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SECTOR ASSESSMENT (SUMMARY):  
PRIVATE SECTOR DEVELOPMENT—PUBLIC–PRIVATE PARTNERSHIP DEVELOPMENT 

Sector Road Map 

1. Sector Performance, Problems, and Opportunities 
 
1. The quality of infrastructure in the Kyrgyz Republic is among the lowest in the world. 
According to the World Economic Forum, the Kyrgyz Republic ranks 103 out of 141 countries 
reviewed with regard to the overall infrastructure quality. 1 This poor quality is significantly 
endangering the country’s economic development potential, which is essential for reducing 
poverty. 
 
2. The government of the Kyrgyz Republic acknowledges the shortcomings in the quality of 
infrastructure and related public services and has identified Public–Private Partnerships (PPP) as 
a critical scheme to address these shortcomings given the budgetary constraints, as stipulated in 
the National Development Strategy 2018–2040 (NDS 2040).2 
 
3. However, despite the government’s efforts to create a propitious environment for PPP, 
there are some hurdles that are yet to be addressed. The main problems hampering the further 
development of PPP include (i) the lagging expansion of the PPP pipeline; (ii) ineffective gateway 
reviews leading to excessive lead times for project preparation; and (iii) the limited access to non-
recourse finance reducing the potential for large-scale PPPs. These problems are to a large extent 
caused by a limited understanding of the PPP concept. Many stakeholders, including key decision 
makers, still perceive PPP as a mechanism to deliver infrastructure off-balance, i.e., without 
budget support and do not recognize that the main benefit of PPP is to increase the effectiveness 
and efficiency of providing public services, which may require budget support. 
 
4. PPP is recognized worldwide as an alternative scheme to deliver infrastructure and related 
public services potentially more effectively and efficiently in comparison to conventional 
procurement. Successful implementation of PPP requires a conducive environment and 
adequately prepared projects. 
 

2. Government’s Sector Strategy  
 
5. The development of PPP in the Kyrgyz Republic is exemplary for small scale economies, 
since the government has managed to develop a PPP Framework that is conducive to developing 
and implementing this type of projects. The PPP Framework is based on a PPP Law that was 
adopted in 2012 and subsequently reformed in 2016 and redefined in 2019. The PPP Law sets 
out the institutional framework for PPP and the necessary proceedings for the preparation and 
tendering of PPP projects, including appropriate checks and balances to ensure value for money 
and minimize project failures. Furthermore, the government established a Project Development 
Support Fund (PDSF) in 2014 to facilitate the preparation of PPP projects. The environment for 
PPP has been qualified in 2018 by independent reviewers as the best in the region and is 
considered to be well-developed, whereas in 2014 it was still considered to be nascent.3 
 
 

 
1 World Economic Forum. 2020. Global Competitiveness Report 2019. Geneva. 
2 Government of the Kyrgyz Republic. 2018. National Development Strategy 2018-2040. Bishkek. 
3 The Economist. 2019. Evaluating the Environment for Public-Private Partnerships in Asia: The 2018 Infrascope. 

London. 

https://lnadbg4.adb.org/482576B6002EE2C8/$ALL/DB9B00510D399502482586750048227F?OpenDocument
https://lnadbg4.adb.org/482576B6002EE2C8/$ALL/DB9B00510D399502482586750048227F?OpenDocument
http://www3.weforum.org/docs/WEF_TheGlobalCompetitivenessReport2019.pdf
https://policy.thinkbluedata.com/sites/default/files/National%20Development%20Strategy%20of%20the%20Kyrgyz%20Republic%20for%202018-2040%20%28EN%29.pdf
https://infrascope.eiu.com/evaluating-environment-public-private-partnerships-asia/
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6. Further important milestones include: 
(i) 2013: PPP highlighted as key reform area in the Government’s National 

Development Plan 2013–2017. 
(ii) 2013: High-level PPP Forum to present the government’s PPP program and pilot 

PPP projects to interested parties including possible investors. 
(iii) 2014: Establishment of PDSF. 
(iv) 2014: Establishment of the Investment Promotion Authority and inclusion of a 

dedicated PPP department. 
(v) 2015: Website ppp.gov.kg launched. 
(vi) 2016: PPP Program 2015-2020 adopted by the government. 
(vii) 2016: PPP Council established to oversee the PPP program. 
(viii) 2016: PPP law amended and further aligned with international practices. 
(ix) 2017: First PPP Transaction closed: Hemodialysis Centers. 
(x) 2018: PPP priority reinforced in National Development Plan 2018–2022. 
(xi) 2019: New PPP Law adopted with simplified proceedings. 
(xii) 2019: PPP Centre established with a staffing of 15 specialists. 

 
7. The government has responded by initiating amendments to the PPP Law to simplify the 
proceedings, which has led to a new PPP Law that was adopted by the Parliament in 2019. 
However, it is questionable whether such simplifications address the real problem underlying the 
lagging progress with the project development. Removing the procedures for gateway reviews 
and the need for competitive tension4 throughout the tender process is more likely to increase the 
likelihood of project failure and or incurring unwarranted fiscal exposure arising from PPPs.  

