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MAIN OUTCOMES AND RECOMMENDATIONS 
 

1. The recommendations of the workshop and studies prepared by the consultants are important 
and need to be operationalized and implemented through inter-agency and inter-ministry 
cooperation and coordination on the basis of an integrated holistic development framework or 
strategy covering the next 20 years, including national level and regional plans of action to 
improve national productivity and competitiveness, involving also local governments, relevant 
parliamentary committees, free economic zones and industrial parks. 

2. The attraction of FDI should be based on core sustainability principles and indicators while the 
laws and regulations should emphasize balance between investor and host country rights and 
obligations. UNCTAD’s Investment Policy Framework for Sustainable Development and 
Global Action Menu for Investment Facilitation provide useful guidance in this regard. In this 
context, the conclusion and implementation of stabilization agreements also need to be 
reviewed to make them more balanced. 

3. Public-private partnerships (PPPs) can be good mechanisms to attract sustainable FDI as long 
as they are based on mutual trust, rule of law and clear division of labour and risk sharing 
between the public sector and involved private sector companies. 

4. National level efforts need to be taken to improve investor-state dispute settlement and 
investment facilitation to prevent disputes from arising in the first place. Local governments 
play an important role in these efforts. 

5. While the attraction of new greenfield investment is important, re-investments by existing 
investors in the country should also be encouraged. For every investment project, high quality 
feasibility studies should be prepared including social and environmental impact assessments. 

6. The most important issues/obstacles to attracting high quality FDI to the country identified by 
the workshop were: (a) corruption; (b) poor infrastructure; (c) weak institutional capacity; (d) 
geographical isolation due to landlockedness and small market; (e) underdeveloped legal 
framework and poor enforcement of the law; (f) excessive bureaucracy and red tape; (g) 
conflicts between foreign investors and local communities; (h) frequent changes of 
government. Other issues highlighted was the low confidence of investors in the government, 
the high level of interference of law enforcement officials in FDI projects and the absence of 
access to long-term financing for foreign investors. 

7. The role of local governments in attracting and facilitating FDI should be duly recognized in 
the law and local government should be involved in national investment policymaking, in 
particular with regard to attracting investment in their respective regions. Some functions 
regarding FDI attraction and approval, including licensing, could be decentralized to the local 
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governments while national and local regulations affecting FDI should be strengthened, in 
particular with access to land and land distribution at the provincial/municipal level 

8. Investment promotion should be targeted to attract those investors who have a good reputation 
with regard to adopting and implementing internationally recognized standards and principles 
of responsible business conduct and corporate social responsibility in a few selected sectors 
where the country has clear existing or potential international competitive advantages. 
Internationally recognized principles and standards for RBC include the UN Global Compact 
principles, UN principles on business and human rights, OECD Guidelines for Multinational 
Enterprises, ILO labour conventions, ISO 26000 standard, Global Reporting Initiative, Equator 
principles for project finance, Extractive Industries Transparency Initiative, among others. 

9. Both foreign direct investment and domestic investment should be promoted on an equal basis 
and treated on a non-discriminatory basis as is currently the case. Promotion of local 
investment requires skills development and investment in local resources. The establishment 
of a business ombudsman is a good beginning but political will is required to create an excellent 
domestic business climate. 

10. The Investment Promotion and Protection Agency (IPPA) needs enhanced authority and 
resources established by law to be a credible agency to promote, attract, facilitate and monitor 
all FDI projects in the country with offices at regional level and the authority to coordinate 
among all ministries and other relevant government agencies. The IPPA should also have an 
investor ombudsman office or investor services centre that caters exclusively to the queries, 
needs and concerns of foreign investors. 

11. IPPA needs to take efforts to show the benefits of FDI at all levels, including in the provinces 
and regions and promote the greater use of local inputs and people in FDI projects. 

12. Investment promotion and export promotion are two very different activities targeting different 
stakeholders and requiring different skills. Ideally, the two activities should be dealt with by 
separately by different agencies. Similarly, agencies involved in investment policy (i.e. 
Ministry of Economy and others) should not be involved in investment promotion (role of 
IPPA) while investment regulation is normally done by legislative bodies, i.e. Parliament and 
its committees. 

13. The country needs to undertake a cost-benefit analysis of FDI projects to assess the net benefits 
to the country. In this regard, the development of sustainable FDI indicators is an important 
step in the right direction but such indicators need to be further refined with clear benchmarks 
to make them effective, practical and measurable based on available data. 

