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Umnynbcbl ana ynydleHnsa UHBECTULIMOHHOTO KIMMATa

Survey results conducted among the IBC member complanies

IMPULSES FOR IMPROVEMENT OF THE INVESTMENT CUMATE

370T onpoc bbin NpoBeaeH Ha 23 NPeanpuATUAX, UHBe-
ctupytowmx B KblprbiactaH. 3Tn pesynbTaTbl NpeacTas-
NAKT LWMPOKMIM CMNEKTP OTpaciel NPOMbIWAEHHOCTH,
BK/IOYAsA rOPHOAOObIBAIOLLYIO MPOMbILNEHHOCTb, KOH-
cantuHr, 6aHKOBCKOe AeN0 M Typu3m. PecnoHAeHTbl B
COBOKYNHOCTM npeacTasnatoT 6onee 52 mnH. gonn. CLLUA
B BuAe Hanoros (51,75%), nnatexel No counanbHOMY
obecneuyeHunio (40,94%), TaMOMKEHHbIX U HEHANOrOBbIX
nnatexei (3,65%) 3a nocnegHue 6 mecaues B 2016 roay.

CornacHO nocnefHum JaHHbIM [pynnbl  BcemupHo-
ro 6aHKa, Kbiprbisckaa Pecnybnuka 3aHumaet 77-e
mecto 13 190 cTpaH B nerkoctv BeaeHusa 6usHeca,
notepas 2 nosnuum B 2017 roay. Kbiprbisckas Pe-
cnybnnKa BCe elle HaxoAMTCA Ha NyTU K CO3A4aHMIO

KOHKYPEHTHOI0O WUHBECTULMOHHOIO K/IMMaTa B CTPaAHE,

ﬂ,osepue MUHBECTOpOoB

Onpoc 3a 2016 rog nokasan, 4To cuTyaumsa obCcTouT He-
CKONbKO Xy»Ke, yem B 2015 rogy. bonblue NONOBUHbLI pe-
CMOH/AEHTOB/MHBECTOPOB MAaHUPOBA/IM COXPAHUTbL CBOO
pabouyto cuny B 2015 roay v 5% nnaHMpPoOBanM COKPaTUTb
cBOt0 pabouyto cuny bonee yem Ha 50% (cm. rpadumk 1).
OpHako B 2016 rogy 6onblwan 4acTb MHBECTOPOB Hame-
peBannCb OCTaBUTb CBOM pabounii coctaB 6e3 u3meHe-
HUA, 64%. CuTyauMa nNpPOAEMOHCTPUPOBANa Heomnpe-
AeneHHoCTb uHBecTopoB B 2016 roay, NO3TOMY MHOrne
AepKanu nosnummn 6e3s nsmeHeHui. HecmoTpsa Ha NaaHbI
M3MEHEeHMA YNCNEHHOCTHN paboyero nepcoHana, 4OXoabl
6usHeca 3a nocnegHue 6 MecaLEeB TakxKe b6blan oTpuULa-
TeNbHbIMM (CM. rpadmK 2) no cpasHeHuto ¢ 2015 rogom.

[loxoabl 27% BU3Hec-pecnoHAEeHTOB OCTaAnCh 6e3 name-
HeHWUn, goxoapl noutn 42% ysenmumnucs Ha 1-25%. Poct
KaykeTcA BbICOKMM, HO B 2015 rogy aHanornyHble uudpbl
cocTtaBuaun nopaaka 51,22%, a sbipyyka Ha 50% ysennyu-
nacb Bcero Ha 0,38%. B 2016 roay mHorne 6usHec-komna-
HUW OODBABUAN O CHUMKEHUM BbIPYUYKM Ha 21% ¢ 1%-50%.

Kak npaBunnio, Npu CHUXEHUN JOXOA0B Mbl 0ObIYHO BUANM
CHUXXEHMWE YMCNIEHHOCTU MepCcoHana, OAHaKo, y4nTbiBas
KapTUHY, Mbl BUAMM, YTO UHBECTOPbI HE CNeLaT CoKpaLLaTh
pabounx v npekpawatb AenoBble onepauun B CTpaHe.

This survey was completed by 23 business entities
investing in the Kyrgyz Republic. These results also
represent a wide range of industry sectors: mining,
consulting, banking and tourism. The respondents have
collectively contributed more than $52 million USD to
the Kyrgyz government in the form of tax (51,75%),
social security payments (40,94%), customs and non-tax
payments (3,65%) over the last 6 months in 2016 alone.

