
Promoting Economic Diversification Program (Subprogram 2) (RRP KGZ 52225-003) 

 

 

 
INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission. 

COMPARISON OF ORIGINAL AND MODIFIED REFORMS UNDER SUBPROGRAM 2 
 
1. At fact finding for the Promoting Economic Diversification Program (PEDP) in April 2019, 
the government agreed to accomplish 30 prior actions (policy triggers) as the basis for 
subprogram 2 and that all actions would be completed by July 2021.  
 
2. The restructure of the PEDP in October 2020 and the shortened implementation timeframe 
(September 2019–March 2021) meant that some policy actions had to be modified. Of this 
number, 10 reforms were completed, 14 reforms were pushed back to subprogram 3, 3 reforms 
were dropped having been identified as too process-oriented and 3 were included in the post-
program engagement framework as not much progress had been made due to either the 
complexity of the reform in question or the reduction in budget resources available to fund their 
implementation.  

 
3. The modified policy matrix for subprogram 2 from August 2019 to March 2021 now 
comprises 15 prior actions to better reflect government’s commitment to economic diversification 
and the restructure of the program to add another subprogram (subprogram 3) and reform area 
(fiscal and social protection resilience improved to enable post-COVID-19 stabilization and 
recovery). Of this number, 6 reforms were from the original subprogram 2 policy matrix and 9 are 
new actions, that is, introduced as part of the emerging focus on agriculture, food security, fiscal 
management and social protection. All prior actions have been completed.  
 
4. Of the 7 “original” completed reforms (please refer to Table 1, following):  
 

(i) Som14 billion “Financing of Business Entities Program” to extend a credit line to 
small and medium-sized enterprises (SMEs), and ensuring that 30% of 
beneficiaries must be women-owned SMEs or SMEs with a workforce that is 
predominantly women, is a substantial strengthening over the original action (refer 
1 [iii]) which required that special measures to ensure women entrepreneurs were 
supported; 

(ii) strengthening of regulatory governance and targeting framework for SME lending 
(through the requirement to collect baseline data on women-owned SMEs or SMEs 
with a workforce that is predominantly women and for the OJSC Guarantee Fund 
to ensure that 30% of guaranteed loans are lent to women-owned SMEs or SMEs 
with a workforce that is predominantly women) is fully complied with; 

(iii) the increase in the PPP Center’s budget allocation from Som7 million in 2019 to 
Som11.1 million in 2020 (to allow recruitment of PPP experts) is less than the 
$165,000 that the action required but nonetheless still a substantive 
accomplishment given the extremely difficult fiscal situation facing Government; 

(iv) the preparation of a Strategic Framework for PPP Development to set standards 
and principles for project development and support and to strengthen fiscal risk 
management can be considered a significant step towards the implementation of 
the PPP Financial Support Framework that was required and will help ensure 
political and bureaucratic attention is maintained; 

(v) the operationalization of the PPP Development Program 2021–2026 is fully 
complied with; 

(vi) the completion of the transition from historical lump-sum budget allocations for 
technical and vocational training (TVET) to annual performance-based budget 
allocations and better alignment of the TVET curricula with the needs of the labor 
market is a substantial strengthening of the original action which set target 

https://lnadbg4.adb.org/482576B6002EE2C8/$ALL/DB9B00510D399502482586750048227F?OpenDocument
https://lnadbg4.adb.org/482576B6002EE2C8/$ALL/DB9B00510D399502482586750048227F?OpenDocument
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completion rates of 80% and 70% and the conceptualization of a national and 
sectoral qualifications framework and system; and 

(vii) the establishment and operationalization of 8 more MCs represents a significant 
upgrade over the previous requirement. 
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Promoting Economic Diversification Program, Subprogram 2 
 

Table 1: Comparison between Original and Modified Policy Matrix 
Original Indicative Policy Action Status of Accomplishments 

 
Prior Actions  
(Completed) 

New Prior Actions 
 

Reform Area 1: Trade and Investment Competitiveness to Develop Non-Minerals and Diversify Exports and Investments Improved. 

