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INTRODUCTION 

The concept of “sustainable FDI”: “commercially viable investment that makes a 
maximum contribution to the economic, social and environmental development of host countries 
and takes place in the framework of fair governance mechanisms.”– Karl Sauvant, 2017.1 

Foreign direct investment (FDI) is considered by many economists, academics and 
governments of developing countries as a key variable in boosting economic growth. However, 
increased economic growth does not always reflect the inclusiveness and sustainability of 
development and address sustainable development issues. Nowadays, developing countries are 
more aware of the need to attract sustainable FDI, which would have a multiple effect on 
development along the four dimensions of sustainability: economic, social, environmental and 
governance. These four dimensions highly correspond with Kyrgyzstan’s commitment to achieve 
the 17 Sustainable Development Goals (SDGs).   

Kyrgyzstan needs to mobilize resources to achieve the main SDG targets and, in this regard, 
the attraction of sustainable FDI is an adopted strategy as reflected in the country’s National 
Sustainable Development Strategy 2040 (NSDS). In order to ensure that FDI is indeed sustainable, 
i.e. contributes to achieving the development goals as contained in the Strategy, there is a need to 
identify the relevant sustainability characteristics of FDI that need to be converted into to 
measurable indicators.  

The objective of this study is to identify and develop comprehensive general and sectoral 
FDI sustainability indicators for Kyrgyzstan. General indicators will be defined along four 
dimensions: economic, social, environmental and governance. Sectoral indicators will be 
developed for six sectors of the economy that are presently and potentially attractive for FDI. 

The outline of the study covers the following issues. In the first chapter, a brief overview 
of the FDI situation in the country is provided consisting of trends, dynamics over the last decade 
and sectoral and source country distribution of FDI, and an overview of the regulatory framework 
for FDI and overall investment climate. 

The second chapter will compile and analyze a consolidated list of existing sets of 
international investment sustainability criteria and their relevance for Kyrgyzstan along the four 
dimensions. The general FDI sustainability indicators will be adjusted to the country’s 
development priorities. 

In the third chapter, the list of relevant and measurable general indicators will be expanded 
to sector-specific weighted sustainability indicators. The indicators will be developed for the five 
strategic sectors: apparel, agribusiness and processing, mining, power industry, and tourism. 

In chapters 4 and 5 key challenges to achieving the SDGs and current obstacles to effective 
implementation of the sustainability indicators are discussed. The study concludes with specific 
conclusions and recommendations for the Government of Kyrgyzstan on establishing a set of 
measurable FDI sustainability indicators. 

  

                                                             
1 Karl P. Sauvant and Howard Mann, “Towards an indicative list of FDI sustainability characteristics” (Geneva:  
ICTSD and WEF, 2017), p. 2. 
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CHAPTER 1 

 AN OVERVIEW OF THE FDI SITUATION IN KYRGYZSTAN 

1.1. Trends in FDI in Kyrgyzstan over the last decade 

Foreign direct investment (FDI) is a key tool for solving the strategic development problems 
of any country. World practice proves that FDI is the largest source of external financing for 
developing countries. FDI accelerates the formation of fixed capital, contributes to the 
normalization of the balance of payments, creates new jobs, increases productivity, transfers 
technologies and skills, increases export opportunities and ensures long-term economic growth. 

 
As a result, one can observe increasing competition among countries for FDI over the past 

decades, driven by globalization and inter-country technology gaps. Governments around the 
world are spending significant financial resources to attract investors in the hope that they will 
help accelerate domestic economic growth by creating new business units, modernizing production 
facilities, and training personnel to increase productivity, technical and managerial knowledge. 

 
However, developing countries tend to face challenges to creating an attractive investment 

climate for a number of reasons, including an underdeveloped domestic market, lack of quality 
infrastructure, high level of corruption, political instability, low level of protection of intellectual 
property rights, an imperfect judicial system, etc.  

 
Against the backdrop of a global decline in investment in the world, Kyrgyzstan also 

experienced a sharp decline in FDI inflows between 2015 and 2017. However, in 2018, the volume 
of FDI increased by 38% (or by US$235 million) and amounted to US$851, 7 million. (figure 1). 

 
Figure 1. Dynamics of FDI for last decade of 2008-2018, Kyrgyzstan 

United States dollars  
 

 

Source: National Statistics Committee of the Kyrgyz Republic, http://stat.kg/en/statistics/investicii.  

In the regions at subnational level, the inflow of investments is unevenly distributed. This 
occurs due to the interests of multinational enterprises (MNEs) in mining and manufacturing 
industry present in some regions, many of which were established during Soviet times. 
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In 2018, Bishkek accounted for the largest share of FDI inflows to Kyrgyzstan, making up 
43% of the total (or $367 million), while the smallest inflow of FDI was observed in the city of 
Osh at 0.01% of the total volume (US$0,022 million).2 

With regard to sectors, FDI inflows in 2018 were distributed as follows: processing 
industries - 45%; professional, scientific and technical activities - 17%; mineral extraction - 11%; 
construction – 9%; financial intermediation and insurance - 6%; information and communication 
- 6%; wholesale and retail trade – 4%; other activities – 2% (figure 2). 

Figure 2. Sectoral distribution of FDI in Kyrgyzstan by sector, 2018 

 (United States dollars; share in %)  

 

Source: National Statistics Committee of the Kyrgyz Republic, http://stat.kg/en/statistics/investicii. 

For the period 2008-2018, the structure of FDI by type was dominated by other investments 
(loans received from non-residents, trade loans) at US$540 million (63,4%). Reinvested earnings 
amounted to US$207,4 million (24,3%) while equity capital accounted for US$104,3 million 
(12,2%). (figure 3). 

 

 

 

 

 

 

                                                             
2 National Statistics Committee of the Kyrgyz Republic, 2019, http://stat.kg/en/statistics/investicii/ 
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Figure 3. Structure of FDI by type for 2008-2018, Kyrgyzstan 

United States dollars  

 

Source: National Statistics Committee of the Kyrgyz Republic, http://stat.kg/en/statistics/investicii/ 

With regard to FDI by source, in 2018 the largest inflow of FDI came from China at US$ 
338 million, which is 39% of the total inward FDI inflow amount. 

Other important investor countries in Kyrgyzstan are (with 2018 figures) the Russian 
Federation – US$ 124.4 million (14,6%), Turkey - US$ 93.5 million (11%), Netherlands - US$ 
57.3 million (6,7%), Kazakhstan - US$29.4 million (3,5%), the United Kingdom – US$27.4 
million (3,2%),  and Switzerland - US$ 19.4 million (2,3%) (table 1).3 

Table 1. FDI allocation by home countries 2011-2018, Kyrgyzstan 

     United States dollars (thousands) 

Items 2011 2012 2013 2014 2015 2016 2017 2018 
        

 
Russian 
Federation 18,693 25,445 69,817 60,400 515,488 291,538 98,621 124,361 

China 149,602 141,172 468,337 221,646 474,412 301,303 303,025 338,093 

Canada 445,501 132,978 104,822 183,510 130,251 118,893 4,591 98,439 

Netherlands 5.4 1,146 9,500 6,504 13,211 9,372 25,416 57,319 

United Kingdom 51,362 70,653 81,708 53,387 189,509 723 28,866 27,439 

United States 12,105 5,527 8,244 14,899 12,034 3,190 7,366 5,740 

Switzerland 26,398 21,243 17,596 3,707 5,281 3,561 5,476 19,351 

Germany 42,733 32,643 6,542 18,222 6,958 716 33,599 9,740 

Turkey 5,380 22,347 23,764 29,211 111,112 33,236 17,175 93,461 

UAE 26,947 5,127 13,747 6,824 3,275 1,642 166 2,330 

Kazakhstan 24,094 34,083 52,314 30,534 20,796 23,109 46,965 29447 

Pakistan 5,722 4,405 5,902 4,574 3,814 3,009 3,821 8,890 

Cyprus 425 1,296 34,544 31,652 27,989 15,767 10,960 6,908 

Australia 10,640 8,047 8,889 35,176 3,135 4,481 75 4,642 

Others 29,594 84,620 58,782 26,845 55,979 3,423 30,672 25,584 
Total FDI 849,201 590,733 964,508 727,091 1,573,244 813,961 616,794 851,744 

Source: National Statistics Committee of the Kyrgyz Republic, http://stat.kg/en/statistics/investicii. 

                                                             
3 National Statistics Committee of the Kyrgyz Republic, 2019, http://stat.kg/en/statistics/investicii. 
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The overall increase in investment flows in 2018 happened as a result of a sharp expansion 
of investments from Canada (from US$4.5 to $98.4 million) and Turkey (from US$17.2 to $93.5 
million) and the Netherlands two times. FDI from key investors from the Russian Federation and 
China demonstrated a slight increase of about 20% in 2018, compared with 2017. 

Total capital outflows related to FDI (i.e. repatriation of capital and profit, not divestments) 
amounted to US$707.5 million in 2018, a 27% drop compared to 2017. The biggest amount of 
repatriated capital and profit gone to China –US$271 million. The largest increase in capital 
outflows related to FDI by home country compared to 2017 was in Switzerland - 8 times, Saudi 
Arabia - 7 times, Russian Federation – 5 times, Pakistan and Turkey - 4 times, the United States 
and Germany - 3 times, India, Luxembourg and UAE – 2 times.4 

The reasons for the capital outflows can be explained by existing rights of investors: (a) 
the freedom of conversion and repatriation of profit gained by the investor; (b) distribution of 
profits for the payment of dividends to foreign shareholders of the company; (c) payments of loans 
received from foreign sources for production in Kyrgyzstan. 

 
Among the main reasons for actual divestments from Kyrgyzstan (for instance in the case 

of China) are the following: (a) conflicts with the local population caused by claims of non-
compliance with environmental standards by Chinese mining and oil-processing companies; (b) 
low level of security of private property and issues related to enforcing compliance with the laws 
of Kyrgyzstan by law enforcement, judicial and local self-government bodies; (c) detention of 
heads of Chinese companies by representatives of law enforcement agencies; (d) socio-political 
tension and the generally negative perception that has developed over the past year with regard to 
Chinese investment projects.  

 
Divestments have also been associated with significant political events that occurred in the 

period 2017-2018, such as the election of the President of the country and aftermath. In this 
connection, large foreign investors have temporarily taken up a “wait and see” position.5 

 
The above trends also need to be viewed within the changing environment in Kyrgyzstan 

for business. In recent years, the country has gone through significant changes in almost all areas. 
For instance, it has moved away from monopolized forms of management and has embarked on a 
new path of development with wide public involvement in the activities of the State. In this 
context, FDI not only provides additional resources for the development of the country, not only 
creating jobs and providing replenishment of the budget, but also transferring of new technologies 
and introducing innovative management methods. Therefore, the fact that there is a decline in FDI 
is a rather alarming trend. 

It is difficult to give a definite explanation of the reasons for the decline in FDI. An important 
role also pertains to international factors. In general, looking at international trends in general, FDI 
worldwide is declining, including in the CIS region. Competition for investment in the world is 
intensifying. Of great importance is the gradual strengthening of sanctions of Kyrgyzstan’s main 
economic partner, the Russian Federation, which is bound to affect the Kyrgyz economy. The 
reforms undertaken in Uzbekistan in recent years, consisting of gradual opening and liberalization 
of its economy, revitalization of its industries, improvement of tax legislation, and the scale of the 
economy of Uzbekistan with its large consumer market, make the country a competitor for FDI in 
                                                             
4 National Statistics Committee of the Kyrgyz Republic, 2019, http://stat.kg/en/statistics/investicii. 
5 Presidential elections were held in Kyrgyzstan in October 2018 
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the Central Asian region. The pace of economic development is also slowing down in China, 
whose companies have always been quite active in the Kyrgyz market. On the positive side, 
Kyrgyzstan has not experienced any direct effect of global trade wars and protectionism. 

1.2. Regulatory and institutional framework for investment 

In recent years, the Government of Kyrgyzstan has managed to strengthen the legislative 
base for conducting investment activities in the country. 

