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ROPPYMIUPOBAHHOCTb YYHOBHUKOB
CIIEP}KMBAET MHBECTHLIMOHHLIE BOSMOMHOCTU KbIPTbISCTAHA

Results of survey conducted among the IBC member companies:

GORRUPTIBILITY OF PUBLIC OFFICIALS

HINDERS INVESTMENT OPPORTUNITIES IN KYRGYZSTAN

Temupbek Axbikynos, [keccuka LWnoccep u
MaspuM MaTtkynosa

Mpexge BCero, Mbl Bblpaxaem Myb6OKyO NpPU3HaTENbHOCTb
MHBecTOpaM M 3Kcneptam B obnactn 6usHeca, KoTopble
NPUHMMann yyactne B Hawwem onpoce aetom 2015. 310T onpoc
6bI1 NpoBeseH Ha 48 NpeanpuATUAX, NPEACTaBAAIOLWNX OKOJO
$48 MAH. wHBecTMUMIA B KbiprbisctaHe; 27% pecroHAeHTOB

NONMHOCTbIO  ABAAKOTCA  OTe4YeCTBEHHbIMWU  MHBECTOpaMun U

duHaHcupytotcs B cTpaHe; 73% KOMMNaHWin UMeNN MHOCTPaHHble
WHBECTULIMN M3 paja CTpaH, B OCHOBHOM U3 BennkobputaHuu
(22%), Poccun (12%), Kazaxcrana (10%) n CLUA (7%).

PesynbTaThl nccnefoBaHnA

npeacTaBaAoT LUNPOKWUIA

CNEeKTp OTpacnell MPOMBIWNEHHOCTY, BKAKOYAA KOHCANTUHT
(26%),

nckonaembix (16%) 1 posHmMuHyto 1 ontosyto Toprosato (10%).

M npodeccroHasbHble  ycayrun J06bIUy  MOJE3HbIX

Hawwmn pecnoHaAeHTbl COBMECTHO BbIMJaTUAN npaBuTe/IbCTBY

Kbiproizctaa 6onee $855 MaH. B Buae Hanoroe (81%) u
coumanbHbix Bbinaat (15%) Tonbko B TeueHMe noOcCNefHUX 6

MecsLIeB.

Nosepue nHsectopos

Heckonbko katOueBbIX MOKasaTeNel  CBUAETENbCTBYHOT O
cepbesHOl yTpaTe JOBepus WHBECTOPOB B Ou3Hec-cpeje
KbipreidctaHa. B 1o Bpema kak 31% pecnoHAEHTOB MAaHMPYHOT
YBENNUUTD LUTAT CBOWUX COTPYAHMKOB Ha 1-25% B Banxaiiumne 6
MecsLeB, 50% pecnoHAEHTOB MAaHMPYHOT COXPaHUTL CBOW LITAT
6e3 n3ameHeHuii, 15% 6b1M He yBepeHbl B ByayLmx naaHax, u 5%
NAaHUPYIOT COKPaTUTL LWITAT bonee yeM Ha 50%.

Hecmotpa Ha TO, 4TO nnaHbl MO COTPyAHMKAM OCTaloTCA
CTabUNbHO HU3KUMW, Joxoabl BM3Heca 3a nocneaHne 6 Mecaues
yBenmumance. B 1o Bpema kak y 27% ONPOLUEHHbIX AOXOAbl
OCTannCb HensMeHHbIMY, 34% yBeanumam nx Ha 1-25% v B 10%
KOMMaHWA BbIPOCAW 3HaUYUTENBHO - Ha 26-50%. Tonbko y 18%

OMpPOLUEHHbIX 4OXOAblI CHU3UANCL Ha 1-25%.
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Temirbek Azhykulov, Jessica Schlosser and Meerim
Matkulova

First let us convey our deepest gratitude to the investors and
business professionals who took part in our summer 2015 survey.
This survey was completed by 48 businesses, collectively repre-
senting approximately $48 million USD in investment within Kyr-
gyzstan. 27% are solely owned and funded within Kyrgyzstan, and
73% have foreign investment sourced from a number of coun-
tries the major of them being: the United Kingdom (22%), Russia
(12%), Kazakhstan (10%), and the USA (7%).

These survey results also represent a wide range of industry sec-
tors, including: consulting and professional services (26%), min-
ing (16%) and retail and wholesale trade (10%).

Our respondents have collectively contributed more than $85.5
million USD to the Kyrgyz government in the form of tax (81%)
and social security payments (15%) over the past 6 months alone.