1. Government has implemented 
the following high priority reforms under 
the Food Security and Nutrition 
Program of the Kyrgyz Republic for 
2019-2023: 
 
(i) The Government approval of the 

Draft Law on Amendments and 
Additions to the Law of the Kyrgyz 
Republic “On Food Security” 
developed by MOA; 

 
(ii) Government submission of the 

law “On Organic Agricultural 
Production” to the Parliament for 
approval; and 

 
(iii) Special measures to ensure that 

women get support (i.e., women-
owned or -managed enterprise 
and firms, or enterprises or 
sectors in which women are 
predominantly employed), access 
to finance, involved in 
management of pastures, and 
targeted measures to improve 
nutrition of children, girls and 
women; based on assessment of 
nutritional behavior and access to 
food. 

 

 
 
 
 
 
 
Shifted to subprogram 3. 
 
 
 
 
 
Shifted to subprogram 3. 
 
 
 
 
Completed. Please refer to prior 
action 3. 

 1. To enable the change 
in agricultural policy priorities 
towards increased agricultural 
production and food security, 
Government adopted the 
Resolution of the “8th 
Financing of Agriculture 

Program”—a priority action in 

the Food Security and Nutrition 
Program 2019–2023 which 
provides preferential credits for 
agricultural producers to 
accelerate animal husbandry, 
crop production, processing of 
agricultural products, and 
implementation of spring farm 
work in 2020. 

2. Government has implemented 
the following high priority reforms 
under the Program for the Creation 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

and Development of Trade and 
Logistics Centers for Agricultural 
Products in the Kyrgyz Republic for 
2019-2023: 
 
(i) Establishment of at least two (2) 

trade and logistics centers 
(ensuring skilled staff of whom 
50% are women); and  

 
(ii) Approval and/or submission for 

Parliamentary approval of various 
regulatory legal acts on the Trade 
and Logistics Centers for 
agricultural products. 

 

 
 
 
 
 
Shifted to subprogram 3. 
 
 
 
 
Shifted to subprogram 3. 
 

3. The following strategies under 
the EDP 2019–2022 have been 
implemented through: 
 
(i) A program for preferential credit of 

export-oriented enterprises (of 
which 35% are women owned or 
managed); 

 
(ii) Annual allocation of at least 

Som250 million for the 
implementation of projects for 
financing export-oriented 
enterprises (with 35% allocated for 
women-owned or -managed 
enterprises); 

 
(iii) Operationalization of the 

Registration of Export System 
(REX); 

 

 
 
 
 
Shifted to post-program 
engagement framework. 
 
 
 
Shifted to post-program 
engagement framework. 
 
 
 
 
 
 
Shifted to subprogram 3. 
 
 
 
 

 2. To promote SMEs 
access to finance and 
entrepreneurship, the 
Government and relevant 
authorities have taken the 
following reform and policy 
measures: 

(i) enabled direct 
financial support for 
small and medium-
sized enterprises 
(SME), through the 
execution of the 
Som14 billion 
“Financing of Business 
Entities Program” in 
2020 which provided a 
credit line to all SMEs, 
of which 30% of 
beneficiaries were 
women-headed; 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

(iv) Application to join Asia Pacific 
Accreditation Cooperation (APAC) 
Multilateral Recognition 
Arrangement (APAC MLA) in the 
field of accreditation of product 
certification bodies (accreditation 
scheme ISO/IEC 17065); and 

 
(v) Strengthening capacity within MOE 

(with at least 45% female technical 
staff trained) to comply with 
international standards and obtain 
Halal certification in order to lead 
the development of the Halal 
industry.  

Shifted to subprogram 3. 
 
 
 
 
 
 
 
Shifted to subprogram 3. 

(ii) increased risk pricing 
efficiency and 
transparency in credit 
markets through the 
full operationalization 
of an integrated online 
credit history and 
credit scoring system 
for banks and financial 
institutions; and 

(iii) submitted the 
Government 
Resolution “On the 
opinion of the 
Government of the 
Kyrgyz Republic on 
the draft Law of the 
Kyrgyz Republic "On 
amendments to 
certain legislative acts 
of the Kyrgyz Republic 
on investment 
support" to Parliament 
to increase the use of 
non-productive 
agricultural land for, 
inter alia, 
collateralization in 
external finance. 