According to the latest World Bank Group data, the
Kyrgyz Republic ranked 77th out of 190 counties in
the ease of doing business, losing 2 positions in 2017.
The Kyrgyz Republic is yet on the path to establishing
a competitive investment climate in the country.

Investor confidence

Survey for the 2016 year proved the situation to be
somewhat worse than in 2015 financial year. More
investors intended to remain their workforce unchanged
amounting to 65% of respondents, 5% planned to
decrease their workforce by over 50% (refer to Graph 1).

Thessituation demonstrated the uncertainty of investorsin
2016, thus many kept positions unchanged. Despite plans
for the workforce remaining consistently low, business
revenue over the past 6 months in 2016 also showed
negativenumbers(refertoGraph2)incomparisonwith2015

While the business revenue of 27% of respondents
remained unchanged, revenue of nearly 42% increased by
1-25%, but in 2015 same numbers constituted to 51,22%
and revenue of 50% increase has slightly increased by
only 0.38%. In 2016 many business companies declared a
decrease in revenues in total 21% in a 1%-50% decrease.

Generally, with a decrease in revenues, we usually
see a decrease in business workforce, however, given
the picture we see that investors are not in hurry
to lay off workers and stop business operations.
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BocnpusaTtue genoBoii cpeabl

MHBeCTOpbl He peLlarTcA YBEAUYUTb WU YMEHb-
LWMTb CBOW MHBECTULMK NO BCeMy Kbiprbi3cTaHy (cm.
rpadumk 3). B To Bpema Kak nepuog C UOHA No Age-
Kabpb 2015 roga BbIrAAen AOBOJIbHO MO3UTUBHO:
32% pecnoHAEeHTOB YBEAMYUAM CBOW WMHBECTULINMU
Ha 1-25% un 7% ysennumam Ha 26-50%, 34% pecnoH-
OEHTOB CAeNann TONbKO MoC/ieaoBaTebHble UHBEe-
CTUUKNK, 7% YMEHbLUINAU MHBECTULUMU Ha 1 -25% 1 5%
CHU3UAWN MHBECTULUMKN 40 26-50%.

Cutyaumsa 8 2016 rogy nobyamna 43% pecnoHAeHTOB
COXPaHUTb UHBECTULMWU B CTpaHe, 29% yBennunnu
OO0N0 UHBECTUUMN Ha 1-25%, CHUXKEeHME Mo cpaBHe-
HUIO C NpeablAyLWMM rogom noyTn Ha 3%.

byaywee wuHBectMumnii 8 2016 rogy OLEHMBANOCH
MeHee neccMmmncTnyHo, yem B 2015 roay. Mpn aTtom
TonbKo 39,10% pecnoHAEeHTOB yBEAUYUIN UHBECTU-
umn Ha 1-25%, 42% coxpaHunm Ha NpexKHem ypoBHe,
9% yMeHbLWMUAN, N TONbKO 4% He bblan yBepeHbl B
OyayLWnx naaHax.

B 2015 roay okono 26% pecnoHAeHTOB He 3HaAN Kak
noctynutb, 8 2016 rogy mbl BUAUM HEMHOrO yBe-
PEHHOCTU CO CTOPOHbI MHBECTOPOB (CM. rpaduk 4).
OAHAKO MHBECTOPbI YKa3blBAOT HA pas/inyHble dak-
TOpbI, AeCTabunmsnpyolme nx AeAaTeNnbHOCTb B pe-
cnybnuke.

graph 2: Revenues over past & months (2016)
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Business environment perceptions

Investors are hesitant towards increasing or
decreasing their investment throughout Kyrgyzstan
(refer to Graph 3). While the period of June-December
2015 has seemed vaguely positive, with 32% of
respondents increasing their investment by 1-25%
and 7% increased by 26-50%, only 34% of respondents
made steady investments, 7% decreased investments
by 1-25% and 5% decreased investments by 26-50%.

The situation in 2016 prompted almost half of
respondents to retain investmentsin the country, 29%
increased the share of investments by 1-25%, which
is still lower than in a previous year by nearly 3%.

The same decrease was visible in the range of
26-50% resulting in 2.5% decrease amounting
only to 4,76%. The increase by 100% remained
nevertheless lower than in previous 2015 year by 7%.