The main Law promoting investment and improving the investment climate in Kyrgyzstan 
Republic is the Law of the Kyrgyz Republic “On Investments”, which provides equal rights to 
foreign and domestic companies and protects investors from risks associated with changes in 
legislation. This Law also provides options for direct contracting without bidding through direct 
negotiations between the Government and the investor, if the amount of investments made by the 
investor in an investment project is not less than US$50 million.6 

The legislation of Kyrgyzstan provides foreign investors with national treatment applicable 
to local legal entities and individuals, meaning that foreign investors have the same rights as 
national entrepreneurs without discrimination. The legislation provides quite broad rights and 
guarantees to foreign investors, including guarantees of export or repatriation of capital and profit, 
property rights, guarantees of protection against expropriation of investments and providing 
compensation for losses to investors, guarantees of the use of income, freedom of cash 
transactions, etc. 

Also, in order to provide predictable conditions and guarantees for investors, an amendment 
was made to the Law providing for a stabilization regime (10 years) that allows investors to receive 
the right to choose the most favourable conditions for paying taxes, including VAT. For example, 
when at the time an investor entered the country the VAT was 12%, and if within the stabilization 
period of 10 years the VAT was raised to 14%, the investor would still pay 12% until the end of 
stabilization period.  

One of the most important positive factors for doing business in Kyrgyzstan is the freedom 
to sell the investment assets, including revenue in foreign currency. In other words, investors are 
given complete freedom of repatriation of money capital and dividends. For investors, this is 
especially important, given the fact that in Central Asia almost all countries have tight exchange 
controls. The national currency - the Kyrgyz Som has been in “free floating” for quite a long time 
and is not regulated in order to maintain its stability. At the same time, the absence of currency 
controls in the country do not become the cause of sharp fluctuations in the exchange rate of the 
national currency. Kyrgyzstan does not limit cashless payments and when making transactions for 
repatriation of profits, a simple declaration is required without mandatory documentary evidence 
of the source of currency (only if the amount exported exceeds $ 10,000). 

Kyrgyzstan has concluded bilateral investment treaties with 33 countries including the 
United States, China, Turkey, Germany, France, Switzerland, United Kingdom, Malaysia, Islamic 
Republic of Iran, UAE, and Qatar.7 In the latest World Bank Doing Business Report of 2019, the 
country improved its performance by 7 positions, from 77th  place to 70th.8 Thus, the country 
carried out reforms in the following areas: enforcement of contracts; protection of minority 

                                                             
6 The “Law on Investments” of the Kyrgyz Republic, Regime of Stabilization, 2015. 
7 Investment Promotion Agency of the Kyrgyz Republic, 2019, http://invest.gov.kg/en/why-kyrgyzstan/bilateral-
international-agreements/ 
8 Doing Business report, World Bank, 2019 
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investors rights; insolvency resolution; and international trade. The country continues to hold a 
leading position on the indicator "registration of property", ranking eighth in the world. Lower 
indicators of the country are "taxation" and "connection to electricity." 

In 2015, Investors Service of Moody’s rating agency assigned the country’s first-time issuer 
B2 rating with stable outlook and has been confirming it for three years until now. The rating 
remained unchained in 2019 - B2 with a stable outlook - and is considered as highly speculative 
due to high public debt and vulnerabilities with regard to gold and remittances.9 

In addition, efforts are underway to reduce the cost of production in order to increase the 
competitiveness of products manufactured in the territory of Kyrgyzstan. The country has created 
a very liberal tax regime. The income tax and income tax rates are 10% each, while VAT is 12%, 
which compares favorably with similar rates in neighboring countries such as Kazakhstan, 
Tajikistan, and Uzbekistan. 

In order to stimulate economic activity, progressive reforms are being carried out to reduce 
administrative barriers: the number of permits and licenses for starting business has been reduced 
from 518 to 100, and the number of controlling state bodies has been reduced from 21 to 10. 

Existing electricity tariffs are the lowest among the CIS countries. The country has a 
qualified workforce and the existing education system allows for a pool of qualified workers in a 
short time. However, while Kyrgyzstan demonstrates an almost open FDI regime with some minor 
limitations, there are some restrictions in the investment legislation and property limitations for 
foreigners. For instance, according to the Land Code, foreign investors cannot buy and own land, 
however foreign entities can access land through lease arrangements of up to 50 years.   

As mentioned above, foreign investors have the same treatment as national investors, so 
there are no separate specific incentives for the foreign investors more favourable than those 
available for nationals, such as tax exemptions and others. However, both domestic and foreign 
investors can register and operate their business in free economic zones (FEZs) and enjoy some 
import tariff exemptions for imported technological equipment within the investment project 
realization period. Nevertheless, tax exemptions for the production of products in FEZs destined 
for the national or EEU market are not allowed. This is a side effect of joining the EEU and having 
a common market with other countries. In the meantime, the Government continues its work on 
investment promotion equally for foreign and domestic investment and employs certain sectoral 
incentives and preferences for that purpose. For example, the Investment Promotion and Protection 
Agency under the Government offers tax preferences in the agricultural sector on VAT, sales and 
profit taxes.    

 
1.3. The role of FDI in fostering sustainable development and rationale for indicators 

In 2012, the country decided to follow the course of sustainable development and established 
the National Council on Sustainable Development of the Kyrgyz Republic headed by the President. 
Kyrgyzstan adopted the National Sustainable Development Strategy (NSSD) for the 2018-2040 
period after careful preparation and public discussions among Government, Parliament, NGO’s 
and other stakeholders.10 The main pillars of the NSSD, among others, are the same as the 

                                                             
9 Moody’s Kyrgyz Republics Country Profile, 2019, https://www.moodys.com/credit-ratings/Kyrgyz-Republic-
Government-of-credit-rating-808496867 
10 National Sustainable Development Strategy of the Kyrgyz Republic for 2018-2040, 2018, 
http://donors.kg/en/strategy/5174-national-development-strategy-of-the-kyrgyz-republic-for-2018-2040  
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dimensions for achieving the SDGs: social development, economic development, environmental 
sustainability and effective governance. The Strategy 2018-2040 defines strategic guidelines for 
the development of Kyrgyzstan in the long term, taking into account the challenges of the coming 
period. It formulates the image of the future of the country, the basic principles and ways to achieve 
development goals in all areas of society’s life — spiritual, political, social and economic.  

The NSSD is considered as a fundamental document that sets the State development policy 
in all areas of society. To facilitate its practical realization, the strategy also includes medium-term 
priority steps until 2023 based on the national interests of the State, which were reflected in the 5-
years Government Programme “The Trust, Unity, Creation”. At the center of the entire 
development policy in the country is the human being and creation of a favourable environment 
for his/her comfortable life, activity and further comprehensive development. The Programme 
focuses on the following directions: social development, identification of development factors, and 
establishment of an environment for development and effective and fair governance. A quite new 
factor that relates to all development priorities is new technologies and digital transformation. 

The average value of the economic growth rate of Kyrgyzstan over the last decade was 
approximately 4%, being the lowest in the region. The weighted average share of gross investment 
was 17.6% of GDP, which is lower comparing to the average of CIS countries (22.4%) and close 
to the level of the least developed countries (15.7%). The GDP for 2018 was fixed at US$8,082 
million and the current impact of FDI on GDP is estimated at 7% (FDI/GDP ratio).11 

One of the key reasons for this low growth of the country's economy is insufficient 
investment, although Kyrgyzstan has undertaken many reforms. There are various reasons for the 
low levels of FDI but essentially: landlockedness, small market, absence of oil and gas (as 
compared with neighbouring countries), weak infrastructure, weak law enforcement and court 
system, etc.  To ensure annual GDP growth of more than 5% as assumed in the Programme, it is 
necessary to raise gross investment in the real economy to 28% - 33% of GDP. Therefore, the 
attraction of FDI assumes a specific role in this Programme, since the volume of investments in 
the economy directly affect economic growth and social welfare of the country. 

Through its economic policy, the State will support the role of FDI in creating new export-
oriented and innovative sectors of the economy, which will ensure the rapid growth and exports 
of value-added products. The most promising areas include the development of sub-sectors such 
as light manufacturing industries, which use local raw materials and labour resources to the 
maximum extent.  

The implementation of investment projects in the energy sector, telecommunications, 
agriculture, light manufacturing, tourism and mining would provide significant economic benefits, 
and in the future become the driving force of growth. In this area, the Government is developing 
a set of measures for the medium and long-term financing of export-oriented enterprises and 
priority sectors with high export potential 

It is stated in the NSSD that a clear policy regarding investment priorities and the 
sustainability of economic policy should be pursued which is a major responsibility of the 
management bodies that create the necessary environment for investors to make their decisions. 
In the meantime, government agencies will determine the main areas for investment in their 
respective sectors of the economy, taking into account country priorities and opportunities. In this 
regard, in order to ensure prioritization, determination and sustainability of economic development 

                                                             
11 Annual Bulletin of National Statistics Committee of the Kyrgyz Republic, 2019. 
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there is a need to establish a number of exact indicators which help in monitoring and evaluation 
of the extent to which sustainable development is achieved and, hence, decision-making regarding 
sustainable development.  

The Action Plan of the Government’s Programme “The Unity, the Trust, the Prosperity” 
designed for five years includes 118 tasks, 103 investment projects and 202 indicators for the 
period of 2019 - 2023. This action plan takes into account the upcoming initiatives of the 
Government for achieving the SDGs. Even though there are a large number of indicators, they are 
very general and cannot identify the impact of FDI and its sustainability. Therefore, there is a need 
to develop additional specific indicators to measure FDI sustainability.  

So what exactly is the meaning of Sustainable FDI? According to Professor Kline12, it is FDI  
that yields profits sufficient to maintain effective corporate engagement without harming vital host 
country interests while producing positive net benefits for the country’s long-term development 
goals as evaluated on the basis of prioritized economic, environmental, social and governance 
indicators. In other words, it is the investment project delivery where a foreign investor maximizes 
its profit with minimized cost and maximum benefits for the host country, establishing a ‘win-
win” situation where both parties meet in “equilibrium” over a certain period.  

The development of indicators that assess the sustainability of FDI will allow the authorities 
to establish a legal justification for making decisions on approving national FDI projects (and 
given the size of the economy, almost all FDI projects can be considered national). Recent cases 
and trials related to FDI projects have demonstrated that not everything is smooth and clear in this 
process. When it comes to the point of a conclusion of an investment agreement with a foreign 
investor, the Government can refer only to the NSSD and its Programme, which provides a general 
direction without detailed justification and risk prediction. For now, there is only one Government 
dialogue platform, the Coordination Council on Macroeconomic and Investment policy which has 
the right to approve any investment projects at the national level. It considers sovereign loans for 
big infrastructure projects financed by multilateral development banks (MDBs), but also presents 
and approves FDI projects, especially those which seek Government support. However, the 
platform does not have specific indicators or methodology that can justify and approve the project 
in terms of its sustainability.  

So why do we have to care about the sustainability of FDI? The current world economic 
situation demonstrates that developed and developing countries compete for investment and 
Kyrgyzstan has to take a series of measures to create a favourable investment regime and stimulate 
investment. Karl Sauvant, in his work with Howard Mann, called sustainable FDI – better FDI, 
where they examined 150 instruments to determine and elaborate common FDI sustainability 
characteristics based on principle stakeholders’ expectations and the main four dimensions – 
economic, environment, social and governance.13  

Therefore, the development of FDI sustainability indicators will allow for FDI to have a 
better impact on the economic, social and environmental dimensions of sustainable development 
of Kyrgyzstan. 

 

                                                             
12 Guidance Paper On Evaluating Sustainable Foreign Direct Investment, Prof. John Kline, Georgetown University, 
MCI Working Paper Series On Investment In The Millennium Cities, 2012. 
13 Karl P. Sauvant and Howard Mann, “Towards an indicative list of FDI sustainability characteristics” (Geneva: 
ICTSD and WEF, 2017).  
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CHAPTER 2. 

