screening mechanism for PPP projects. 