Investor confidence

There are several key indicators proving the severe lack of inves-
tor confidence in Kyrgyzstan's business environment. First, while
31% of respondents were planning to increase their workforce
by 1-25% over the next 6 months, 50% of respondents plan to
keep their workforce consistent, 15% were unsure and 5% plan to
decrease their workforce by over 50%.

Despite plans for the workforce remaining consistently low, busi-
ness revenue over the past 6 months indeed increased. While
the business revenue of 27% of respondents has remained un-
changed, revenue of 34% has increased by 1-25% and revenue
of 10% has increased by a massive 26-50%. Revenue of only 18%
has decreased by 1-25%.




MHBECTULIMM CETOAHA
INVESTMENT NOW

Kak npaBuno, c poctom f0X0A0B B NaaHax 6u3Heca HabarogaeTcs
TEHAEHUMA YBENNYNTD MEPCOHaN 1 pacluMpuTb NPOU3BOACTBO /
npoAaxu B ganbHewnwem (cM. rpaduk 1).
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Graph 1

Hecmotpa Ha cobbitvs 2010 roga, KOTOpble HaHecAM YpPOH
aoxogam go 2012 roaga, npeanpuaTMa COXpaHWUAW CBOW MJaHbI
Mo yBE/WYEHUIO LITaTa COTPYAHWKOB, TEM CaMbIM MOMOras
KblprbiactaHy — n3bexaTb  KaTacTpopuueckoh  Aenpeccuu,
BbI3BaHHOW BbICOKMM YypoBHeM 6e3pabotuupl. Xota B 2014
roAy 3TOT MO3UTUBHBIA HacTPON MCNapUACA, Tak Kak KOMMaHuu
NAaHWPOBaNN COXPaHUTb CBOW MepCoHan Npu pocTe JOXOZOB.
JTO CBUAETENbCTBYET O 3HauWTeNbHOM MoTepe JoBepus K
3KOHOMMKe, TaK Kak npodeccroHanbl MUHWMWU3MPOBAAN CBOU
KpaTKOCPOUHble pPacxoAbl (3apaboTHyto naaty) M MPUHAAM
no3numio "nojoxaaTb M MOCMOTPETL”, KOTOpas NpenATcTBOBana
MPVHATUIO WMHBECTULMOHHbBIX PELLIEHWUA, UTO MOXHO CBf3aTb
C MONUTUYECKON HEOMNPEeAEeNEeHHOCTbIO BBUAY MPEACTOABLUNX

BbI6OPOB.

Haw nocnegHuii onpoc oOTpaxkaeT HEeCKOJbKO MO3UTUBHbIX
M3MEHEHWI, TaK KaK AOXOAbl PacTyT C NAaHaMu Mo YBEANYEHUIO
cBoe/l paboueill Cubl, OAHAKO MO-MpPEXHEMYy CyllecTByeT
60/1bLLIOV Pa3pbiB MEXAY OXMAAEMbIMU AOXOAAMU U TPYAOBLIMU

pecypcamu.

B-TpeTbux, ACHO, UTO MHBECTOPbI HE PELUAOTC Ha yBenyeHune
WAN yMeHblUueHne cBOMX WHBecTUUMi B KbiprbidctaHe. B 1o
Bpemsa Kak nociefHve 6 MecAueB MNokasann HebosbLyto
NONOXKMUTENbHYIO TeHAEeHUMIO - 32% pecnoHAEHTOB yBEANYMAN
NHBeCTMUMM Ha 1-25% 1 7% onpolueHHbIX - Ha 26-50%, B TO e
BpeMs Y 34% pecrnoHAeHTOB COKpaTUAWUCL MocaefoBaTe/bHble
NHBECTULUMW. Y 7% OHW CHU3MANCL Ha 1-25% 1y 5% - Ha 26-50%.
MnaHbl HaWwWx PecroHAEHTOB Mo  OyayliMM WMHBECTULMAM
NecCMMUCTUYHBL: 22% MAaHMPYIOT yBeAnumnTb nx Ha 1-25%, 31%
He MAaHWpyoT n3MeHeHur, 10% cHm3AT Ha 1-25%, a 26% He

yBepeHb! B ByayLUMX naaHax.

Typically, with an increase in revenue we would see an increase in
business’ plans to increase their workforce and expand produc-
tion/sales further (refer to Graph 1).
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Despite the revolution in 2010, which crippled revenues until
2012, businesses maintained their plans to increase their work-
force, thereby assisting Kyrgyzstan to avoid a catastrophic de-
pression caused by high unemployment. But in 2014 this posi-
tive sentiment evaporated as businesses planned to keep their
workforce consistent while revenues continued to increase. This
reflects a significant loss of confidence in the economy as profes-
sionals minimize their short term costs (wages) and adopt a "wait
and see” attitude, halting investment decisions in the interim.
This could be associated with the political uncertainty of upcom-
ing elections. Our latest survey reflects a slightly positive change
as revenues are increasing with plans to increase the workforce;
however a large gap still exists between revenues and workforce
expectations.