DEVELOPING COMPREHENSIVE GENERAL SUSTAINABLE INVESTMENT 
INDICATORS  

These days, there are a number of methodologies and approaches for assessing the 
sustainability of FDI depending on the investors, host country and third-party interests. In this 
chapter an attempt is made to analyze existing sets of international sustainable investment 
indicators and their relevance and proper weighting within the context of Kyrgyzstan’s 
development priorities. The indicators will be considered within the four main dimensions of 
sustainable development, as determined by Sauvant and Mann, which are economic, environment, 
social and good governance.14 The analysis will also draw from the work of Professor Kline, who 
developed the index of sustainability of FDI, based on an assessment of FDI against the priority 
development objectives (PDO) defined by the State authorities.15 His approach is considered as 
the most relevant and practical for Kyrgyzstan, because the PDO used in his work highly 
corresponds with the national development objectives stated in the Kyrgyz National Strategy for 
Sustainable Development for 2018-2040. Kline offers to choose from 5 to 10 investment goals or 
FDI characteristics for each development dimension, but in this study, considering the relatively 
small size of the Kyrgyz economy and to avoid undue complexity in this process, only five top 
characteristics were identified for each dimension. This would help in making the process to 
identify, promote and attract sustainable FDI more transparent and effective for Kyrgyz 
policymakers and investment promotion officials. 

2.1. Economic indicators  

Doubtless, indicators that correspond with the economic development priorities of 
Kyrgyzstan as a developing country with a stable but modest economic performance will be of 
paramount significance. Even though Kline stated that focusing only on economic indicators 
should be avoided, in the case of Kyrgyzstan, with its current level of growth and development, 
they will definitely play a key role.16 Here, the top five indicators are proposed in descending order 
of importance and relevance to the priority development objectives of Kyrgyzstan. The proposed 
benchmarks only apply to general investments in the country, not in free economic zones or 
specific sectors. For the sake of decision-making, the satisfaction of 3 indicators out of 5 would 
mean approval of the project. 

1. Level of net capital investment refers to the funds invested by a company (minus 
divestments resulting in capital outflows) with the purpose of profit generation, and 
usually associated with long-term projects. This indicator measures the real amount of 
net capital flowing into the country within a certain time period and the rating associated 
with this indicator depends on the size the inflow following the principle “the more, the 
better”. The most attractive sectors for capital investment are capital-intensive sectors 
such as mining, telecommunication, construction and infrastructure.  This can be mainly 
explained by the fast and high rate of return on such investments, which are therefore a 
priority for investors since they are running their business with the purpose of profit 

                                                             
14 Karl P. Sauvant and Howard Mann, “Towards an indicative list of FDI sustainability characteristics” (Geneva: 
ICTSD and WEF, 2017). 
15 Guidance Paper On Evaluating Sustainable Foreign Direct Investment, Prof. John Kline, Georgetown University, 
MCI Working Paper Series On Investment In The Millennium Cities, 2012. 
16 Guidance Paper On Evaluating Sustainable Foreign Direct Investment, Prof. John Kline, Georgetown University, 
MCI Working Paper Series On Investment In The Millennium Cities, 2012. 
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maximization. For instance, capital investment inflows to Kyrgyzstan in 2018 amounted 
to US$851,8 million, whereas outflows were US$707,5 million. Thus, the net inflow was 
only US$144,2 million.17 Therefore to make FDI sustainable, a capital inflow associated 
with an FDI project should pass a minimum threshold below which it is not effective for 
the country to promote it. We assume that, holding other factors fixed, net capital inflow 
to the country should have a multiple economically positive effect over time. The 
benchmark or minimum threshold for this indicator should be the amount of net capital 
investment of US$10 million for an FDI project. 
 

2. Level of direct payments and other relevant payments received by the Government 
from FDI are considered very important, since such payments are a main direct and 
official benefit received from an investment and play a valuable role in State revenue 
generation. This benefit is easy to calculate and allocate in the State budget for further 
development projects. For example, the Russian Platinum Company in 2015 won the 
auction for the Jerooy gold mining exploitation investment project, with the entrance 
payment obligation of US$100 million. The Government of Kyrgyzstan, in turn, 
allocated this amount for the construction of 100 schools all over the country and regional 
roads construction and rehabilitation. In some cases, investors may seek specific 
incentives such as tax preferences and other exemptions against their investment. Thus, 
the benchmark level of the agreed direct entrance payment (including taxes, royalties 
and other compulsory agreed entrance payments) should be not less than 5% of total cost 
of the Project. 
   

3. Employment rate. The recent history of investment activity in Kyrgyzstan has 
demonstrated that employment is a very sensitive issue and should be definitely taken 
into account as a development objective. This indicator refers to the direct and indirect 
creation of new jobs, especially in remote areas and economically depressed regions. 
The direct jobs creation refers to the number of workers employed directly at the project 
site, like mines, plants, factories, etc. The indirect creation of new jobs results from the 
establishment of local business linkages with a foreign investor. The purchase of local 
supplies, raw materials, equipment, services and even food from local companies 
generates local employment, additional value-added and creates a favourable climate 
with the local business community and the whole population of a region. The number of 
local people employed as a result of an FDI project is a critical indicator. It is proposed 
that the critical threshold for total local employees employed in a foreign investment 
project has to be at the level of at least 60% of the total number of workforce directly 
and indirectly engaged at the project.    

 
4. Level of investment in infrastructure. Infrastructure development means building of 

any physical components as part of the realization of an investment project such as roads, 
rails, electric grids, airports etc. Since Kyrgyzstan is a land-locked, mountainous country 
with 95% mountain coverage, the development of infrastructure is a very significant 
indicator for the country. Kyrgyzstan’s infrastructure assets consist of huge and old 
physical constructions, electric grids, hydropower plants, bridges, roads etc., mainly built 
during the Soviet Union. While this infrastructure is functioning, it requires permanent 
maintenance while the depreciation rate is very high. The entire infrastructure assets of 

                                                             
17 National Statistics Committee of the Kyrgyz Republic, http://stat.kg/en/statistics/investicii. 
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the country are State-owned, with limited budget allocations for operations and 
maintenance. Therefore, it is very important if the investor in the implementation of an 
FDI project will build the road to the plant or electric grid to sustain electricity supply, 
which will have a positive spillover effect for local communities. The indicator’s 
benchmark will be that at least 10% of the investment capital for a foreign investment 
project is allocated for the construction of basic infrastructure on the project site (roads, 
electric grids, bridges etc.).  

 
5. Contribution to GDP. The contribution to GDP of any investment project is one of the 

main and basic economic indicators. Considering the size of the Kyrgyz economy, any 
relatively big FDI project (more than US$100 million), in particular in sectors such as 
infrastructure and mining, should make a significant contribution to GDP. The final cost 
of all goods and services produced by the FDI project, local procurement and local 
salaries have to be counted in this indicator. For example, the Kumtor mine, located in 
the Issyk-Kul region, is one of the main pillars of the economy and the largest gold 
mining enterprise in Central Asia. The Project produced 534,563 ounces of pure gold in 
2018 with a total revenue of US$ 660 million. The Project led to local goods and services 
procured at US$67,3 million, net salary payments to employees at US$73,7 million, and 
payments for electricity and other utilities at US$14,7 million.  As a result, the share of 
Kumtor in Kyrgyzstan’s GDP was 8.6% in 2018. As a general rule, the benchmark 
number for this indicator will be at least 0.5% contribution to GDP, depending of the 
size of the project which has to be defined by the Government.   

 

2.2. Environmental indicators 

1. Level of expenditure on environmental protection. Expenditure on environmental 
protection is one of the measures that shows commitment of a foreign company to 
improving environmental performance. FDI projects which have allocated a special 
budget for environmental protection should have less negative impact on the local 
environment and enhance the sustainability of the project. The establishment of an 
environmental protection fund or other mechanism should be part of any FDI project, 
with a minimum level of annual spending on environmental monitoring and relevant 
environmental protection activity. The benchmark for this indicator should be an 
allocation for environmental protection by a foreign investor for highly polluted projects 
like mining at the level of 5%, for other projects of at least 1% of the total cost of the 
project.  
 

2. Resource management level. This indicator mainly refers to natural resources and 
mining projects and relates to the level of conservation of resources or other preservation 
techniques for the protection of resources. While it can be assumed that all MNE’s try to 
use new technologies and follow the highest standards of safeguards, the recent history 
of some FDI projects in the mining sector has demonstrated that such projects have 
multiple negative effects on the local environment. In the case of Kyrgyzstan, the country 
has no accessible oil and gas (there are deposits, but these are very hard to access due to 
the locked mountain surface) and its main natural resources are gold, metals, minerals 
and rare-earth metals which, by default, are counted as non-renewable and their 
extraction will negatively affect the country’s resources endowment. The indicator in 
this regard is the presence of a conservation, protection or recycling technique within an 
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FDI project for the project site. It is not necessarily stands for conservation of extracting 
ore and minerals, for mining projects, it means having modern technique to conserve and 
protect environment and biodiversity in the project area. For example, using hydro and 
solar power as a main source of energy for project site, instead of coal.  This is a 
qualitative indicator with a “dummy” benchmark, which can be measured as followed: 
1 - such technique is present, 0 – if not. 
 

3. Pollution control level. Pollution has a definite negative effect on the local environment 
and population. It can affect, air, soil and water and, as a result, cause serious health 
problems of the local communities. The potential FDI project should apply rigorous 
pollution control techniques and standards similar to those they use in the country of 
origin if that country is a developed country, including obligations to undertake specific 
activities on the reduction of pollution. The indicator with benchmark should be the 
obligation to obey all national requirements on ecological safety and pollution control 
for the protection of air, water, species of fauna and flora, soil and natural landscapes, as 
well as for the safe disposal of waste associated with the project as set forth in relevant 
regulations and legislation. Although it is difficult to quantify this indicator, it may be 
calculated and expressed as a percentage of the project cost similar to indicator 1 for 
environmental projection with the benchmark of 2-5% depending on the industry.18   
 

4. Level of greenhouses gas emissions. For Kyrgyzstan, a mountainous country that is 
highly vulnerability to the impacts of climate change, the maintenance of a certain 
level/or reduction of greenhouse gases (mostly carbon) emission is vital. The annual 
GHG emissions from an FDI project should be lower than the annual growth of the 
project contribution to GDP. In other words, the project’s contribution to GDP should 
grow faster than the project’s emissions annually. However, to calculate the GHG 
emission level, it is more convenient to fix the threshold of 0.5% emissions from the 
project, as a benchmark, against the level of the country’s annual GHG emission.    

 
5. Rate of renewable energy use. The use of hydrocarbons and other type of fossil fuels 

has become very popular as a result of the industrial revolution of the 20th Century but 
has led to high levels of air, soil and water pollution and global warming. Therefore, 
there is an impetus for the introduction of renewable energy and energy efficiency. In 
this regard, there is a need to modernize the ageing power systems in many countries, 
including Kyrgyzstan. The highest percentage of renewable energy in energy 
consumption is in those countries that have limited or no reserves of fossil energy 
resources or have insufficient finance capital to import them. These include Kyrgyzstan, 
where 22% of energy consumption is provided by hydroelectric power plants. While 
Kyrgyzstan has significant resources of renewable energy, they account for less than 1% 
of total energy use and in recent years the country has experienced a shortage in energy 
resources and had to import electricity. Therefore, the contribution of FDI to the 
generation or use of renewable energy such as hydro, solar, wind and biogas is important 
with the recommended benchmark of at least 40% energy use for the project is derived 
from renewable energy sources.   

                                                             
18 Indicators of Sustainable Development for Industry: A General Framework, A. Azapagic and S. Perdan, 
Institution of Chemical Engineers Trans IChemE, Vol. 78, Part B, July 2000. 
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2.3. Social indicators 

1. Extent of contribution to regional development. Balanced development is about the 
balanced distribution of development benefits among regions and individuals. It is also 
important for Kyrgyzstan, since the Government committed to regional development in 
the period 2018-2019. It is very important to balance and distribute FDI among the 
regions, and especially in the less developed ones. Locating a project in an economically 
depressed region rather than in the already developed capital city should generate a 
higher social impact that may balance regional development. For example, among 7 
oblasts and the two cities of Bishkek and Osh, Batken Oblast is considered the least 
developed and the Government is keen to develop it. However, it has small investment 
potential in terms of infrastructure and skilled labor force. The most populated regions 
are the most developed with adequate infrastructure and high skilled labor force and 
therefore continue to attract most FDI. A vicious circle occurs in this case. Therefore, it 
is a Government priority to attract FDI to less developed regions. The measurable 
indicator for this factor will be the contribution to the regional GDP at oblast level. The 
benchmark for this indicator will be the contribution of a project to the regional (oblast) 
development measured as contributing to the region’s GDP growth by 5% to 10%, 
depending in the region. 
 