The future in investments in 2016 was not as
pessimistic as it was in 2015. With only 39,10% of
respondents increasing investment by 1-25%, 42%
remaining the same, 9% decreasing and only 4% were
unsure of future plansin comparison with 26%in 2015
(refer to Graph 4). Luckily, fewer investors felt hesitant
in 2016 than in 2015. Yet, investors indicate various
factors destabilizing their activity in the republic.



graph 3: investment over past 6 months
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B TeyeHne 2016 roma OGONbLIMHCTBO MHBECTO-
pOB HaZeA/NCb, UYTO YC/AOBMA MOTYT YAYYLIMUTbCH,
B YAaCTHOCTM WMHBECTULMOHHbBIA KAMMAT U A0CTyn-
HOCTb $MHAHCOB, 3aKoHOZaTesbHOe obecneyeHue,
MHHOBALUMM U TEXHONOTUM, B TO BPEMA KaK 3KO-
HOMMYECKME YCNOBUA OCTAHYTCA HEU3MEHHbIMM.
YacTMYHO HagerKabl OnpaBganncb, OAHAKO 3aKo-
HOAATENbCTBO, MHHOBALMM M TEXHONOTUM YXYALUMU-
JIUCb, @ CTOMMOCTb BU3HECa M NPO3PAYHOCTb OTYET-
HOCTM OCTaZINUCb NpPEeXHUMKU (cm. rpadukm 5 n 6).

HecmoTps Ha cyliecTByloLLIME 3aKOHbI, KOTOpbIE ce-
rogHA cosaatot bonee GnaronpuATHbIE YCNOBUA ANA
NMHOCTPaAHHbIX KOMNAHWUI, NPUMEHEHWNE 3TUX 3AKOHOB
ABNAETCA HEenoc/nefoBaTe/IbHbIM, YTO CO34aeT Npo-
61embl ANA MHOCTPAHHbIX MHBECTOPOB U CAEPKMBAET
NOTOK MHBECTULUMIN. K UncNy TaKMX NPUYMH OTHOCAT-
CAl NPaBUTENLCTBEHHbIE MEPONPUATUA, B TOM YMC/e
TpeboBaHMA 0 NnepecMoTpe onepaLMOHHbIX KOHTPaK-
TOB, MHBA3UBHbIX U ANUTENbHbIX ayAUTOPCKUX MpPo-

BEPOK, KPYyMHbIX WTPadoB U CNOPOB O AULEH3UAX.

KntoyeBbiMM daKkTopamm, HaHOCAWMMU ywepb 6y-
AYWMM MHBECTULLMOHHBIM BO3MOXKHOCTAM BGU3Heca
B Kblprbi3cTaHe, ABAAIOTCA KOppynuua B rocyaap-
CTBEHHbIX CTPYKTYPAxX U MHCMEKTUPYIOLLMX OpraHax,
N npeassatan cygebHasa cuctema. Hapagy ¢ atum,
Ha/soroBoe agMWHUCTPUPOBAHWE, Hanorosoe 6pe-
MA (BKAtOYAA HEHasNorosble NAATEXW M B3HOCHI B
COUMaNbHOE CTPaxoBaHWE) M BbICOKME MPOLEHT-
Hble CTaBKM TaK¥Ke MMEIOT HEeraTMBHOE BAMUSHME.

KoppymnupoBaHHOCTb rocyAapCTBEHHbIX SO/TKHOCT-
HbIX WL, HEXBATKA KBAMPUUMPOBAHHOIO NEPCOHa-
Na, CTOMMOCTb U A0CTyNn GUMHAHCOB, @ TAKKe camble
cnabopas3sutble NyTM coobuieHuit (aBuannHum /
aBTOMOOU/IbHbIE U  }KENe3HOAOPOXKHble coobule-
HUA) XyXKe, Yyem B LleHTpanbHOa3MaTCKOM pervoHe
B Lenom. [o3nTuBHble KatoueBble ¢aKTopbl Npu-
BE/IM K CTabuNbHOCTM OOBMEHHOro Kypca, AoCTyny
K MHdopmaunmn n HanorosbiM ctumynam. LleHbl Ha
pabouyto cuay, JOCTYN K MHPOPMALUKM, OKpyKato-
Wan cpefa U WHTEPHET-YCAYrn ABNAKOTCA NyYLIu-
MW NO cpaBHeHUto C LleHTpanbHOM A3nel B Lenom.
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During the 2016 period majority of investors gained
hope that conditions might improve, particularly
the investment climate and availability of finances,
improvement of the legislation enforcement,
and new technology on the market. In part the
hopes came to pass, yet, legislation enforcement,
innovation, and technology worsened and cost
of business and transparent accountability
remained the same, quite low (refer to Graphs 5,6).