4. Government has completed 
negotiations and internal procedures on 
association to the WTO Government 
Procurement Agreement (GPA) and 
has aligned the national legislation with 
international standards on government 
procurement 

Shifted to subprogram 3.   

5. Government has approved a 

Comprehensive Strategic Document 

Shifted to subprogram 3.   
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

setting out the government’s vision and 

investment strategy, including target 

sectors, investors, and linkage between 

supply and local industry skill 

requirements (with at least 30% of 

beneficiaries being women).  

6. Government has implemented 

the Doing Business Action Plan with 

specific courses of action to improve its 

ranking.  

Completed.   

7. IPPA has operationalized the 

Interactive Investment Map and has 

populated the map with relevant data 

disaggregated by region, sector, 

potential for job creation, sex and an 

internal investor tracking system 

(customer relationship management 

software).  

Dropped (process-oriented and 
not high impact) 

  

8. Government has submitted to 

the Parliament amendments to the 

Investment Law introducing the 

Investor Grievance Mechanism.  

Shifted to Subprogram 3.   

Reform Area 2: Small and Medium-Sized Enterprise Development to Broaden the Economic Base Improved 

9. The following strategies under 
the Program of Development and 
Support of Small and Medium 
Enterprises in the Kyrgyz Republic for 
2019–2023 are implemented through: 
(i) Development of a unified 

infrastructure connection system, 
that will allow SMEs to apply for 
connectivity for electricity, water 
and sewage with a standardized 
and transparent connection 
schedule and payment 

Dropped (process-oriented and 
not high impact) 
 
 
 
 
 
 
 
 
 
 

3. To provide direct 
financial support for small and 
medium-sized enterprises 
(SME), Government approved 
the “Financing of Business 
Entities Program” with a budget 
allocation of Som14 billion in 
2020 to provide a credit line to 
all SMEs. At least 30% of 
beneficiaries must be women-
owned SMEs or SMEs with a 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

requirements to benefit SMEs from 
rural and remote areas, especially 
women; and MIS with the data on 
compliance disaggregated by sex, 
region (urban/rural), type of 
application, etc.;  

 
(ii) Implementation of a system for 

issuing electronic permits, licenses 
and patents; 

 
(iii) NBKR has adopted new 

regulations on mobile financial 
services to expand access to 
alternative forms of payments for 
SMEs; 

 
(iv) NBKR to issue guidelines to banks, 

microfinance institutions to collect 
baseline data on loans to women-
owned or -managed SMEs, 
disaggregated by loan size, sector, 
region, repayment record, reasons 
for default; and 

 
(v) NBKR to issue guidelines so that 

35% of the SMEs that the 
Guarantee Fund lends to are 
owned or managed by women. 

 
 
 
 
 
 
 
Dropped (not Government priority) 
 
 
 
Shifted to post-program 
engagement framework. 
 
 
 
 
Completed. Please refer to prior 
action 4. 
 
 
 
 
 
 
Completed. Please refer to prior 
action 4. 

workforce that is predominantly 
women. 
 

10. MOE has operationalized the 
Bishkek and Osh Business Centers 
(staffing with at least 40% women, and 
30% of women at decision making 
positions) to be able to obtain permits, 
licenses, and all other government 
requirements in one office as well as 
have access to business plan, 
skills/technical training and financial 

Shifted to subprogram 3. 4. To strengthen the 
regulatory governance and 
targeting framework for SME 
lending: 

(i) NBKR issued 
requirements for 
monthly reporting of 
guarantee funds by all 
financial institutions on 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

resources with adequate periodic 
(quarterly, annual) reporting on 
services provided (with figures 
disaggregated by type, sex, sector, 
region (rural/urban), etc.). 

issued guarantees for 
women-headed SMEs; 
and  

(ii) the board of OJSC 
Guarantee Fund 
resolved to ensure that 
30% of guaranteed 
loans are reserved for 
women-headed SMEs. 

Reform Area 3: Public-Private Partnership Development to Develop Social and Economic Infrastructure Improved 

11. Government has published at 

least 10 tenders for consulting services 

to prepare PPP projects (of which 40% 

with gender, social and environment 

assessment and cost-benefit analysis) 

and issued Request for Qualification for 

at least 3 PPP projects (where at least 

30% of activities are socially and 

gender-inclusive that directly benefit the 

poor, youth, women, disabled or other 

vulnerable groups). 