2. Adoption of international standards of responsible business conduct. In the current 
world of foreign investment policy MNEs are held responsible in terms of their social 
and environmental programmes, or corporate social responsibility programmes which 
define to what extent an investment can be considered sustainable. Recent experiences 
have demonstrated that the presence of RBC standards or CSR programmes have a 
positive effect on the interaction of investors with local communities, presuming that 
investors seriously care about people and nature, not only revenue. While CSR 
programmes can involve philanthropy, assistance to and facilitation of local community 
initiatives, including social entrepreneurship, skills enhancement trainings, support of 
small start-ups through micro grants or loans etc. they do not necessarily apply to the 
core business production practices, RBC standards are more forceful and define to what 
extent the enterprise is sustainable in all aspects of its business. Two indicators are useful 
here. The first indicator simply shows whether the foreign enterprise has adopted a 
particular set of internationally recognized standards or principles of RBC, such as the 
OECD Guidelines for MNEs, the United Nations Global Compact and United Nations 
Guiding Principles on Business and Human Rights and duly reports on this (i.e. 1 for 
having adopted such a set and 0 for the absence of such a set) for instance according to 
the standards provided by the Global Reporting Initiative. The second indicator is the 
value of annual funds allocated by the foreign investor for CSR activities associated with 
a specific project. For this purpose, the Government established regional development 
funds in each oblast where all large FDI projects, especially in the mining sector, have 
to allocate 1% from annual income to CSR on an annual basis. Hence, the benchmark is 
1% of annual income of the company derived from a particular project is devoted to CSR 
initiatives.  

 
3. Level of competitive and equal salary. A stable and competitive salary is a fundamental 

factor for an FDI project to maintain the sustainability of the project through ensuring 
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the sustainability of its workers. Demand for high-quality workers meets with the supply 
at the equilibrium of a high and stable salary. The higher the salary, the less intention 
workers have to leave the company, contributing to the institutional memory and 
capacity of the company. Also, need for equal payment for men and women is very 
important and should be maintained.  The main indicator in this regard is the obligation 
of the company to pay equal wages according to the national laws (i.e. there’s no 
difference on wages between genders) and competitive wage level of similar project in 
the region. Overall working conditions should comply with ILO standards. Since, the 
official minimum wage in Kyrgyzstan is very low and not competitive even for the local 
labour force, the benchmark for this indicator should be the salary for a regular worker 
in an FDI project at the minimum level of average monthly salary, calculated by National 
Statistics Committee.19   

 
4. Extent of skills enhancement. Skills development is a very important development 

indicator across all sectors and SDGs, and for both labour and capital-intensive sectors. 
In particular, IT companies complain that they cannot find a sufficient number of 
programmers; garment workers complain that there are not enough sewers, travel 
companies complain about the lack of qualified staff, etc. This is a paradox as at the same 
time there is mass unemployment and labour migration demonstrating that while labour 
is abundant, labour with required skills is not. Therefore, the Government jointly with 
the support of development partners and MNEs should resolve the issue with providing 
quality training together with instilling a better working culture of citizens, as otherwise 
all other measures will have no effect. The indicator proposed here is the number of 
workers trained by a foreign investor under a skills enhancement programme with a focus 
on relevant vocational specialization. The benchmark is at least 50% of local workers at 
every career level have been trained annually.  
 

5. Extent of health coverage. This indicator relates to the provision by foreign investors 
of adequate medical support to their workers, their families and local communities. This 
comes in addition to the provision of a competitive salary. The required social package 
includes provision of basic in-facility health services to employees, company-sponsored 
health insurance coverage for employees and their families. This is in the interest of the 
company as more workers will be willing to work for it for longer time, contributing to 
the sustainability of the working process of the company. Through offering these 
packages, investors can positively affect local healthcare and contribute to the 
improvement of the local healthcare situation. The indicator proposed here is the health 
insurance coverage of official workers (for contractors may be different) sponsored by 
the company. The benchmark is at least 50% of health insurance coverage for local 
workers is provided by the project. 

 

2.4. Governance indicators. 

1. Level of transparency. It is a compulsory condition for any MNE or public company to 
ensure that corporate interests do not contradict with the public interests of local 
communities. Kyrgyzstan is a member of various conventions on transparency, which 
obliges the MNE operating in the country to disclose all required corporate information. For 

                                                             
19 National Statistics Committee of the Kyrgyz Republic, 2018, http://www.stat.kg/en/opendata/category/112/ 
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example, Kyrgyzstan is a member of the Extractive Industries Transparency Initiative (EITI) 
that established specific transparency standards with a specific level of external monitoring. 
One of the indicators proposed here is the obligation for a company to conduct an 
independent external financial and sustainability audit annually and disclose it to the public. 
The benchmark is at least 1 audit with public disclosure within two years.  

2. Local management ratio. Representation of local specialists in management is 
considered to be a strong indicator of sustainability of a foreign investment project or 
company. Local managers can learn new technologies, obtain very useful experience in 
corporate management and, importantly, will contribute the effective project management, 
maintaining operational sustainability after the foreign investor’s possible exit from the 
project. The indicator proposed is the number of local representatives in management, with 
the benchmark of at least 1/3 of the total management composition being local managers. 

3. Supply chain standards. The supply chain standards introduced by a foreign investor for 
the implementation of a project can affect the production quality and future growth of the 
project. The local business can benefit from effective linkages to the international production 
and global marketing network of the foreign investor. This includes aspects related to 
sustainable and responsible business practice on ethics, labour, health and safety, diversity 
and the environment for supply chain of MNEs.20 Using these standards introduced by the 
foreign investor can have a multiple effect on local partners and their business linkages by 
increasing their standards on the above-mentioned aspects to the international level. The 
benchmark for this indicator will be the existence of at least one linkage of a domestic 
company to a foreign investor’s international supply chain.   

4. Extent of stakeholder involvement. A corporate stakeholder dialogue mechanism should 
be established for any FDI project. It should consist of some dialogue platform where 
representatives of each stakeholder entity can discuss any issue that arose during project 
implementation. It can serve not only for the resolution of issues and prevention of problems, 
but also for communication, monitoring and information exchange. As an example, a foreign 
invested company can set up a Steering Committee consisting of MNE management and 
workers representatives, representatives of Government, the IPA, local communities, NGO’s 
and professional associations. The indicator proposed here is both the existence of such a 
Steering Committee (or equivalent) and the number of meetings of the Steering Committee 
in a year, possibly one each half year, or at least 2 times a year as a benchmark.   

5. Level of legal compliance. This indicator relates to the willingness of foreign investors 
to comply with all local legislation and regulations. Many MNEs during their investment 
negotiations insist on special legislation or regulations or exemptions for certain projects. 
Often this involves the conclusion of a specific investment agreement or contract with 
various legal exemptions, tax exemptions, specific operational regulations or third country 
host jurisdiction, which over a time can create negative externalities for the host country and 
upset the sustainability of FDI. Thus, if an MNE agrees to conform to host country laws and 
regulations, including regional and local authorities and agrees to abide by host country court 
jurisdiction, it should have a better chance for approval. In order to get a positive assessment 
or be among priority investors to be promoted, the number of legal acts which an MNE 
requires to be exempted from, should not exceed 1/3 of the total number of applicable laws 

                                                             
20 Karl P. Sauvant and Howard Mann, “Towards an indicative list of FDI sustainability characteristics” (Geneva: 
ICTSD and WEF, 2017). 
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and regulations. Therefore, the benchmark is for a foreign investor to follow at least 2/3 of 
applicable national laws and regulations.  

In conclusion, table 1 summarizes the general sustainable investment indicators along 
the four dimensions of sustainability. 

Table 1.  Summary of general indicators. 

Sustainable 
development 

dimension 
 

Indicator Weight Benchmark Assessment 
ranking 

Economic Level of net capital 
investments 
 

1 
 

US$10 million; 1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Level of direct 
payments (tax, 
royalty’s) 

2 5% of the total 
project cost; 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Employment rate  3 60% of total 
local workers of 
total engaged at 
the project 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Level of investment 
in infrastructure 

4 10% of the 
project cost 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Contribution to GDP 5 0.5% 
contribution to 
GDP 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Environmental Level of expenditure 
on environment 
protection 

1 
 

Allocation of 1 
% of the total 
cost  

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Resource 
management rate 

2 Presence of 
conservation, 
protection or 
recycling 
technique.  

2 if yes, 1- if 
not. 

Pollution control rate 3 Allocation of 2-5 
% of the total 
cost 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Level of greenhouse 
gas emissions 

4 0.5% of the 
annual emission 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of renewable 
energy use 

5 40% of the 
project’s energy 
requirements is 

1-below the 
benchmark, 2 – 
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based on 
renewable 
energy 

equal or higher 
than benchmark 

Social Extent of 
contribution to 
regional 
development 

1 
 

5-10 % 
contribution to 
the regional GDP  

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Existence of RBC 
standards; 
Existence of CSR 
programmes 
 

2 Presence of RBC 
standards; 
CSR is 1% of 
annual income of 
the company 

2 if yes, 1- if 
not; 
1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Level of competitive 
and equal salary 

3 Not less than 
average monthly 
salary.  
 
Equal salary for 
men and women. 
 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 
2 if yes, 1- if 
not; 
 

Extent of skills 
enhancement 

4 50% of workers 
trained annually. 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of public 
health insurance 
coverage 

5 50% coverage by 
health insurance 
of all local 
workers; 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Governance Level of 
transparency 

1 1 audit per year; 1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Local management 
composition; 

2 1/3 of the total 
composition 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Supply chain 
standards rate 

3 1 linkage to 
international 
supply chain 
involving a local 
company.  

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of stakeholder 
dialogue 

4 2 times a year. 1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Level of legal 
compliance; 

5 Adhere to 1/3 of 
national 
regulations by 
the MNE 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 
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CHAPTER 3 

DEVELOPING SECTOR-BASED SUSTAINABLE INVESTMENT INDICATORS  

The sectors discussed in this chapter are considered by the Government of Kyrgyzstan as a 
priority for FDI, according to the NSDS and other national programmes. There is no specific 
priority among sectors: all of them are equally important for the Government. 

3.1. Garment industry 

The garment and textile sector of Kyrgyzstan is mainly export-oriented. Apparel and textile 
products made in Kyrgyzstan are in high demand in the markets of neighbouring countries. 
Statistics for the last three years show stable growth in the garment industry at about 17% annually. 
Exports for 2018 amounted to $176,4 million, which allowed garment products to take the third 
place in total exports after gold and agricultural products. The garment industry has found its niche 
in the markets of the Russian Federation and Kazakhstan. Products exported under the brand 
"Made in Kyrgyzstan" remain in high demand in these countries as a result of the high quality and 
affordable price. 

To reach sustainable development of the garment industry, an integrated approach towards 
the creation of the necessary conditions for entrepreneurs has to be adopted, in particular formalize 
garment entrepreneurs to allow them to work within the law and attract modern technologies. At 
the same time, there is a need for more active promotion and marketing of Kyrgyz products in new 
export markets as existing export markets are not enough for further growth of the sector. All these 
can be reached through the attraction on foreign direct investment that can boost the sector. 

Textile and clothing make more than 3% of total industry in Kyrgyzstan, and more than 
150,000 people work in the industry. In 2017, the Government supported the initiative of the textile 
association “Legprom” for the implementation of the FDI project called “Technopolis for Textile 
and Clothing Production” under which a textile and garment cluster was planned which would 
create employment of around 15,000 sewers and other workers. Kyrgyzstan is expected to benefit 
from the creation of this cluster, since it will introduce best international standards, which would 
reduce fragmentation and increase production quality to ensure that local products reach foreign 
markets. The Government plans to continue its support to growth of apparel production through 
attracting FDI’s to the sector, opening of new markets, strengthening of supply chains and active 
participation in international fairs and exhibitions. All these factors will allow the domestic apparel 
industry to increase the volume of products exported outside the country.  

