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SECTOR ASSESSMENT (SUMMARY): TRADE AND INVESTMENT COMPETITIVENESS 

Sector Road Map 
 

 1.  Sector Performance, Problems, and Opportunities 
 

1. Trade sector performance. The Kyrgyz Republic continues to rely heavily on gold 
production and remittances to drive economic growth. In 2019, total exports in the Kyrgyz 
Republic were approximately $1.97 billion, reflecting a 7.1% increase from 2018.1 However, 
exports continue to be led by precious metals, accounting for close to 43.4 % of total exports. 
Agricultural products such as fruits and nuts posted the fastest gain, up by 43.2% from 2018, 
followed by dairy, eggs and honey representing a 39.3% gain. Exports are concentrated on a few 
products and three major markets (the United Kingdom, Kazakhstan and Russian Federation, 
accounting to 42.4%, 17.2%, and 16.1% of the country’s exports respectively).2 Significant scope 
exists to improve the country’s utilization rate under the European Union (EU) General System of 
Preferences Plus (GSP+), a privilege given to only 9 countries, providing low or zero tariffs on 
around 6,000 products, mostly from the agriculture and textile sector. In 2019, €7.73 million was 
eligible for GSP+, but the Kyrgyz Republic only exported €4.55 million (mostly edible fruits and 
nuts) for a utilization rate of 58.8%, one of the lowest of all 9 countries. Utilization rates of Armenia 
and the Philippines, recent recipients of EU GSP+ benefits, were 97.9 % and 72.6%, respectively.3 
 

2. Core development problem and challenges. Kyrgyz Republic’s low utilization rate can 
be attributed to several factors. Exporters in the Kyrgyz Republic accustomed to selling to 
neighboring countries, have limited knowledge of European tastes and preferences and the 
general consumer behavior.4 Challenges include (i) the quality of products and efficiency of 
processes (e.g., product quality, productivity, technology and commercialization, and sanitary and 
phytosanitary systems); (ii) the quality of export infrastructure (logistics costs and upstream and 
downstream links); (iii) limited access to trade information and promotion (e.g., new markets and 
cooperation with business associations); and (iv) limited access to finance (for small and medium-
sized enterprises [SMEs] in priority export sectors).   

 
3. Exporters also must upload requirements into the Registered Exporter (REX), a system of 
certification of origin of goods that the EU requires since 1 January 2017. To be entitled to make 
out a statement on origin, an economic operator will have to be registered in a database by 
competent authorities.5 At a more technical level, there is a need to develop an accreditation 
system in line with international standards (ISO standards). In addition, there are continuing 
challenges in exporting to both the EU and Eurasian Economic Union (EEU) markets. A 2018 
International Trade Center survey of exporters revealed that over half of them face obstacles in 
complying with trade related regulations usually in the form of Non-Tariff Measures (NTM). 
Overall, 81% of the burdensome Non-Tariff Measures cases reported by Kyrgyz Republic 
exporters are technical measures, include quality standards, safety, production processes and 
sanitary requirements. 

 
1 National Statistics Committee of the Kyrgyz Republic. 2021. Export of Goods (thousand dollars). Bishkek. 
2 Workman, Daniel, March 1, 2020. Kyrgyzstan’s Top Exports. http://www.worldstopexports.com/kyrgyzstans-top-10-

exports/ 
3 European Commission, December 1, 2020. GPS Statistics (1 December 2020). https://trade.ec.europa.eu/ 

doclib/docs/2020/february/tradoc_158640.pdf  
4 Chekirova, Gulnura, January 20, 2019. “The European Market Remains a Dream for Kyrgyz Exporters,”. EUCAM 

Commentary No. 32. https://eucentralasia.eu/2019/01/the-european-market-remains-a-dream-for-kyrgyz-exporters/  
5 https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspectspreferential 