Third, it is clear that investors are hesitant towards increasing or
decreasing their investment within Kyrgyzstan. While the past 6
months have seemed slightly positive, with 32% of respondents
increasing their investment by 1-25% and 7% increasing 26-50%,
34% of respondents have made only consistent investments, 7%
have decreased investments by 1-25% and 5% have decreased
investments by 26-50%.

Our respondents’ plans for future investment is pessimistic - with
22% increasing investment by 1-25%, 31% remaining consistent,
10% decreasing investment by 1-25%, and 26% are unsure of fu-
ture plans.
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BocnpusaTtue nenogoit cpeabl

Wcrnonb3ys cnegytollyto cucteMy MaclitabupoBaHus, rpaduk
2 oTpaxaeT BOCMPUATME HALUMX PeCrnoHAEHTOB TOro, Kak
onpegeneHHble yCAOBUS BeAeHMA Ou3Heca W3MEHWANCb 3a 6
MecsLeB (co BTopoli noaosuHbl 2014 rosa 40 nepBoro noayroamns

2015 r.):
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Business environment perceptions

Using the following scaling system, Graph 2 reflects our respon-
dents’ perceptions of how certain business conditions have
changed over the past 6 months (from second half 2014 to first
half 2015):
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ECONOMIC CONDITIONS / 3HOHOMM|ECKYE YC/I0BUA

INVESTMENT CLIMATE / UHBECTHLIMOHHBI KJMMAT

LEGALIZATION ENFORCEMENT / UCMOJIHEHWE 3AKOHOAATE/ILCTBA
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Y /TIPO3PA YETHOCTb

B uenoM WHBeCTOpbl CUWTAKOT, YTO YC/IOBUA A/ Pa3BUTUSA
6u3Heca CerofHA HaxoAATCA B JuarasoHe MeXJy «OCTatoTCs
HEeN3MEHHbIMW» N «CTAHOBATCS HEMHOTO Xy>Xe» MO CPaBHEHMIO C
LLECTbHO MECALLAMUN pPaHee, B YaCTHOCTM, 3TO YXyALUeHWe focCTyna
K dMHaHCaM 1 MHBECTULMOHHOIO KAMMaTa.

Kak npaBuno, MHBECTOPbI CUMUTAOT, UYTO BONBLUMHCTBO YCIOBUM
Ans busHeca OyaeT yxyalaTbCs B TeUEHUe CeAyHoLMX LEeCTH
MECALIEB, BKJ/OYAs WHBECTULMOHHBIA KAUMAT U Hajauuuve
¢buWHaHCOB, B TO Bpems Kak WHHOBAUMW W TexHonorum 6yayT

OCTaBaTbCA HEU3MEHHbIMU NN HEMHOIO yay4dluaTtca.
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Overall, investors believe business conditions today range be-
tween remaining consistent and becoming slightly worse com-
pared to 6 months ago, particularly worsening in the availability
of finance and in the investment climate.

Generally, investors believe a majority of conditions will worsen
over the next 6 months, particularly the investment climate and
availability of finance, while innovation and technology will re-
main unchanged or increase slightly.
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MpuoputeTbl ANA UHBECTOPOB

370 nccneoBaHVe AaeT BO3MOXHOCTb ONPEAENUTb KOHKPETHbIE
cnabble MecTa B 3kOHOMMKe KbiprbizcTaHa.

Mbl O6HOBUAW Hall OMPOC, YTOGbI MOJYYUThb MpeACTaBAeHne

O BAUAHWM onpefeneHHbix GakTopoB Ha  AeATeNbHOCTb
6un3Heca B Kbiprbi3cTaHe, a He NMPOCTO KOHCTAaTUPOBaTb Balln
npob6aemsl, CBA3aHHble € 3STUMK dakTopamu. icnonb3ys cuctemy
MacwTtabvpoBaHus B AvanasoHe +2 (Bblaarowmincs adpdekt) o
-2 (BpesoHOCHbIN 3ddekT), n 0 (HUkakoro apdekra), 0UeBUAHO,
UTO KJKOYEBBIMU  dakTOpaMy, HeraTMBHO BAWAIOWWMK  Ha
WHBECTULIMOHHbIE BO3MOXHOCTM B KbIprbi3ctaHe, sABAAOTCSA