In addition to the general sustainable investment indicators described in the previous chapter, 
in this chapter we propose an expanded list with specific sectoral indicators. We have defined the 
following sustainable investment indicators for the apparel sector: annual apparel production 
growth, diversification of garment products, full year production cycle and annual workload, 
extent of marketing, and supply chain standards to gain access to global markets. While it appears 
that these indicators are mainly economic, it can be observed that in the case of Kyrgyzstan, social 
and environmental indicators can be considered to be cross-sectoral, with some exceptions and the 
general environmental and social indicators apply.  With regard to women employment, in the 
garment sector women account for almost 85% of the workforce and, hence, no specific indicator 
measuring gender equality is required here. 

1. Level of production growth. Production growth is a basic economic indicator for any sector. 
It has multiple effects combining other factors and indicators and creating the basis for further 
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development of the sector. As production volume increases, demand for additional workers and 
local supply will also increase, generating more profit and contributing to the economic 
sustainability of the sector. The sectoral sustainable investment indicator is annual production 
growth with a benchmark of 10%. During contract negotiations, a foreign investor should present 
a project business plan with all calculations and commitments to ensure that the project leads to 
10% annual production growth to reach the indicator benchmark. If this is not the case, the project 
should not be promoted further or receive incentives. Increase of production volume may also 
reduce “fragmentation” of the supply side of the sector, which is currently presented by around 
8000 small and medium sewing factories with the number of sewers varying from 10 to 60. They 
can unite for bigger factories with the condition of the stable demand supported by increase of 
production growth. Increase of level of production leads to higher demand for local supply and 
workforce, and resulting in sustainability of the FDI. 

2. Number of diversified products. With the growth of garment production, enhanced marketing 
will be important to sustain this growth. Taking into account the global shift of demand for apparel 
produced in developing economies, and considering that main global garment producers based in 
countries such as China, India and Turkey are only four hours flight away from Kyrgyzstan, and 
that Uzbekistan is the main cotton producer in Central Asian and is a close neighbour, Kyrgyzstan 
should have a certain competitive advantage in garment production. To meet growing regional and 
local demand for garments produced in Kyrgyzstan, garment products need to be competitive in 
terms of quality offering a wide range of products in accordance with the latest fashion trends. 
Therefore, the obligation to diversify garment products remains an important sustainable 
investment indicator for garment sector development. The benchmark for this indicator will be 
introduction of at least 5 new products for all seasons annually. 

3. Full-year employment. Seasonality for local apparel workers is one of the key constraints to 
sustained growth of the sector. Usually, summer is the high season from May to August when 
sewing factories work at full capacity. This is mainly explained by seasonal demand of garment 
orders in the region. For example, orders received in summer linked to the beginning of the 
academic year of all educational institutions in autumn, starting from pre-school to high school. 
During the low season, which is from December to March, sewing factories usually work at half 
of full capacity and generate a small profit only sufficient to cover current operational costs 
associated with rent, salaries etc. The seasonality of the garment sector is one of the reasons for 
the fragmentation of the sector when sewers working for small sewing enterprises try to find 
temporary jobs at bigger factories, which continue to have orders. Therefore, the Government 
should target the attraction of bigger apparel MNEs to ensure that garment workers can be united 
under bigger companies and be employed all year around. The proposed indicator in this case will 
be annual workload generated in garment factories, with the benchmark of 100% workers fully 
employed for 12 months a year. 

4. Extent of marketing and product promotion. Growing regional demand for Kyrgyz garment 
products from member States of the EAEU, in particular the Russian Federation and Kazakhstan 
was largely the result of the high quality of the products. The informal brand “Made in Kyrgyzstan” 
has gained in popularity for its quality and reasonable prices to final buyers somewhere in the 
middle part of the Russian Federation or Kazakhstan. However, dependence on an informal brand 
is not enough to ensure the sustainability of growth. A stable and well-organized marketing 
strategy is required to promote Kyrgyz garment products in regional and global markets. 
Therefore, a proposed indicator is the level of active participation of foreign investors in regional 
and global exhibitions and trade fairs which are main marketing tools. In this regard, the proposed 
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benchmark is that foreign investors should participate in at least 4 regional and international trade 
fairs and exhibition each year.  

5. Number of new markets created. With the rapid growth of high quality and fashionable 
garment production there is a need to manage and expand both the supply side and demand side 
of the product. With regard to the demand side, the potential of the domestic market to consume 
garments is obviously lower than the potential of regional and global markets competitive prices, 
in particular given the relatively small size of the Kyrgyz Economy and population with limited 
purchasing power. It is therefore more profitable to export garments at higher prices to bigger 
regional markets such as the Russian Federation and Kazakhstan with larger populations with 
larger purchasing power. In this context, it is important to strengthen a well-functioning supply 
chain both upstream and downstream and to open new sales points in new markets to promote 
Kyrgyz garment products and, consequently contribute to the sustainability of the sector. The 
proposed indicator for foreign investors is the number of new markets accessed in a given year 
with the benchmark at least 2 new markets a year for a period of at least 5 years. The interpretation 
of markets is flexible and can consist of cities or regions within countries, not necessarily countries. 

Table 2 summarizes the sector-specific sustainable investment indicators for the textile and 
garment sector. 

Table 2. Textile and garment sector specific sustainable investment indicators. 
Sustainable 
development 

dimension 
 

Indicator Weight Benchmark Assessment 
ranking 

Economic 
 

Annual apparel production 
growth 

1 
 

Annual production 
growth 10%; 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Number of diversified 
products 

2 10 new products for 
all seasons 
introduced annually; 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Annual employment 3 100% of garment 
workers work full 
year 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of marketing and 
product promotion 

4 Participation in at 
least 4 trade fairs 
and exhibitions 
annually  

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Number of new markets 
created 

5 Access to 2 new 
markets a year 

1-below the 
benchmark, 2 – 
equal or higher 
then benchmark 

 
3.2. Agriculture and agri-processing business  

Agriculture and agribusiness are a priority sector of the Kyrgyz economy. It consists of 
commodities, processing, greenhouses, horticulture, livestock, etc. It provides work for 50% of the 
working population and contributes to 20% of GDP. In addition, more than 60% of the Kyrgyz 
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population live in rural areas and most of them mainly sustain themselves with agriculture and 
livestock breeding. In other words, if agriculture develops successfully, then a majority of Kyrgyz 
people will have a decent level of subsistence and live well. 

According to livestock statistics of the Ministry of Agriculture for the period 2017-2018, 
Kyrgyzstan managed to increase the number of cattle by 88,300 heads; the number of sheep and 
goats by 288,300 heads, and horses by 42,200 heads. In addition, by 2018, milk production also 
rose by 72,900 tonnes, meat by 25,000 tonnes, and wool by 500 tonnes. There was also an increase 
in the production of certain types of crops and grains. Grain production increased by 36,100 tonnes, 
potatoes by 84,.400 tonnes, vegetables by 170,600 tonnes, and melons and gourds by 52,800 
tonnes.21 

However, the current state of agriculture does not meet the requirements of today. Because 
of equipment deterioration, lack of work on primary seed production, neglect of the irrigation 
system and other problems of the industry, agriculture in Kyrgyzstan remains underdeveloped. 
The industry continues to suffer from low efficiency and profitability using basic technologies.  

In particular, the following major problems in the agro-industrial sector were identified by 
the Ministry of Agriculture sector that require urgent solutions:  

(a) Small-scale commodity production. Land ownership and agrarian reform resulted 
in more than 400,000 small owners with small plots of land which do not allow for 
significant production expansion, holding back large investments in agricultural 
production. 

(b) Absence of State support. There is a lack of State support, including subsidies, 
which is really needed in areas such as irrigation, plant protection, veterinary 
medicine, preservation and improvement of land fertility, and others. 

(c) Lack of access to modern agricultural equipment. Farmers have insufficient 
access to modern agricultural machinery such as tractors, combine harvesters and 
other equipment, including spare parts for existing machinery. 

(d) Lack of access to fertilizers. There is a lack of mineral and organic fertilizers and 
plant protection products, all of which impede intensive crop development. 

(e) Role of intermediaries in sale of products. There are numerous intermediary 
organizations between producers of agricultural products and sales markets that 
derive significant revenues affecting the interests of farmers. 

(f) Lack of effective certification. A serious barrier to the development of processing 
and export of agricultural products is the underdevelopment of the product 
certification system in accordance with international standards. 

(g) Inefficient land and water use. The inefficient use of land and water resources 
reducing soil fertility is a serious problem. Every year, about 80,000 to 90,000 
hectares of arable land are not used for agricultural production due to lack of 
resources. 

(h) Lack of sufficient water for irrigation. Agricultural production suffers from a lack 
of water which is partly caused by inefficient irrigation which leads to water loss of 
about 30% annually. 

(i) Membership of the EAEU. The development of the agricultural sector is also 
influenced by a number of factors related to the globalization of markets and the 
entry of Kyrgyzstan into the EAEU. Globalization and the opening of markets has 

                                                             
21 Annual Report of the Ministry of Agriculture of the Kyrgyz Republic, 2018. 
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led to an increase in imports of agricultural products which have created problems 
for domestic producers, in particular with regard to marketing. 

In response to these challenges, the Ministry of Agriculture prepared the “Programme for 
the Development of Agriculture in the Kyrgyz Republic for 2017–2020” containing specific 
measures. The Programme aimed to improve State regulatory policy for the development of the 
agricultural sector, in particular legal, financial and credit regulations, regulations for the 
production, purchase and processing of agricultural products, the introduction of new technologies 
and so on. However, available funding for the implementation of the Programme is only 23% of 
the total need, with the rest to be mobilized from development partners or FDI.  

However, the agro-sector is not very attractive for FDI due to its labour intensity and low 
rate of return. Therefore, it is extremely important for a new potential investor to bring new 
technologies, such as drip irrigation for water scarce land; greenhouses technologies with 
equipment to grow cultures and harvest year-round; and artificial insemination for intensive cattle 
breeding. The implementation of new technologies can create a “win-win” situation for all parties: 
the investor generates income faster, the Government contributes to the sustainability of the sector, 
and the population (local and external) receives commodities on an ongoing rather than 
intermittent basis.  

The sustainable investment indicators for the agricultural sector have to contribute to 
meeting priority economic development objectives, such as the harvest level of basic commodities, 
livestock capita, number of processing plants and logistics centers, stable and permanent access to 
finance, number of machinery, employment, transfer of new technologies, export promotion and 
supply chain standards to gain access to global markets.  

1. Level of harvesting, including main crops. Level of harvesting should be considered as a main 
indicator in the agribusiness sector. It allows ensuring the domestic needs of the country, as well 
as the realization of foreign trade potential. Especially in a country where mountains make up 90% 
and there is a shortage of arable land, while the contribution of the agricultural sector to GDP is 
13.5%.22 Among the crops grown, wheat, barley, potatoes, vegetables and fruits, fodder and 
technical (cotton, tobacco, sugar beets) crops predominate. Therefore, the more harvest will be 
produced and collected as a result of FDI project, the more sustainability it will bring to the project 
and the sector as well. The proposed benchmark for this indicator is an annual growth level of 
harvesting at 10%.  

2. Rate of livestock capita. The rate of livestock capita considered as a key indicator in animal 
husbandry, where the main areas of development are breeding dairy and beef cattle, sheep and 
goats, horses and poultry. But it’s worth noting that the indicators in this industry are slightly low 
due to the low genetic potential of animals, the lack of modern technologies for keeping, feeding, 
and insufficient care for animal health. All these factors lead to a shortage in the livestock 
productivity indicators. In the meantime, the high demand for Kyrgyzstan’s beef and lamb is well 
known in the EAEU and some Arabic countries. Therefore, it is very important for the FDI project 
to increase the production of livestock capita and for its further sustainability. The benchmark for 
this indicator of the annual livestock growth is proposed at 10%. 

3. Number of greenhouses. Given the adverse climatic conditions of the highlands (short due to 
altitude and dry sunny summers, long and frosty winters, low humidity), these areas can only 
accommodate greenhouse vegetable growing, which can give several benefits to vegetable growers 

                                                             
22 National Statistics Committee of the Kyrgyz Republic, 2018, http://www.stat.kg/ru/opendata/category/15/ 
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in one package: profitability, balanced nutrition and reducing the dependence of the population on 
livestock products. A solar greenhouse is designed and built to achieve the following goals: to 
capture solar radiation in an amount sufficient for the photosynthesis process and bring the 
microclimate inside the greenhouse in accordance with the conditions necessary for year-round 
vegetable growing. Since the country’s distinctive feature is the highlands, this indicator has 
tremendous significance for the sustainability of FDI and the sector development. It is 
recommended to keep the benchmark for every project in the sector at the number of 10 units. 