14. The need for sectoral sustainable FDI indicators should be reviewed on relevance and 
practicality. It should also be clear who does the collection of data, measures the indicators, 
how often, and what is to be done with this information and who will have access to this 
information. 

15. The most important indicators identified by the workshop are: (a) contribution to GDP (at least 
0.5% of investment capital); (b) contribution to employment (at least 60-80% of workforce is 
made up of locals depending on the size of the project); (c) environmental impact/extent of 
contamination, e.g. amount of money spent to mitigate air pollution (1-5% of investment 
capital); (d) transfer of technology and training provided; (e) social impact (positive impact 
requires at least 1% of profit invested for social causes); (f) contribution to improving living 
standards (based on consumption indicators – to be worked out); (g) transparency of 
investment operations as measured by frequency and contents of progress reports of investment 
operations, including report on environmental and social impact. 
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16. Indicators should also measure environmental harm and cover issues such as technology and 
knowledge transfer and contribution to innovation while all proposed benchmarks should be 
consistent with existing legislation. Indicators should also cover the development of the digital 
economy, financial sector development, infrastructure development, services, and 
water/renewable energy issues to the extent possible. Indicators could also cover gender 
equality and energy efficiency. 

17. There are concerns that the use of indicators may discourage FDI and undermine company 
reputation. It would also involve greater costs and longer time to approve investment projects 
in particular if such indicators are included in feasibility studies. However, long-term 
sustainability is of greater value to the country than short-term financial gain.  

18. It is recognized that the collection of appropriate, accurate and reliable data for measuring the 
indicators may be problematic. There is also the issue of objectivity and attribution. For that 
reason, the choice of indicators needs to be realistic while data collection needs to be improved 
on a cost-efficient basis, involving local governments to the extent needed. Issues such as 
responsible business standards should be part of investment promotion from the early stages 
and be part of tenders to foreign investors for projects.  

19. An important indicator of contribution of FDI to sustainable development is the impact on 
domestic small- and medium-sized enterprises (SMEs), including effective linkages between 
SMEs and foreign investors which would help SMEs effectively integrate into global value 
chains. However, for that purpose, the government needs to develop a holistic and integrated 
strategy for private sector development with focus on SME development. Such a strategy 
should include measures to formalize SMEs operating in the informal sector, channel 
remittances to SME development rather than to consumption and non-productive construction 
and include measures to optimize sustainability in conformity with the country’s SDG strategy. 

20. Free Economic Zones (FEZs) are a potentially useful mechanism to attract FDI and develop 
SME clusters but they need a vision with clear objectives outlining what is their purpose and 
what is expected from them. Ideally such zones should be linked to trade logistics centres and 
transport corridors and provide excellent infrastructure which is often not the case. The 
governance structure of FEZs is also an issue as it involves the central government, local 
government, FEZ administration boards, and other stakeholders, including operators and 
tenants. Ensuring the sustainability of FEZs is also important. 

21. FEZs need to be demand-driven, conform to international standards and can be sector-focused 
as each sector has specific infrastructural and other support needs. To make FEZs work 
requires political will and policy consistency. Priority sectors for FEZs could be the agro-
industrial sector, high-tech focusing on IT, and textiles and garments such as the proposed 
Technopolis, but intentions should be translated into action. Most importantly, FEZs need to 
be aligned with competitive advantages of each region and be open to both foreign and 
domestic enterprises. FEZs should be developed and operated on the basis of a clear legal 
framework and participation rules and attract investors through incentives other than financial 
ones such as priority access to and use of land. They should provide proper and adequate 
information to investors on well-developed websites in a transparent manner in English and 
other investor languages, in particular with regard to available infrastructure, services, 
including leisure and social services such as schools and health care facilities, and benefits that 
investors can expect from locating in FEZs.  

22. FEZs should be linked to and integrated into the Eurasian Economic Union and its customs 
union.  
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23. SMEs are the backbone of the Kyrgyz economy, but many operate in the informal sector, do 
not pay taxes and do not receive adequate financial and technical assistance. Those operating 
in the formal sector are subject to cumbersome taxes and bureaucratic registration process 
which is not available online. SMEs often cannot afford higher salaries to get higher quality 
workers and have problems with working capital management. They suffer from erratic power 
supply and lack of market information. In particular, their products often do not meet 
international standards. The Government needs to address these issues and identify priority 
areas for SME development, such as tourism, services, textiles and garments, agro-processing 
and IT.  