Despite laws exist that make the investment
climate more favorable than in the past for foreign
companies. Application of these laws, however,
is inconsistent, which causes problems for and
deters foreign investors. Among such causes are
government activities, including demands for a
renegotiation of operating contracts, invasive and
time-consuming audits, large fines, and disputes over
licenses, are impediments to foreign investment.

The key factors crippling future business investment
opportunities in Kyrgyzstan remain to be the
corruptibility of public officials and inspections by
controlling agencies, as well as and biased judiciary
system. Tax administration, tax burden (including
non-tax payments and social security contribution)
and high-interest rates have a negative impact
as well and add up to slightly negative situation.

The corruptibility of public officials, lack of qualified
personnel, the general cost and availability of
finance, and underdeveloped airline/road and
rail communications are worse locally compared
to Central Asia as a whole region. The positive
key factors resulted in exchange rate stability,
access to information and tax incentives. The
cost of labor, access to information, the natural
environment, and internet facilities are better
in Kyrgyzstan compared to Central Asian scale.



Pesynbratbl onpoca, nposegeHHoro B 2017 3a
2016 rog no CpaBHEHMIO C AAHHbIMW, NpeacTas-
NeHHbIMK  uHBecTopammn B 2015 roay, AemMoH-
CTPUPYIOT POCT TONbKO B TPEX CEeKTopax: KOoHCan-
TUHI, BaHKoBCKOe Aeno u Typusm (cm. Mpaduk 7).
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B uenom, MHBECTOPbI CYMTAOT, YTO ycnoBuA 6U3-
Heca MOryT ObITb y/ayylWeHbl C Y4ETOM 3KOHOMM-
YECKUX WM3MEHEHWIN, HEeMHOro MNO3UTUBHAA KapTu-
Ha NO CpaBHEHWIO C npeablaylwmMm GUHAHCOBbLIM
rogom. WMHBECTULMOHHBIA KAMMAT MOXKeT ObiTb
yAydWeH, Kak TonbKo 6yayT co3paHbl  cyaeb-
Hble M NpPaBoOBble MeXaHW3Mbl B OTHOLUEHUU MHO-
CTPaHHbIX GOHAO0B, MU HAa MECTHOM WHBECTULMOH-
HOM pbIHKE MOABATCA YCNewHble MpeLeaeHTbl.

MHBECTOPbI OXMAAWT yNy4ylleHWe B TeyeHue cle-
ayowmnx 6 mecsaues, a MMEHHO 3KOHOMMUYEcKue
YCNOBMA W [OCTYNHOCTb (MHAHCOB, NPO3payHan
NOAOTYETHOCTb, WMHHOBALUMM U  TEXHONOTMWU  HaA
pblHKe. OpHaKo, KBAaNUMOUUMPOBAHHbLIK Nepco-
HaN U MHBECTULMOHHbIN KAUMAT ByayT NpeKHUMM.

The results of the survey conducted this year
for the period of 2016 in comparison with data
provided by the investors in 2015 demonstrates

increase only in three sectors — consulting,
banking, and tourism (refer to Graph 7).
graph 7: sectoral approach
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Overall, investors believe business conditions could
be improved considering economic developments,
slightly positive picture in comparison with
the previous financial year. The investment
climate could be improved, once judicial and
legal mechanisms regarding foreign funds are
created and precedents of successful case-
studies appear on the local investment market.

On a large scale, investors expect the conditions to
slightly improve over the next 6 months, particularly
the economic conditions and availability of finances,
transparent  accountability, innovations and
technology on the market. While market with skilled
personnelandinvestmentclimatewillremainthesame.

graph 7: sectoral approach
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”pMOpMTETbI ANA nHBecTtopos BI’IOI’ItIES |0I’ investors