4. Extent of drip irrigation. In recent years, as a result of climate change water resources are 
decreasing, and Kyrgyzstan is not an exception. There is a shortage of irrigation water in arable 
areas, and various conflicts between neighbouring farmers arise over water resources. One of the 
ways to solve problems is to switch to water-saving irrigation methods, such as drip irrigation. 
Drip irrigation is one of the progressive methods of watering crops. During drip irrigation, water 
supplied through the polyethylene pipelines and droppers without loss to the root zone of plants. 
Only the root layer of the soil is moistened with minimal losses due to evaporation and filtration. 
Such a system helps to save irrigation water, provides uniform irrigation and delivery of fertilizers, 
as well as higher productivity. The Kyrgyz Government encourages this new approach and 
supports it as well as greenhouse construction. Therefore, the recommended benchmark for this 
indicator is 100% coverage of the arable land of the project area. 

5. Extent of horticulture development. Horticulture development in Kyrgyzstan has high 
potential and all the necessary conditions in order to become a leader in the production of high-
quality vegetables and fruits - the unique soil and climate in the country create excellent conditions 
for the development of fruit growing. Thus, the horticulture development is a priority in the 
development of the agricultural sector of Kyrgyzstan. More than 65% of the country's population 
lives in rural areas and 34% of the population is employed in agriculture. It should be emphasized 
that the favourable climatic conditions of the region allow for growing premium class fruit and 
berry products (apples, apricots, sweet cherries, etc.) and it is necessary to put environmentally 
friendly products at the forefront. Kyrgyzstan will be able to compete within EAEU market with 
its potential of organic agricultural production. Therefore, the recommended benchmark for this 
indicator is that at least 10% of the harvest targets horticultural products.  

6. Extent of renewed equipment for processing. Another problem that the country has been 
facing in recent years is the lack of new agricultural equipment. Basically, the average age of such 
equipment is 13-18 years with a standard life of 7-10 years. The age composition of tractors and 
other processing equipment is more than 10 years of operation. The current level of technical 
equipment of agriculture restrains its intensive development. The high cost of agricultural 
machinery, energy and spare parts does not allow for updating the fixed assets for the vast majority 
of agricultural producers. Without the necessary equipment, farmers are forced to use simplified 
technologies, which causes a decrease in soil fertility and productivity, the spread of pests and 
diseases of crops, weeds. The recommended benchmark for this indicator is that the FDI project 
should use exclusively modern equipment (100%) with new technologies.  

Table 3 summarizes the sector-specific sustainable investment indicators for the agriculture 
and processing. 

Table 2.  Agricultural sector specific sustainable investment indicators. 
Sustainable 
development 

dimension 

Indicator Weight Benchmark Assessment 
ranking 
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Economic Level of harvesting, 

including main crops 
1 
 

Annual harvest 
growth 10% 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Rate of livestock capita; 2 Annual livestock 
growth 10% 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Number of greenhouses 3 10 units per project 1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of drip irrigation 4 At least 100% 
coverage of the 
arable land of the 
Project area 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of horticulture 
development 

5 10% of harvest 
grow target 
horticulture 

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

Extent of renewed 
equipment for processing 

6 At least 100% 
coverage of all 
equipment within 
project  

1-below the 
benchmark, 2 – 
equal or higher 
than benchmark 

 

3.3. Mining 

The mining industry of Kyrgyzstan contributes about 10% of the country's GDP, 48% of 
industrial output and 1/3 of all tax revenues. The dynamic development of this industry has a 
strategic priority and the industry is one of the most attractive for FDI. The mineral resource base 
of the country consists mainly of gold, non-ferrous metals, rare-earth deposits and iron ore, and 
mineral deposits of sand and gravel. There are currently 200 deposits in total which have been 
explored or are under exploration.  

The following countries are engaged in FDI in the mining sector in the country: Australia, 
Canada, China, Kazakhstan, Russian Federation, Turkey and the United Kingdom. Two main 
investments dominate gold mining: Kumtor Company, the biggest project majority-owned by 
Canadian mining company “Centerra Gold” (and a quarter by the Government of Kyrgyzstan) and 
in operation since 1997, and Jerooy project, second biggest initiated in 2015 and operated by 
Alliance Altyn, a subsidiary of Russian Platinum. 

In the context of rising mineral prices, the last decade has been marked by a growing 
number of social conflicts in Kyrgyzstan between the local population and companies that are 
engaged in prospecting, exploration and mining of mineral resources. Conflicts are mainly about 
perceived environmental damage and have increased in number and today occur in almost all 
regions of the country. Conflicts have become organized and are often accompanied by violence 
and damage to private property. The main requirements of local populations are the complete 
cessation of work of mining companies and the termination of licenses to use subsoil. As a result 
of the confrontations by the local population, work in a number of fields has been suspended. The 
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companies have incurred losses, the local population remains without work, and the Government’s 
budget does not receive revenue. 

The study of OSCE Academy on conflict in mining sector conducted in 2014, also 
demonstrated that most residents have a negative attitude towards the activities of mining 
companies. 23 The main concern of people is possible environmental pollution. More than 60% of 
respondents put environmental issues at the center of all problems. 

The Government has long believed that settling conflicts with the local population is the 
responsibility of companies. However, when conflicts became universal and systemic, the 
Government had to take certain measures. The Government approved the Medium-Term and 
Long-Term Strategy for the Development of the Mining Industry in order to address all existing 
problems. The main objective of the Strategy is to sustainably and dynamically diversify the 
development of the mining industry while ensuring a balance of interests of the State, mining 
companies and local communities. In particular, the main goal is to minimize the impact of mining 
on the environment and attract FDI with modern technologies for prospecting, exploration and 
development of deposits with a high level of safety. 

The sustainable investment indicators in the mining sector, besides economic, have to focus 
on the environment and social dimensions, such as rational resources management, pollution and 
waste control, and conflict management. We have defined the following indicators to assess the 
investor’s contribution to the sustainable development.   

1. Level of extraction. Experience has shown that some foreign investors, even some reputable 
MNEs, do not have real intention to launch a project and engage in actual extraction of crude. 
They buy a license, make promises, create “visibility” of construction work, and in the meantime 
put the mining license on a stock exchange market, for instance in London, and borrow capital for 
their own known purposes. This has led to mounting mistrust from local communities of investors 
in the sector. The indicator means that, once the company obtains the mining license on deposit, it 
should start construction and extraction work according to the agreed plan. The benchmark for this 
indicator is at least 80% of declared level of extraction should be implemented. For example, if an 
investor intends to extract 100 tonnes of ore within the first year of operation in accordance with 
the approved business plan, then it should extract at least 80 tonnes during that year, otherwise a 
penalty should be applied. This would also be an incentive for investors to mobilize resources and 
launch the project sooner, creating employment for locals. 

2. Rate of extracts used for local utilization. Almost all foreign investors in mining want to 
export all extracted materials. However, if there is potential for local value-added, it is very 
important to provide incentives for foreign investors and local companies alike to use the 
extraction products for further processing within the country.  As an important policy objective, 
the recommended benchmark for this indicator is usage of at least 30% of extracted materials for 
further processing in the country at the market price. 

3. Rate of reinvestment. In order to maintain the sustainability of an FDI mining project, the 
investor should reinvest some part of it for further project development purposes. The 
recommended benchmark for this indicator is at least 30% of generated profit for reinvestment. 

                                                             
23 Conflict Sensitivity in the Mining Sector of the Kyrgyz Republic, David Gullette, 2014, OSCE Academy in 
Bishkek, Kyrgyz Republic. 
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4. Contribution to research and development. Since mining is a specific sector that depends on 
research and development for sustainable growth, this indicator recommends that a certain amount 
of annual profit derived from a specific mining project is laid aside to calculate the economic 
sustainability of the project based on scientific research and undertake an independent assessment 
of the environmental and social impacts of the project, including an assessment of the capacity of 
hydrocarbon reservoirs, sustainability of glaciers, biodiversity, and direction of river streams, etc. 
The proposed benchmark for this indicator is at the level of 5-10% of annual profit. 

5. Use of environmentally sustainable technologies. Almost all conflicts in mines start from 
accusations leveled by local communities that foreign investors violate ecological safety standards 
and damage the environment. The mandatory use of recognized environmentally sustainable 
technologies (ESTs) would address this problem. The indicator determines to what extent a foreign 
investor uses these technologies. The recommended benchmark is 100% of technologies used 
should be environmentally sustainable.  

6. Conservation and clean up after mine closure. This is a very important indicator of a required 
action which should be included in the general conditions of the investment agreement or contract. 
After closure of the mine, the investor should clean up and conserve the deposit on the basis of 
agreed environmentally safe techniques. If these conditions are not included in the investment 
agreement or contract or do not have the explicit written legally endorsed commitment and 
agreement from the investor, the project should not be approved.    

7. Absence of conflicts with local communities. This is an important social indicator, which 
determines the sustainability of an FDI project. Conflicts with local communities are common in 
the mining sector. The indicator determines that when a conflict arises, the project requires urgent 
review with possible outcomes a withdrawal of incentives or support or complete closure. In such 
a sensitive issue, the benchmark should be zero conflicts.  

8. Absence of fatal accidents. It is expected that proper precautions are taken by the project staff 
to ensure that there will be no fatal accidents. In case a fatal accident occurs as a result of the 
construction or operation of the project, the project requires urgent review with possible outcomes 
a withdrawal of incentives or support or complete closure as, clearly, sustainability factors were 
not adequately addressed. For such an important and vital indicator, the benchmark should be zero 
accidents.  

9. Transparency. The project should provide full disclosure of mining operations to the public, 
especially to local communities. The benchmark for this indictor will be an annual report on 
operations and sustainability for public release at least once a year.  

Table 3 summarizes the mining sector specific sustainable investment indicators. 

Table 3. Mining sector-specific sustainable investment indicators 
Sustainable 
development 

dimension 
 

Indicator Weight Benchmark Assessment 
ranking 

Economic Level of extraction  
 

1 
 

80% of declared 
extraction 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 
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Share of extracts used 
for local value-
addition  

2 30% of the total 
extracts 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Rate of reinvestment 3 30% of annual 
profit reinvested 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Contribution to 
research and 
development 

1 5%-10% of annual 
profit 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Environmental Use of environment 
friendly technology 
facilities 

1 
 

 

Presence of such 
technology; 
 

2 if yes, 1- if 
not. 

Conservation and 
clean up after closure 

2 Presence of such 
obligation. 

2 if yes, 1- if 
not. 

Social Number of conflicts 
avoided or resolved 

1 
 

0 conflicts  1- benchmark, 
0 – lower than 
benchmark 

Number of fatal 
accidents during 
extraction process and 
other typical 
production 

2 0 accidents 1- benchmark, 
0- lower than 
benchmark 

Governance Transparency through 
full disclosure of 
mining operations 

1 1 report once a 
year 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

 

3.4. Tourism 

Kyrgyzstan is mainly a mountainous country with relatively untouched natural and cultural 
resources. Tourism was identified as a priority sector in the National Sustainable Development 
Strategy (NSDS) and was included among the priority sectors in the ten-year action plan to support 
SMEs. FDI promotion for the priority sectors of NSDS is a key prerequisite for its successful 
realization.  In 2012, Kyrgyzstan introduced a visa-free regime for tourists from more than 44 
countries which have a GDP per capita of more than $40,000, and by 2019 this list increased to 52 
countries. This action demonstrates that the Kyrgyz Government wants to develop the tourism 
sector. 

Kyrgyzstan has three popular tourism themes. The first is everything that is connected with 
mountain tourism, such as trekking, alpinism, adventure tourism, skiing, horse riding and jeep 
tours in the mountains. The second theme is tourism associated with the Great Silk Road, since in 
Kyrgyzstan there are more than 500 cities and historical sites associated with the Silk Road. The 
third tourism theme is ethnographic as foreign tourists are very interested in nomadic civilization 
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and culture. Finally, yet importantly with very high potential for FDI, is beach tourism at Issyk-
Kul Lake and health tourism. 