24. A business ombudsman for SMEs has been established but the role of this person/office and 
how to facilitate access by SMEs to receive his services needs to be clarified. While the 
intention is to establish entrepreneurship advisory service centres throughout the country, the 
role of these centres needs to be clarified as the Government is usually not able to provide 
efficient and useful services for SMEs. Therefore, it is better that such services are provided 
by private sector-led sector Business Development Services (BDS) Centres. The Government 
needs to facilitate the establishment of BDS centres by providing the required policy and 
regulatory framework. 

25. There is no active programme in Kyrgyzstan to link SMEs with foreign investors. Such a 
programme based on a database of local parts, components and services providers should be 
established in and operated by the IPPA. There are some best practices in the region that could 
be studied for this purpose, in particular in Malaysia and Thailand. 

26. Kyrgyzstan operates single windows for entrepreneurship and trade but there is scope to make 
these facilities operational and more effective. A separate website for business registration 
should be established and be included in UNCTAD’s global directory of business registration 
websites (Ger.co). 

27. It is recommended that Kyrgyzstan actively promotes SME clusters, particularly within FEZs. 
No separate law on clusters is required. For clusters to function well, they need to be based on 
the following principles: (a) they need to be market- and demand-oriented and engage in active 
marketing; (b) the development of clusters needs to be private sector-led and based on business 
interest, not forced by the Government (bottom-up); (c) clusters should involve technology 
leaders; (d) government should provide incentives and conducive business climate for clusters 
based on a clear plan (top-down); (e) local government role in developing clusters should be 
clear; (f) awareness needs to be created on the benefits of clusters; (g) the establishment of 
cluster brokers should be considered, while business development services aimed at clusters 
should be developed, ideally led by the private sector; (h) clusters should start small and 
gradually develop in size and quality. 

28. Trade logistics centres have been set up throughout the country but their purpose is not always 
clear. They suffer from lack of adequate infrastructure, access to multi-modal transport 
facilities, proper warehousing and lack of coordination among involved government agencies. 
There is no formal registry. While regulations on TLCs have been proposed they have not yet 
been adopted by the Government. In order to enhance the efficiency and purpose of TLCs it is 
recommended that: (a) the number of TLCs be reduced, their purpose clarified, and that they 
are only established in areas which have clear need for them with proper access to multi-modal 
transport corridors linking the country to international markets; (b) the development of TLCs 
should be led by the private sector and market forces, not on the basis of top-down approach 
by the Government; (c) TLCs should be developed as dry ports and transit centres to facilitate 
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international trade; (d) TLCs should be linked to and established close to SME clusters and 
FEZs or as part of FEZs and in other strategic locations. 

29. While the patent system has helped the development of SMEs, the implementation is not 
always transparent, and many SMEs do not pay taxes which undermines the ability of the 
Government to mobilize resources for the development of infrastructure for SMEs. Therefore, 
the patent system needs to be rationalized or be replaced by a common transparent and simple 
business profit or income tax subject to deductibles with incomes lower than a certain threshold 
being exempt from any taxes. 

30. All businesses operating in the formal sector, from small to large, should be subject to regular 
audits and conform to international accounting and auditing standards.  

 
 
  These recommendations are in addition to the recommendations contained in the studies 
prepared by the consultants Mr. Nurmambet Toktomatov on sustainable investment indicators and 
Ms. Savia Hasanova on strengthening competitiveness of SMEs in Kyrgyzstan. The 
recommendations contained in these studies are important and need to be implemented to the 
extent possible. The studies (in English and Russian language) and all presentations made at the 
Workshop are available at: https://www.unescap.org/events/national-workshop-investment-and-
sme-development-kyrgyzstan. 
 
  From ESCAP side, follow-up action and technical assistance can be provided upon the 
request from the Government. In particular, ESCAP can: (1) organize a training workshop for 
investment policymakers and investment promotion officials at national and local level on 
attracting, promoting and facilitating FDI for sustainable development of 3-5 days duration; (2) 
help the Government set up an online business registration facility; (3) help in the implementation 
of any of the recommendations made by the Workshop. Kyrgyzstan is advised to continue playing 
an active role in the Asia-Pacific FDI Network established and managed by ESCAP. In the 
meantime, the following two publications are useful and are currently being updated: 
 

(1) Handbook on Policies, Promotion and Facilitation of Foreign Direct Investment for 
Sustainable Development in Asia and the Pacific 
(https://www.unescap.org/sites/default/files/FDI%20Handbook-low.pdf); 

(2) Policy Guidebook for SME Development in Asia and the Pacific 
(https://www.unescap.org/sites/default/files/0%20-%20Full%20Report_7.pdf). 

 