-origin/arrangements-list/generalised-system-preferences/the_register_exporter_system_en  
 

https://lnadbg4.adb.org/482576B6002EE2C8/$ALL/DB9B00510D399502482586750048227F?OpenDocument
https://lnadbg4.adb.org/482576B6002EE2C8/$ALL/DB9B00510D399502482586750048227F?OpenDocument
http://www.stat.kg/en/statistics/vneshneekonomicheskaya-deyatelnost/
https://trade.ec.europa.eu/%20doclib/docs/2020/february/tradoc_158640.pdf
https://trade.ec.europa.eu/%20doclib/docs/2020/february/tradoc_158640.pdf
https://eucentralasia.eu/2019/01/the-european-market-remains-a-dream-for-kyrgyz-exporters/
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspectspreferential%20-origin/arrangements-list/generalised-system-preferences/the_register_exporter_system_en
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspectspreferential%20-origin/arrangements-list/generalised-system-preferences/the_register_exporter_system_en
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4. The government has recently obtained accreditation for the Kyrgyz Republic Center of 
Accreditation (KCA) to the International Laboratory, Metrology, Accreditation, and Cooperation 
Multi Recognition Arrangement (ILAC MRA), which will enhance product standardization and 
harmonization with EU and EEU access conditions. Government has also approved the Food 
Security and Nutrition Program 2019–2023, which is helping improve the country’s nutritional 
status, ensure consistency of food supplies to the domestic market and improve export 
performance through compliance with international consumer protection standards. 

 
5. The Kyrgyz Republic has to achieve higher levels of efficiency in transport, logistics and 
warehousing within its borders to compensate for the limitations of a landlocked country. The 
Fitch Solutions quantified the logistics risk using an index (100%= lowest risk, 0%= highest risk) 
with Azerbaijan leading the region at 59.5%, the Kyrgyz Republic at 38.0% and regional average 
was at 46.6%.6 Peoples’ Republic of China’s Belt and Road Initiative funded road projects with 
total costs of $1.13 billion to improve connectivity inside Kyrgyz Republic in the directions of north-
south and east-west. Simultaneously, these projects are parts of the so-called Central Asia 
Regional Economic Cooperation (CAREC) corridors, which have been designed to improve the 
transportation links in Central Asia and connect the region with Peoples’ Republic of China, South 
and West Asia, and Europe.7 These investments in physical infrastructure can be complemented 
by “soft” investments in the form of trade policies and trade facilitation using Single Window 
Information Systems (SWIS), which can be a tool to improve the country’s ranking in the trading 
across borders factor in the World Bank Doing Business series. This factor measures the cost of 
exporting and importing in terms of time and documentary requirements.  
 
6. The Kyrgyz Republic has significant opportunities to expand agricultural exports in the fruit 
and vegetable sector through planned establishment of 4 agro-logistics centers and 2 wholesale 
markets to better link farmers with markets. Furthermore, estimates for the global market for halal 
products is around $739.5 billion by 2025, which represents an opportunity that the Kyrgyz 
Republic could profit from.8  In 2019, the government signed an agreement with the Islamic 
Development Bank and Islamic Corporation to fund a feasibility study for a Halal Park that will 
include different components of the value chain of meat processing and production.9 

 
7. Foreign Direct Investment. To date, the government of the Kyrgyz Republic does not 
have a vision for foreign direct investment promotion unlike the export sector, whose strategy and 
roadmap are outlined in the 5-year Export Development Program, which is updated on a regular 
basis. Despite a relatively open foreign direct investment (FDI) regime (the Kyrgyz Republic’s FDI 
Regulatory Restrictiveness Index is 0.08 compared with the Organization for Economic Co-
operation and Development average of 0.06), the sources of FDI remain concentrated in a few 
countries and sectors, and overall non-mining FDI remains low.10 In the first half of 2019, foreign 
direct investment was $394 million, representing an increase of around 60% from the same period 
in 2018 with People’s Republic of China accounting for 42% followed by Britain and Canada at 
16.4 and 11.2%, respectively, of total foreign direct investment. Exploration accounted for the bulk 
of investment at 42%.11 In 2020, the Ease of Doing Business ranked the Kyrgyz Republic 80th in 

 
6 Fitch Solutions, 2020. Kyrgyzstan’s Logistics Risk Report. https://store.fitchsolutions.com/all-products/kyrgyzstan-

logistics-risk-report  
7 Mogilevski, Roman, 2019. Kyrgyzstan and the Belt and Road Initiative 2019. University of Central Asia. 