Shifted to subprogram 3.  5. In accordance with the 
Law of Kyrgyz Republic “On 
Public-Private Partnership”, the 
Government approved: 

(i) methodological 
guidelines for assessing 
fiscal exposure for 
direct and contingent 
liabilities of PPP 
agreements; 

(ii) utilization of a fiscal 
exposure assessment 
tool that estimates 
direct and contingent 
liabilities for awarded 
PPP agreements; 

(iii) operational guidelines 
and model documents 
to develop financially 
viable PPP projects in 
accordance with 
international good 
practice; and 

(iv) certified at least 30 
Government officials (of 
which at least 40% were 
women) in 2020 for 
Level 1 Foundation 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

certification as per the 
PPP Certification 
Program by APMG 
International. 

 

12. Government has implemented 

the Financial Support Framework 

including management of fiscal risks as 

stipulated in the PPP Development 

Program 2020–2025. 

Shifted to subprogram 3. 6. To eliminate past ad-
hoc, uncoordinated and harmful 
practices and ensure a fiscally-
responsible PPP approach, the 
MOE submitted to Cabinet a 
draft decree for a 5-year 
strategic framework for PPP 
development in Kyrgyz 
Republic entitled PPP 
Development Program 2021–
2026 to set standards and 
principles for project 
development and support and 
to strengthen fiscal risk 
management. 

 

13. Government has approved the 

budgetary allocation of Som14 million 

for 2020 and 2021 for the Center for 

Public-Private Partnership. 

Completed. Please refer to prior 
action 7. 

7. To upgrade the 
effectiveness and technical 
competence of the Center for 
PPP, Government increased 
the Center’s budget allocation 
from Som7 million in 2019 to 
Som11.1 million in 2020 to allow 
recruitment of PPP experts. 

 

14. Government has approved 

PPP Development Program 2021–2026 

to continue the Government’s approach 

to developing PPP projects, by focusing 

on institutional checks and balances, 

further strengthening institutional 

capacity (with at least 40% female 

technical staff trained), and 

operationalizing financial instruments, 

Completed. Please refer to prior 
action 6. 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

and ensuring that at least 30% of PPP 

projects’ activities are socially and 

gender-inclusive that directly benefit the 

poor, youth, women, disabled or other 

vulnerable groups) and periodically 

reporting on the PPP implementation 

and results, with sex-disaggregated 

performance indicators. 

Reform Area 4: Industry-Linked Skills Development through Enhanced Internal Efficiency and Qualifications Structure Improved 

15. Ongoing implementation of the 
per capita financing system through: 
 
(i) No less than 80% of PVET 

institutions have implemented the 
per capita financing scheme; and 

 
(ii) At least 70% of PVET institutions 

covered by the per capita financing 
scheme have established and are 
operating incentive funds. 

 
 
 
Completed. Please refer to prior 
action 8. 
 
 
 
Shifted to subprogram 3. 

8. In order to complete the 
transition from historical lump-
sum budget allocations to 
annual performance-based 
budget allocations and ensure 
better alignment between the 
TVET curricula and the needs of 
the labor market, the 
Government:  

(i) piloted PCF in at least 8 
national Centers of 
Excellence (7 outside of 
Bishkek) and in 
secondary vocational 
education institutions 
(SVET); 

(ii) approved the 
methodology for 
Sectoral Qualifications 
Frameworks (SQF), 
which will match the 
TVET curricula with 
sectoral and industry 
needs; and 

(iii) approved an Action Plan 
for a National 
Qualifications System 
(NQS). 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

16. Ministry of Education and 
Agency of Vocational Education (AVE) 
have developed and approved through 
inclusive consultative process: 
 
(i) a coherent gender-responsive and 

non-discriminatory methodology 
of competencies, qualifications, 
and curricula (including 
management of business 
processes, working environment, 
and basic principles); and 

(ii) at least 3 sectorial qualifications 
for economic diversification. 

 
 
 
 
 
Completed. Please refer to prior 
action 8 (iii) and (iv). 
 