The contribution of the tourism sector to GDP in 2018 stood at 5%24 and has high potential 
for growth, with an increasing number of visiting tourists year by year. The Kyrgyz Government 
has an ambitious investment plan to attract FDI and boost the sector that will allow reaching the 
ratio of tourism to GDP to 15%. The objective is for FDI to fill the financing gap for infrastructure 
development, especially for the construction of modern hotels and recreation areas. The 
development of tourism has multiple effects: the benefits are spread across various economic 
agents, including individuals and small enterprises, contributing to income distribution and rural 
development. 

In order to improve the planning and management of tourism development in Kyrgyzstan it 
is important to have adequate understanding of the main issues of tourism and sustainable 
development. In particular, tourism should not negatively affect the natural, cultural and biological 
diversity of the visited place and efforts should be made to limit or avoid damage from tourist 
flows. The use of scarce and non-renewable natural resources of the country should be minimized 
in the provision of tourism services and the development of tourism infrastructure. In addition, 
maximum ecological cleanness should be observed: reduction of air pollution, sustainable use of 
water and land resources, as well as effective and complete disposal of waste left by travel 
companies and tourists. 

1. Number of tourists generated by an FDI project (air and land). This is a main and key 
indicator for tourism project in any FDI project. The more tourists visit the resort or recreation 
area the more profit and other multiple benefits it generates. The benchmark may vary from 100 
(from a small project) to 1,000 (for larger projects) tourists per year.  

2. Amount of money spent per tourist as a result of a foreign invested tourism project. This 
indicator refers to any expenditure made by tourist for accommodation, food and any leisure 
activities during his/her stay in the foreign invested tourism facility. The importance of this 
indicator comes from its multiple effects on sustainability of the project and socio-economic effect 
to the sector. The benchmark may vary from $1,000 per week for small foreign invested tourism 
projects to $5,000 per week for foreign invested luxury resorts. 

3. Number of foreign invested tourism entities (hotels/guesthouses) opened annually. Since 
tourism was defined as a high priority for the country, this indicator plays a key role in assessing 
the contribution of FDI to the sector development and its sustainability. With the increasing 
number of hotels opened, the competition will get more intense and improve the service delivery 
for tourists, which in turn ensures higher demand from tourists. It is also important to take into 
account the balance of regional distribution of hotels. The benchmark for this indicator may vary 
from 1 to 5 foreign invested hotels opened annually, depending on the region.  

4. Extent of tourism infrastructure development by a foreign investor. Since the financial 
capacity of regional authorities in most of the cases is limited, it is very important that an FDI 
project contributes to the development of the relevant tourism infrastructure in the project area. 
This indicator can cover any infrastructure item and amenities ranging from bio toilets in camping 
areas and beach attractions to complex hotel buildings, roads and transmission lines. The 
benchmark indicator is recommended to be at the level of 10 infrastructure units opened annually. 

                                                             
24 National Statistics Committee of the Kyrgyz Republic, 2019, http://www.stat.kg/en/statistics/turizm. 
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5. Amount of local earnings as a result of foreign invested projects. This is a socio-economic 
indicator. The more earnings the FDI project generates for locals the more sustainable the project 
is, especially at the regional level and in remote areas, where the provision of tourism-related 
services can be the only source of income generation for locals. The recommended benchmark for 
this indictor is $1000 per household/entity/year generated for 1 tourist. 

6. Level of damage to the environment from tourists generated by an FDI project. Even 
though tourism is considered to be a less polluting sector compared to others such as mining, the 
environmental damage associated with huge tourist flows should never be underestimated. This 
indicator has a direct negative correlation with the willingness of tourists to visit recreation places, 
as nobody wants to visit polluted areas. To secure the sustainability of the FDI project, the 
proposed benchmark for this indicator expressed in monetary terms should not exceed $500 - 
$1,000 damage inflicted per tourist per year (average) depending on the size of project. 

7. Number of new jobs generated from foreign invested tourism projects for women and poor 
people. As was already discussed above and in other chapters, employment generation is a key 
prerequisite for the sustainability of project, especially at provincial level and in remote areas. 
Women and the poor are the most vulnerable people at the regional level due to the lack of access 
to basic services and therefore, they require additional support. Therefore, it is very important to 
have this social contribution indicator for FDI in the tourism sector, and every project should 
consider it. The benchmark for this indicator can be determined at 5-50 new jobs generated by a 
single project depending on its size. 

8. Extent of local community development. It is obviously, that with the new FDI project, the 
rate of new services provided at the local level should be increased. With the establishment of a 
new tourism facility in a particular region, new types of services will be introduced that can 
contribute to local community development. This mainly means access to basic services such as 
banking, communication (high-speed internet, fax and mobile network), pharmacy, postal 
services, café and restaurants, bakery, grocery, leisure, laundry, etc. The benchmark for this 
indicator is recommended at the level of 10% increase of new types of services provided locally. 

9. Level of access to resources and amenities by tourists. To meet higher demand for tourism 
services the FDI project should maintain high standards of access to its amenities for all potential 
tourists including people with disabilities. Therefore, the benchmark for this indicator should be 
100% of total amenities have access for any kind of tourists, including people with disabilities.  

The following sustainable investment indicators for the tourism sector are proposed as 
contained in table 4. 

Table 4. Tourism sector specific sustainable investment indicators 
 

Sustainable 
development 

dimension 
 

Indicator Weight Benchmark Assessment 
ranking 

Economic Number of tourists 
generated by an FDI 
project (air and land) 

1 
 

100 (from a small 
project) to 1,000 (for 
larger projects)/year 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 
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Amount of money spent 
per tourist as a result of a 
foreign invested tourism 
project 

2 $1,000 per week for 
small foreign 
invested tourism 
projects to 
$5,000/week for 
foreign invested 
luxury resorts  

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Number of foreign 
invested tourism entities 
(hotels/guesthouses) 
opened annually  

3 1 to 5 foreign 
invested hotels 
opened annually, 
depending on the 
region level 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Extent of tourism 
infrastructure 
development by a foreign 
investor 

4 10 infrastructure unis 
opened annually  

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Amount of local earnings 
as a result of foreign 
invested projects 

5 $1000 per 
household/entity/year 
for 1 tourist 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Environmental Level of damage to the 
environment from tourists 
flows generated by an 
FDI project 

1 
 

Damage in monetary 
terms should not 
exceed $500 - $1,000 
per tourist per year 
(average) depending 
on size of project  

2-below the 
benchmark, 1 – 
equal or higher 
than 
benchmark 

Social Number of new jobs 
generated from foreign 
invested tourism project 
for women and poor 
people 

1 5-50 depending on 
size of project 

2-below the 
benchmark, 1 – 
equal or higher 
than 
benchmark 

Extent of local 
community development 

2 
 

10% increase of new 
types of services 
provided locally 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Level of access to 
resources and amenities 
by tourists 

3 100% of total 
amenities have access 
for any kind of 
tourists, including 
people with 
disabilities   

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

 
 

3.5. Power, including renewable energy  

The electric power industry is a strategically important industry and one of the main sectors 
of industrial and agricultural production. Although electrification covers about 99% of the 
population in Kyrgyzstan, in the winter there are interruptions in the supply of electricity. 
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Electric power industry of Kyrgyzstan is the main sector of the economy: its share is 5.5% 
of GDP and 16% of gross industrial output. Currently, the level of development of all potential 
reserves of hydro resources of the country is on average about 10%, of which the Naryn river basin 
has the highest level of development - almost 50% in terms of output and power - with the Toktogul 
hydroelectric power stations located in the lower Naryn river. 

The hydro-energy potential of Kyrgyzstan’s rivers ranges from 140 to 160 billion kWh per 
year. It is important to note that given the current conditions of constant growth of prices for fuel 
and energy resources, difficulties with their supply and limited financial resources of the country, 
mainly hydropower can solve the energy shortage of the country.  

Given the current structure of energy production at high prices, it is impossible to achieve 
the objective of 6-8% steady economic growth rates as contained in the NSDS. To achieve this 
objective, huge investments in the development of energy production are required. In addition, the 
country needs to pursue energy-efficiency to boost sustainable development. From an economic 
point of view, investments in energy efficiency provide a faster and higher economic effect than 
increasing power supply capacity. 

In this situation, a very promising direction of the country’s energy development is to 
attract FDI for the construction of new hydroelectric power plants and the reconstruction of 
existing sources of electricity for both generation, distribution and export of electricity. 

The sustainable investment indicators for FDI in the power industry have to be linked to 
power generation and consumption, coverage of households and commercial sectors, degree of 
transfer to renewable energy, reduction in technical losses and commercial losses, and absence of 
power sector failures. In addition, the general indicators such as supply chain standards have to 
be taken into account, to support gaining access to the global power network, especially under the 
CASA 1000 Project under which electricity is exported to Afghanistan and Pakistan.25   

1. Level of power generation. In Kyrgyzstan, there is still a reserve of power and power stations 
can produce the required amount of electricity in a period when water is at a high level. But in 
view of the fact that consumption throughout the year is not balanced and is sharply growing in 
the winter, the stations’ power generation (measured in MW) and infrastructure capacity are 
insufficient to cover the instantly increased demand in dry periods. In this connection, it is of 
paramount importance that an FDI project provides added capacities and modernizes the power 
distribution network infrastructure. The benchmark for this indicator of power generation capacity 
is recommended at the level of the minimum requirements for small hydro-power plants, which is 
3MW.  

2. Extent of power coverage of population. Although electrification covers about 99% of the 
population in Kyrgyzstan, interruptions in the supply of electricity still occur during wintertime. 
Therefore, an FDI power project should lead to the realization and construction of new power 
generation stations, especially in remote areas. Therefore, the benchmark for this indicator is that 
100% of the project area as specified in the business plan/feasibility study is supplied. 

3. Rate of non-technical losses (commercial losses). Non-technical losses are related to meter 
reading, defective meter and error in meter reading, billing of customer energy consumption, lack 
of administration, financial constraints, and estimated unmetered supply of energy as well as 

                                                             
25 CASA 1000 project stands for Central Asia to South Asia electric grid construction project which is funded by 
several development partners. http://casa-1000.org/ 
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energy thefts. It is a very common phenomenon in the power sector in many developing countries 
and is set at the benchmark level 5% of power distribution. 

4. Extent of reduction in power sector outages as a result of FDI. Due to a shortage of electricity 
during periods of peak loads in the wintertime and failures in the power system, power outages are 
a big problem in Kyrgyzstan. The discomfort caused by the systematic lack of electricity in the 
households causes social tension in society and inhibits the development of industry, in particular 
small and medium-sized businesses. Therefore, an FDI project in the power sector should 
contribute to the reduction of power cut-offs and outages, especially in regions and remote areas. 
The benchmark for this indicator should be at the level of 70% of outages reduction as a result of 
the project in the project area. 

5. Level of renewable energy or energy efficiency technology (hydro, solar, bio, etc.) used. 
The traditional power grid needs support from renewables. In this case, support may be in the form 
of construction of renewable energy facilities in those parts of the country where the security of 
power supply, for a number of reasons, is lacking. The potential for generating renewable energy 
is estimated as follows: wind 45 GWh, small hydropower (below 30 MWh), 8 GWh, solar (heat 
and electricity) 490 GWh and 23 GWh, and biomass 1.3 GWh per year. The benchmark for this 
indicator is therefore recommended to be in the range from 20% in conventional projects to 100% 
in renewable energy projects 

6. Environmental damage control as a result of power station construction and operations. 
Power generation based on renewable energy can be considered as an environmentally friendly 
process. However, the construction process of renewable power stations can cause serious damage 
to the local environment. Therefore, it is important for FDI project to follow the construction safety 
standards and environmental damage control during the construction and operation of the power 
station. Environmental damage control mechanisms should be in place. The presence of such 
control mechanism in an FDI project can be considered as a benchmark for this indicator.  