https://www.ucentralasia.org/Content/Downloads/UCA-IPPAWP50_Kyrgyzstan%20and%20Belt%20Road%20 
Initiative_ENG.pdf 

8 https://www.grandviewresearch.com/press-release/global-halal-food-market 
9 https://24.kg/english/131935_Own_halal_meat_park_to_open_in_Kyrgyzstan/ 
10 OECD. FDI Regulatory Restrictiveness Index (accessed on 11 August 2021). 
11 http://www.xinhuanet.com/english/2019-09/13/c_138390018.htm 

https://store.fitchsolutions.com/all-products/kyrgyzstan-logistics-risk-report
https://store.fitchsolutions.com/all-products/kyrgyzstan-logistics-risk-report
https://www.ucentralasia.org/Content/Downloads/UCA-IPPA%20WP50_Kyrgyzstan%20and%20Belt%20Road%20Initiative_ENG.pdf
https://www.ucentralasia.org/Content/Downloads/UCA-IPPA%20WP50_Kyrgyzstan%20and%20Belt%20Road%20Initiative_ENG.pdf
https://www.grandviewresearch.com/press-release/global-halal-food-market
https://24.kg/english/131935_Own_halal_meat_park_to_open_in_Kyrgyzstan/
https://www.oecd.org/investment/fdiindex.htm
http://www.xinhuanet.com/english/2019-09/13/c_138390018.htm
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the world, while Kazakhstan ranked 25th and the Russian Federation was 28th.12 The Kyrgyz 
Republic scored relatively well in factors as starting a business and registering property but had 
low scores for enforcing contracts and obtaining electricity.   

 
8. Investment Climate. The investment climate in the Kyrgyz Republic is characterized by 
considerable risk and uncertain time horizons. Uneven application of the rule of law continue to 
pose major obstacles for the business community. The judicial system is not fully independent, 
and each sector of government experiences capacity and resource shortages. Weak enforcement 
undermines the legal and regulatory framework, especially regarding intellectual property rights.13 
This arbitrary implementation of the law has resulted in numerous lawsuits by foreign investors, 
with the case of Kumtor Mines as the most prominent one in 2016. Mineral rich countries, such 
as Mongolia, are increasingly adopting Investor Grievance Mechanisms, with the assistance of 
the World Bank Group, to settle claims outside the court system.  

 
2. Government’s Sector Strategy 
 

9. The National Development Strategy of the Kyrgyz Republic for 2018–2040 (NDS 2040), 
aims to create a strong economy, ensure high quality of life, develop competitive human capital, 
and contribute to regional cooperation. It has focused on decreasing the country’s dependence 
on migration-led remittances and gold extraction.14 The Export Development Program for 2019–
2023 outlines strategy and actions to develop the country’s export sector. The Program identified 
sewing/garments, dairy, fruit and vegetable processing and green technologies as four priority 
sectors with quality infrastructure, access to finance, and export promotion strategies representing 
critical services.15 To promote export product and market diversification, the government has 
agreed to (i) budget $1M in 2021 for the establishment of a Center for Halal Development, (ii) 
designate the Investment Promotion Agency to administer the Registration of Export System 
(REX) , a requirement to export to the EU under GSP+ and register at least 80% of total exporters, 
and (iii) approve the “Law On Organic Agricultural Production” in order to improve alignment of 
national organic certification with international standards and enhance the competitiveness of 
organic products. To comply with international product standardization and harmonization with 
EU and EEU, the government facilitated the International Laboratory Accreditation Cooperation 
for the Kyrgyz Center of Accreditation. To facilitate storage, trade and movement of goods, the 
government envisages (i) the creation and development of Trade and Logistics Centers planning 
for at least 2 trade and logistics centers, and (ii) the completion of a feasibility study on the 
construction of a modern wholesale agricultural market for the Kyrgyz Republic. 