3To uccnefoBaHMe AaeT BO3MOXKHOCTb ONpeaennTb
KOHKpeTHble cnabble mecta B 3KOHOMWKe Kblprbi-
3cTaHa. MpuUYKHBI, N3N0XKEHHbIE B OMPOCHUKE, MO-
MOraloT MOHATb, Kak BecTn 6usHec B pecnybnuke.
Mcnonb3ya cuctemy macwrtabuposaHnus, rae +1 (no-
NOMKUTENbHbIN 3ddeKT) Ao -2 (3dpdeKT paspylueHns)
a 0, He oTpaKkaeT HMKaKoro adpdeKkTa, o4eBUAHO, YTO
KAtoYeBbIMM GAKTOpPamMM, HaHOCAWMMHM yepb 6us-
Hec-BO3MOXHOCTAM B Kbiprbisckon Pecnybnuke as-
NAOTCA NPOBEPKM KOHTPOIMPYIOWMMIN OpraHamu m
9KOMI0rMYeCcKne Hopmbl. MouTn BCe apyrme dpakTopbl
OKa3blBAlOT HeraTMBHoe Bo3aencTeMe. Hawu mHee-
CTOPbI TaK¥Ke CYMTAIOT, YTO HEXBATKA KBaMUUMPO-
BAHHOrO NepcoHasa, a TaKXe Ha/loroBoe 6pemsa B
BMAE NiaTexeln no coumanbHomy obecneyeHuto, Ta-
MOKEHHbIX U HEHA/IOrOBbIX HA/IOFOB XY*Ke B CTPaHe, C
MCMNONb30BaHWEM LWKanbl OT +1 (HAaMHOro ny4yiwe) oo
-1 (MHoro xy:ke) ¢ 0, OTparKaloLWMM KTO Ke camoey.

Factors of business from crippling to outstanding
daxkmopsl om 8pedoHOCHbIX 00 8bI0AOUUXCA

1. Qualified Personnel
KBanuduposaHHbIii nepcoHan

2. Commercial Property
Kommepueckasa HeABUKMMOCTb

3. Dispute Resolution
PaspewieHue cnopa

4. Environmental Regulations
9konoruyeckue HMA

5. Inspections by controlling agencies
MpoBepKU KOHTPONUPYIOLMMU OPraHaMK

6. Tax burden
Hanorosoe 6pemsa

7. Tax Administration
HanoroBoe agMuHUCTpUpOBaHUe

8. Business Regulations
HMA, perynupyiowme 6u3Hec

9. Public Administration
focypapcTBeHHOE ynpaBneHue

10. Corruptibility

KoppymnupoBsaHHOCTb

KntoueBbimn 6u3Hec-bakTOpamm, KOTopble OKasbl-
BAOT NOJIOXKMUTENbHOE BAMAHWE Ha Oyaywme MHBe-
CTULLMN, ABNAIOTCA CAENKU C KOMMEPYECKON HeaBu-
KUMOCTbIO. Halwm pecnoHAeHTbl TaKKe CYMTAloT,
YTO CTOMMOCTb KOMMEPYECKON HEeABUKMMOCTH,
MHCMEKLUN KOHTPOAUPYIOLMMKU OpraHamu, 3KOJO-
rMyecKkMe HOPMATMBbI U KOPPYMMNMPOBAHHOCTb YM-
HOBHMKOB Jierye BCero pewaTb B KbiprbiscTaHe no
CpaBHEHMIO CO BCeM pervMoHom. OpHako TOT dakT,
YTO TaKMe acnekTbl MPUCYTCTBYIOT, MNO-MpPexHeMy
paccmaTpmBaeTca Kak ¢dakTop, HaHocAWMM yuepb
WHBECTULMOHHOMY K/IMMATY U SKOHOMUKE B LLE/IOM.

This survey helps shed light on aspects that cripple
the economy and business opportunities in the
country. The reasons outlined in the survey help gain
an understanding of doing business in the republic.
Using the scaling system, where +1 (positive effect)
to -2 (crippling effect) with 0 reflecting no effect, it is
evidentthekeyfactorscripplingbusinessopportunities
in the Kyrgyz Republic are inspections by controlling
agencies and environmental regulations. Almost
all other factors add up to a negative impact. Our
investors also believe that lack of qualified personnel
as well as tax burden in the form of social security
payments, customs and non-tax are the worse in the
country, using a scale ranging from +1 (much better)
to -1 (much worse) with 0 reflecting ‘the same’.

Scaling value
LLIKana oyeHKU

Comparison with CA
CpasHeHue ¢ LUA pecuoHom

(+1 to -2) (+1to-1)
-0,91 -0,23
-0,84 0,02
-0,91 -0,18
-1,04 -0,07
-1,11 0,02
-0,91 -0,28
-0,98 -0,13
-0,91 -0,13
-0,98 -0,13
-0,91 -0,07

The key business factors that have a positive to the
outstanding effect upon future investment are the
deals with commercial property. Our respondents
also believe the cost of commercial property,
inspections by controlling agencies, environmental
regulations, and corruptibility of officials are the
easiest to deal with in Kyrgyzstan, in comparison with
the whole region. However, the fact that such aspects
are present is still considered as a crippling factor for
the investment climate and the economy overall.