 
 
 
Completed. Please refer to prior 
action 8 (iii) and (iv). 

9. To promote industry-
relevant work-based learning 
and entrepreneurial activities, 
the MOES issued a Ministerial 
Order to legally establish 8 
additional model centers (MC), 
of which 7 are outside of the 
main urban center of Bishkek) 
with 20% of female teachers 
and staff, and at least 30% of 
women in decision making 
positions in MCs. 

 

17. At least 4 MCs (3 outside 
Bishkek) have been established as 
legal entities and made fully operational 
(with 20% of female teachers and staff, 
and at least 30% of women in decision 
making positions) in accordance with 
the approved AVE guidelines and 
action plan. 

Completed. Please refer to prior 
action 9. 

 10. To promote pre-
employment training and on-
the-job upskilling, Government 
legally established a Skills 
Development Fund (SDF) with 
an annual budget allocation of 
$250,000 in 2021. 

Reform Area 5: Fiscal and Social Protection Resilience Improved to Enable Post-COVID Stabilization and Recovery 

   11. To ensure all future 
emergency support is provided 
on-budget and to improve 
consolidated control, 
monitoring, recording and 
management reporting, the 
MOF approved an Order:  

(i) incorporating all 
financial assistance 
provided for COVID-19 
into the consolidated 
report of the Treasury 
Management 
Information System; 
and 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

(ii) requiring mandatory 
completion of ex-post 
audits of COVID-19 
emergency funds and 
disclosing the results on 
the MOF’s website. 

   12. In order to deepen the 
domestic debt market, improve 
the enabling environment for 
public debt management, and 
ensure COVID-19 emergency 
response support is within 
prudent debt limits, the 
Government approved a new 
Strategy for Public Debt 
Management for 2020–2023 
and commenced 
implementation through: 

(i) issuance of an Order 
mandating the periodic 
preparation and 
approval Medium-Term 
Debt Strategy and its 
annual review;  

(ii) adoption of medium-
term indicators to 
reduce the fiscal deficit 
to 3.0% of GDP by 
2022, and overall public 
debt to 60% of GDP by 
2022; and 

(iii) adoption of a medium-
term domestic debt 
target of 16% of GDP by 
2024 in order to start 
reducing vulnerability of 
the general government 
to exchange rate risks. 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

   13. To eliminate the 
current financial fragility and 
enhance the Government’s 
ability to rapidly respond to 
exogenous shocks in the 
future, the MOF: 

(i) approved the Medium-
Term Action Plan for 
Development of Public 
Finance Management, 
2020-2022 to chart key 
emerging reform 
objectives in budget 
planning, medium-term 
budget forecasting, 
public procurement, 
improving accounting 
and reporting 
standards, and 
improving internal audit 
and control procedures; 
and 

(ii) established a fiscal 
buffer, known as the 
State Budget Reserve, 
within the level of 1.0% 
of total budget 
expenditure, and fully 
funded it in the 2020 
national budget. 

   14. To strengthen public 
financial management and 
ensure fiscal headroom for 
coping with unanticipated 
shocks, Cabinet submitted to 
Parliament fiscal rules to 
remove Government discretion 
to change the annual debt 
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Original Indicative Policy Action Status of Accomplishments 
 

Prior Actions  
(Completed) 

New Prior Actions 
 

ceiling and to embed a rules-
based fiscal framework for 
determining the debt ceiling 
and, amongst other things, 
corrective measures to be 
taken and sanctions to be 
applied if the debt ceiling is 
breached, and special 
circumstances in which the 
debt ceiling may be breached 
and the path of fiscal 
adjustment to be followed 
afterward. 

   15. To establish a new 
targeting framework for social 
protection of vulnerable 
groups, and immediate 
integration of the unemployed 
due to the COVID-19 
pandemic, and the victims of 
domestic violence, the 
Government approved:  

(i) updating of the Ministry 
of Labor and Social 
Development’s (MLSD) 
social protection 
database to include 
data disaggregated by 
sex, age and region;  

(ii) introduction of a 
national hotline and 
website for self-
registration; and  

(iii) rapid validation of the 
registered candidates. 

 