KOPPYMMUPOBAHHOCTb  FOCYAAPCTBEHHBIX ~ UYMHOBHWKOB U
NPOBEPKN KOHTPOAVPYIOWMMM OpraHamu, B TO BpeMms Kak
rocysapcTBeHHOe ynpas/ieHWe VMeeT HeraTUBHble NocaesCTBU.
WHTepecHo, 4TO HalwM WHBECTOPSI

Tak>Xe CUMUTakoT, 4TO

KOPPYMMUPOBAHHOCTb  JOMKHOCTHbIX Any, B KbiprbizctaHe
Aaxe xyxe, yem B LleHTpasbHOa3aTCkOM pernoHe B LIENOM.
VMcnonb3oBaHa wkana B npegenax ot +1 (HamMHoOro siyywe) o -1

(xy>xe), n 0 - Tak xe.

KntoueBbiMy  dakTopamu Ans 6GM3Heca, OT MOJOXWUTENBHOTO
40 Bblgatowerocs 3dodekTa MHBECTULMOHHBIX BO3MOXHOCTEW,
ABAAIOTCA JOCTYNHas CTOMMOCTb TPYAa, BbLICOKWMIA CMpOC Ha
MPOAYKTbI U YCAYrA Ha MECTHOM YPOBHE, TeNeKOMMYHWKaLK
W VHTepHeT-ycayri. Halm pecrioHAeHTbl Takxke CYUTatoT, YTo
CTOVMMOCTb paboyeli Cusbl, JOCTYN K MHPOPMALIMK, OKpy>KatoLLast
cpesa v CBA3b U UHTepHeT-ycnyrn B KbiprbiacTaHe ayulie no
CPaBHEHUIO C APYTMU cTpaHamu pernoHa. OAHako, He3aBUCMMO
OT BbICOKOTO CMPOCa Ha NPOAYKLIMKO U YNy Ha MECTHOM YPOBHE,
OHU TMO-MPEXHEMY CUMTAOTCA 3[eCb XYXe MO CPaBHEHWIO C
LieHTpanbHoOM A3ueii B Lies oM.

Factors of business from crippling to outstanding
(OaKTopbl OT BpeJJ0HOCHBIX /10 BbIAAIOLNXCA

Priorities for Investors

This survey provides the opportunity of ascertaining specific
weaknesses in the Kyrgyz economy. For this reason, we have up-
dated our survey to gain an understanding of the effects certain
business factors have upon your operations in Kyrgyzstan, not
simply your concerns surrounding these factors. Using a scaling
system ranging from +2 (outstanding effect) to -2 (crippling ef-
fect) with 0 reflecting no effect, it is evident the key factors crip-
pling future business investment opportunities in Kyrgyzstan are
the corruptibility of public officials and inspections by controlling
agencies, while public administration has a negative impact also.
Interestingly, our investors also believe the corruptibility of public
officials is substantially worse locally compared to Central Asia as
a whole, using a scale ranging from +1 (much better) to -1 (much
worse) with 0 reflecting “the same”.

The key business factors that have a positive to outstanding
effect upon future investment opportunities are the affordable
cost of labour, strong demand for products and services locally,
and telecommunications and internet facilities. Our respondents
also believe the cost of labour, access to information, the natural
environment, and telecommunications and internet facilities are
better in Kyrgyzstan compared to Central Asia generally; however,
regardless of the strong demand for products and services local-
ly, it is still considered worse compared to Central Asia as a whole.

Bonee noppobHbIA TEKCT MccneaoBaHUA [OCTYNeH Ha canTte
MAC: www.ibc.kg
More detailed text of the survey is available at: www.ibc.kg

Scaling value Comparison with CA
Llikana oueHku CpaBHenue c LIA pernoHom
(+2t0-2) (+1to-1)

Corruptibility of public officials
Koppymnwposauuocrh rocyfapCcTBeHHbIX Y4HOBHMKOB

Inspections by controlling agencies
n KOHTJ

L Py P

Public administration
TocypapcTBeHHoe ynpaBnenue

Availability of qualified personnel
H ¢ nepcoHana

Availability of dispute resolution
Bo3MoXHOCTb pa3peluenus cnopos

Tax Burden
HanoroBoe 6pema

Tax administration
HanoroBoe apmuHUCTpUpOBaHUe

Business regulations
HIA, perynupytowme 6usHec

Availability of commercial property
Hanuume Kommepyeckoi HefIBIKUMOCTH

Environmental requlations
Jkonornyeckue HIIA

-1.4
-1.4
-1.2
-0.6
-0.6
-0.4
-0.2
-0.2 — 0
-0.2 -0.06
0 — 0

-0.34
-0.06
-0.06
-0.06
-0.17

0.09
-0.09

51