 
8. The proposed policy-based loan will focus on tackling several hurdles to the development 
of PPP, such as enhancing the effectiveness and technical competence of the Center for PPP, 
operating financially viable PPP projects and eliminating uncoordinated and harmful practices to 
PPP. The proposed program aims to support several critical reforms, including the (i) increase in 
the budget allocation for the Center for PPP to Som11.1 million in 2020, which represents a 66% 
increase in comparison with 2019, to allow recruitment of PPP experts; (ii) set standards and 
principles for project development and support and to strengthen fiscal risk management by 
submitting to Cabinet the draft decree for PPP Development Program 2021–2026; (iii) adopt 
methodological guidelines for assessing fiscal exposure for direct and contingent liabilities of PPP 
agreements, utilize a fiscal exposure assessment tool that estimates direct and contingent 
liabilities for awarded PPP agreements, implement operational guidelines and model documents 
to develop financially viable PPP projects in accordance with international good practices, and 
continue strengthening the capacity for developing and implementing PPP specifically through 
the enrollment of 30 Government officials for level 1 Foundation certification in the APMG’s 
Certified PPP Professional program.5 
 
9. PPP pipeline. The different implementing agencies have been most active with the 
identification of possible PPP projects amounting up to some 40–50 project initiatives. This is 
commendable in view of the limited size of the Kyrgyz economy and the limited experiences with 

 
4 Competition is considered by international standards as the most effective mechanism to ensure value for money 

arising from PPP. Reducing the need for competition by allowing direct contracting in case of insufficient market 
appetite implies that value for money is at risk because of the absence of a point of reference for the price setting 
and puts the government in a weak negotiation position because of the absence of a reserve bidder. 

5 The APMG PPP Certification Program launched in 2016 is an innovation of the ADB, EBRD, IDB, IsDB and the World 
Bank with a shared vision of enhancing PPP performance globally. It is considered as the industry standard for PPP 
throughout the world. The program includes 3 levels and corresponding exams. CP3P (Certified PPP Professional) 
is the credential awarded to candidates who have passed all three exams within the Certification Program. 

http://ppp.gov.kg/
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PPP. Obviously, not all of these initiatives have been considered worthwhile for further 
development, though almost half of them have received green light to proceed to the preparation 
phase. 18 initiatives have been subjected to Feasibility Studies. Project preparation has primarily 
targeted small scale PPPs with capital values below $10 million. This makes sense in view of the 
country’s limited access to non-recourse finance, given the immature domestic financial sector 
and the marginal presence of international banks. Most preparation was done with the support of 
reputable consulting firms funded either by the PDSF or by development partners. Nevertheless, 
quality of the studies is somewhat lagging, in particular with regard to socio-economic analysis, 
fiscal risks analysis and value for money analysis. This is mainly caused by lack of experience 
from the side of the government in managing and guiding the consulting services. Furthermore, 
the average lead time for project preparation, which is approximately 4 years, is fairly excessive. 
The main reason for the long lead time is the inexperience and absence of operational guidelines, 
leading to ineffective gateway reviews and ineffective proceedings for operationalizing the PDSF. 
 
10. Out of the 18 projects that have been subjected to a feasibility study, 3 have been 
successfully tendered. The projects that included hemodialysis centers, e-ticketing in Bishkek and 
a small cinema in Bishkek have attracted an appropriate level of market interest, both at national 
and international level, and the tenders have been concluded in remarkable short periods of time 
(between 4 and 8 months, which is well below what is typical for first mover PPPs). Moreover, as 
per October 2020, around 5 to 10 projects are in a well-advanced stage of preparation and are 
scheduled to be tendered in 2021. 
 

3. ADB Experience and Assistance Program 
 
11. The proposed program builds on a strong base of country knowledge and years of close 
collaboration, since it has been supporting the government since the initial stages of the 
development of the PPP Framework in 2012. The scope of work in past programs has consisted 
on (i) drafting of legislative amendments, resolutions and guidelines (PPP Manual); (ii) capacity 
building through workshops and training including on-the-job training; (iii) supporting the 
identification and screening of possible PPP projects; (iv) drafting tender documents for consulting 
services; (v) designing the PPP program (including financial support mechanisms); and (vi) PPP 
Promotion and communication. 
 
12. The proposed policy-based loan will focus on supporting the government’s reform agenda 
to meet its significant infrastructure needs in a fiscally responsible way, which will contribute to 
the Kyrgyz’s Republic economy and the improvement in the livelihoods of the country’s 
inhabitants. In addition, ADB is harmonizing its efforts with other international donors and 
development partners to support the government’s reform agenda to ensure that operational costs 
are reduced, more opportunities for the private sector to diversify their business portfolio are 
provided, and business competitiveness is enhanced, especially for SMEs, with the improved 
infrastructure. 
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Limited progress in developing and implementing PPP projects 

Basic infrastructure and services are limited and unreliable 
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