 
10. The Food Security and Nutrition Program (FSNP) was formally endorsed by the 
government in 2019. It has the following key directions: (i) improving the availability of food for 
domestic consumption, (ii) ensuring food access for the population, (iii) improving the nutritional 
status of the population, (iv) improving food safety, development of an effective management 
system for food security and monitoring and evaluation of the FSNP.16 Consistent with the FSNP 
Action Plan, the government adopted the Resolution of the “8th Financing of Agriculture Program” 
to provide preferential credits for agricultural producers to accelerate animal husbandry, crop 

 
12 World Bank. Doing Business. Rankings and Ease of Doing Business Score (accessed 1 August 2021). 
13 Bureau of Economics and Business Affairs, US Department of State, 2018 Investment Climate Statements, Kyrgyz 
 Republic https://www.state.gov/e/eb/rls/othr/ics/2018/sca/281704.htm 
14 Government of the Kyrgyz Republic, 2018. National Development Strategy of the Kyrgyz Republic for 2018–2040.  
 Bishkek, Kyrgyz Republic. 
15 The Kyrgyz Republic. 2019. Export Development Program 2019–2022. Bishkek. 
16 Government of the Kyrgyz Republic. 2019. Action plan on the implementation of the Food Security and Nutrition 

Program in the Kyrgyz Republic for 2019-2023. Bishkek 
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production, processing of agricultural products, and implementation of spring farm work in 2020. 
The resolution enables the change in agricultural policy priorities towards increased agricultural 
production and food security.  

 
11. The Government also adopted an Annual Action Plan to improve the country ranking in 
the World Bank’s rating on Doing Business building on previous reforms on simplification and 
administration of tax reporting, establishing a credit rating system to improve risk management 
for lenders, and digitalization of company registration to promote transparency and efficiency. The 
government will approve the Foreign Investment Attraction Program articulating its vision and 
goals for foreign investment including priority sectors, streamlining regulatory and support 
services for foreign investors, and introducing an effective mechanism for dispute resolution, in 
line with international best practices of avoiding costly and lengthy litigation.  
 

3. ADB Sector Experience and Assistance Program 
 

12. ADB has supported the Kyrgyz Republic through analytical work, technical assistance 
(TA), and sovereign and non-sovereign interventions. Since 2008, ADB has provided policy-
based support under investment climate improvement programs like access to financial services, 
PPPs in infrastructure and services, trade and investment, and ease of doing business. ADB has 
helped sustain reform momentum and drive the implementation of reforms needed to transition 
from a centrally planned economy to a market-based one such as investment climate reforms17 

and vocational education reforms.18 For trade and export competitiveness, for example, capacity 
being developed under the Central Asia Regional Economic Cooperation Program and ongoing 
initiatives under the Almaty–Bishkek Economic Corridor can help focus the government’s reform 
priorities. Over the longer term, the country should benefit from efforts to improve economic 
diversification through increased foreign trade and the free movement of labor, capital, and 
services. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 
 

 
17 ADB, 2015. Completion Report: Investment Climate Improvement Program in the Kyrgyz Republic. Manila, 

Philippines; and ADB, 2019. Completion Report: Second Investment Climate Improvement Program in the Kyrgyz 
Republic. Manila, Philippines. 

18 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Grants to the Kyrgyz 
Republic for the Skills for Inclusive Growth Sector Development Program. Manila 
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Non-diversified export products/markets, sources and types of investments 

Lack of strategic vision on the 
role of foreign investment in 
national development; priority 
sectors for investment; lengthy 
procedure to convert 
agriculture land for industrial 
purposes; absence of a 
mechanism to settle investment 
disputes outside the costly 
legal system; weak 
environment for doing business 
and attracting foreign direct 
investment 

Weak environment for doing business 
and attracting foreign direct investment, 
these are primarily in the mineral 
extraction sector 

Limited economic growth potential 
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Limited access to finance and 
trade information and 
promotion; lack of knowledge 
of consumer preferences in 
international markets; non- 
tariff measures such as food 
safety, product 
standardization; inadequate 
transport infrastructure and 
trade facilitation, warehousing 
and logistics support; limited 
quality of products and 
efficiency of processes 
 

Exports are primarily precious metals; main 
markets for exports in general are in three 
countries 