7. Level of affordable tariffs for consumers.  Today, electricity tariffs for the population start at 
$0.01 per 1 KWh. These rates are the lowest in the world and 1.6 times lower than in Tajikistan, 
3.7 times lower than in Uzbekistan, 5.5 times lower than in Kazakhstan, 6.3 times lower than in 
the Russian Federation, and 13 times lower than in Estonia. These tariffs are subsidized, not 
covering the costs of generating and delivering electricity. In turn, the subsidization of the 
electricity industry leads to an increasing number of enterprises and citizens using electricity. 
Energy companies have no funds left to upgrade and modernize current power systems. As a result, 
there is an increasing degradation of equipment and materials and a significant deterioration in 
their efficiency, taking into account that 53% of all generated capacities were commissioned 40 or 
more years ago, while the remaining 37% were commissioned over 30 years ago. Current tariffs 
make the possibility of attracting FDI in the energy sector, especially in generation, extremely 
difficult. Therefore, an increase in tariffs it is more likely to attract FDI in the sector. The 
benchmark is recommended at $0.1 per KWh, which is considered to be still affordable for 
consumers. 

Table 5 summarizes the power industry sector-specific indicators. 
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Table 5. Power industry sector specific sustainable investment indicators 
 

Sustainable 
development 

dimension 
 

Indicator Weight Benchmark Assessment 
ranking 

Economic   Level of power 
generation 
 

1 
 

3 MW 1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Extent of power 
coverage of population 

2 100% of the 
project area as 
specified in 
business 
plan/feasibility 
study 

2-below the 
benchmark, 1 – 
equal or higher 
than 
benchmark 

Rate of non-technical 
losses (commercial 
losses) 

3 5% of power 
supply 

2-below the 
benchmark, 1 –
higher than 
benchmark 

Extent of reduction in 
power sector outages as 
a result of FDI 

5 70% of outages 
reduction in the 
Project area; 

1-below the 
benchmark, 2 – 
equal or higher 
than 
benchmark 

Environmental Level of renewable 
energy or energy 
efficiency technology 
(hydro, solar, bio, etc.) 

1 
 

Ranging from 
20% in 
conventional 
projects to 100% 
in renewable 
energy projects 

1-below the 
benchmark, 2 – 
equal or higher  

Environmental damage 
control as a result of 
power station 
construction and 
operations 

2 Presence of such 
control 
mechanism 

2 if yes, 1- if 
not. 

Social Level of affordable 
tariffs for consumers 
 

1 
 

$0.1 per KWh 
(currently $0,01)  

2-below the 
benchmark, 1 – 
equal or higher  
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CHAPTER 4 

OBSTACLES TO IMPLEMENT SUSTAINABLE FDI INDICATORS IN KYRGYZSTAN 

Despite the measures being taken to improve a more sustainable investment climate in 
Kyrgyzstan, there are certain barriers in the country that impede FDI in the country. As a result, 
inconsistent actions between different levels of government, as well as the lack of a unified strategy 
to attract state and local authorities, have arisen. 

The current obstacles in achieving SDG in Kyrgyzstan can be explained by various factors, 
but mainly by political and economic obstacles. Political obstacles are: (i) broad and formal 
understanding of SDGs and its importance, without leadership and ownership in the process 
towards achieving them; (ii) inconsistent actions between different levels of government, as well 
as the lack of a unified strategy between central and local government authorities; (iii) weak 
governance, meaning lack of institutional capacity of relevant state bodies and lack of transparency 
in the decision-making process; (iv) corruption; (v) opportunistic trade-off for both government 
and business between profit maximization and sustainability. Economic obstacles are: (i) lack of 
financial resources to achieve the SDGs; (ii) low sustainability in official development assistance 
(ODA) and FDI that are important sources of financing for development; (iii) economic slowdown 
caused by external factors; (iv) environment degradation and natural disasters harming the socio-
economic situation. 

The other important issue is measuring sustainable development. Therefore, there is a need 
to establish specific indicators for key stakeholders involved in the attraction of FDI to measure 
its sustainability. The most relevant solution is to set up sustainable FDI indicators at the national 
level that can serve as guidance and as safeguard for policymakers and IPA officials to make sure 
that the FDI they promote is sustainable. However, it is still a challenge to implement sustainable 
FDI indicators due to a number of obstacles, both political and institutional, including the 
following:   

Lack of political will is the number one obstacle. There can be many reasons for this 
including political instability and lack of transparency, corruption and a declared understanding of 
SDG principles but no action taken. Sometimes governments simply do not want to change the 
situation and introduce new approaches and mechanisms. Instead, they prefer to operate based on 
existing methods, which are mostly intuitive and ad-hoc in nature. Governments may not 
necessarily have bad intentions but may simply consider the implementation of indicators as an 
additional bureaucratic barrier to attracting FDI. Therefore, there is a need for more consultations 
with the Government to explain the necessity of having sustainable FDI indicators. 

Absence of data availability is also considered an obstacle to the effective implementation 
of sustainable FDI indicators. Measuring some of the indicators require reliable and accurate 
statistical data that may not always be available, especially when it comes to regional data 
availability. Therefore, countries need to check on available data or ways to obtain the data for 
measurement before adopting a specific indicator. For the indicators proposed in this study all 
required data can be sourced from the investing company, national and local authorities, 
independent audit reports, and available statistical sources. However, there may be some issues 
with collecting data on environmental indicators due to their technological nature, such as the level 
of GHG emissions or pollution level but to the extent that data are not available, efforts should be 
made to collect and process the data.  
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Lack of institutional capacity in measuring the indicators relates to the availability of 
institutions or staff with the necessary capacity and technical expertise to use and measure the 
indicators, especially, again at the subnational level. Not every local government has knowledge 
or expertise to collect and process the available data. In addition, collecting data requires additional 
human and financial resources as well as permanent capacity building support.  

Lack of financial resources. Governments in developing countries may experience a 
chronic fiscal deficit that hampers the financing of their development needs. They usually allocate 
budgets to priority needs such as salaries and social payments. Therefore, governments may 
consider the establishment of a set of indicators as an additional expenditure and burden to the 
budget which is already very tight. As a result, they may feel reluctant to allocate additional funds 
for this purpose in the budget.  

In order to address the above-mentioned obstacles, the measurement of indicators should 
be conducted in a coordinated way involving all stakeholders. For that purpose, a Joint 
Commission could be established for each specific project, in particular those of large size, 
consisting of representatives of the MNE, local government, IPЗA, relevant government ministry, 
and maybe an NGO, international agency or other third party with expertise in the matters. The 
investing company may be required to undertake the initial measurement of the indicators in 
collaboration with the IPA and local government which should be reviewed by the Commission. 
The company may be required to financially support the operational expenses of the Commission, 
consisting of transport and logistics. National and local authorities will assist with data collection 
from state statistical bodies while an NGO would take on the role of “watchdog” to ensure due 
process. Thus, the Commission will review and monitor the measurement of the indicators and 
assist in collecting the data, report the data from measured indicators to the Project Steering 
Committee who then will discuss the findings and assess the contribution of the FDI to sustainable 
development. Annually, the findings would be submitted to the relevant State Committees who 
would review individual investment projects. The Investment Promotion and Protection Agency 
would use the findings to monitor the impact of FDI in the country and finetune its promotion and 
targeting activities to ensure that more sustainable FDI is attracted to the country.  

Together with addressing those issues and based on the proposed set of FDI’s sustainability 
indicators, the Government needs to establish sound monitoring and evaluation systems to track 
and asses the contribution of any FDI to the country’s sustainable development. The main purpose 
of monitoring and evaluation of the sustainability indicators is to ensure that investment projects 
adhere to required sustainability characteristics. Another important purpose is to provide 
governments with complete and high-quality information on changes in the four dimensions of 
sustainable development for timely reaction and decision-making. The set of measurable indicators 
with a source of reliable data identified in the four dimensions and across the main priority 
development sectors of the country reflects the actual needs and national priorities of Kyrgyzstan. 
As such, these indicators will serve as a sound basis for monitoring and evaluation of investment 
projects in their contribution towards achieving the SDGs and will play a key role in assessing the 
dynamics of change and measuring the effectiveness of progress made in achieving sustainable 
development.  
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CHAPTER 5 

CONCLUSIONS AND RECOMMENDATIONS: USING SUSTAINABLE FDI 
INDICATORS TO ACHIEVE SDGs IN KYRGYZSTAN 

The current socio-economic situation in Kyrgyzstan requires real actions. What is ideal on 
paper is not always feasible and effective in practice. The most important obstacles for all 
developing countries in achieving the SDGs are the lack of finance and weak institutional capacity. 
The Government will not be able to cover all required actions to achieve the SDGs from public 
spending and requires substantial extra-budgetary assistance. While ODA helps to cover these 
financial gaps in most developing countries, the global demand for ODA is very high and ODA 
flows are declining. There also options for innovative financing mechanisms such as green climate 
and carbon funds, which can also finance some priority development objectives, mainly for the 
sake of ensuring environment sustainability.   

However, there is no doubt that the Government will not be able to realize its commitments 
independently, without any support from the private sector and international investors. The private 
sector should definitely play a key role in addressing the main challenges in achieving the SDGs 
through making investments in main development sectors of the economy, either independently or 
in partnership with the Government, with focus on infrastructure development, innovation and 
SME support and skills enhancement while adopting international standards of responsible 
business conduct in their own operations, processes and management. For that purpose, the 
Government, in turn, needs to create favourable conditions for private investment through the 
improvement of the business and investment climate by decreasing the regulatory burden and offer 
certain incentives and benefits. However, at the same time it is an obligation for the Government 
to ensure that private investment contributes to the overall sustainable development of the country 
in all its dimensions. 

Why is sustainable FDI important for Kyrgyzstan? There are a number of obvious reasons, 
including: (a) sustainable FDI has multiple positive effect on the socio-economic situation in the 
country across the four main dimensions of sustainability; (b) sustainable FDI contributes to 
financing for achieving the SDGs and therefore partially closes the country’s funding gap. Thus, 
the Government of Kyrgyzstan needs to establish a mechanism to attract sustainable FDI, based 
on “sustainability characteristics”, and to adopt indicators that measure these characteristics 
appropriately.  

Certain large investment projects currently being implemented in the country could be 
considered as a good example of the need for having sustainable FDI indicators. For example, the 
Kumtor mine, located in the Issyk-Kul region, is one of the main pillars of the economy and the 
largest gold mining enterprise in Central Asia. Its contribution to the Kyrgyz economy in 2018 
amounted at US$302 million, while its accumulated contribution exceeded US$3,774 billion. 
Kumtor’s share in GDP in 2018 was 8.6%.26 Therefore, in terms of economic sustainability, the 
mine made significant contributions. In the meantime, the mine’s production has caused 
environmental harm to the project area, especially on ice glaciers protected by a separate 
environmental law. As a consequence, the Government sued Kumtor company for around US$140 
million on failure to comply with environmental obligations during the development of the mine. 
In addition, there have been conflicts with local communities who were concerned about 

                                                             
26 Kumtor Operating Company Official release, 2019, https://www.kumtor.kg/en/media-relations/contribution-to-
the-kyrgyz-economy/ 
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environmental damage and such conflicts were not satisfactorily resolved. Fortunately, at the 
moment all sides have reached agreement and managed to resolve all issues.27  This case 
demonstrates a solid example where a set of sustainable FDI indicators, covering both the 
environmental and social dimensions in addition to the economic dimension could help 
policymakers and IPA officials in not only in attracting and promoting sustainable FDI but also 
monitoring the sustainability of implementation and operation of FDI projects preventing such 
issues from arising.  

Currently, it is unclear what characteristics or indicators the Government is supposed to use 
as the NSDS and SDG indicators are very general and common. Another issue is the legitimacy of 
the indicators. For any government it is crucially important to have a legal basis for any decision, 
including the approval of large FDI projects, i.e. projects of more than $10 million. The formal 
adoption of the indicators by law would provide a legal foundation for decision-makers in their 
approval of major investment projects, provide transparency on such decisions for all stakeholders 
and help in calculating possible cost and benefits of the potential project. During the planning and 
preparatory stage, every actor such as local governments, business, local communities and NGOs 
can assess all pros and cons and approve or reject the project on the basis of the indicators before 
the project is approved and investments will be made. If prior approval is not possible, the 
Government can still use the indicator in monitoring the investment on its contribution to 
sustainable development and take appropriate action if this is not the case in consultation with the 
investor. Relevant laws could be adopted which make the compliance with indicators obligatory 
for investors. The Government and their relevant state bodies, in particular the IPA, can always 
rely on this set of indicators across the four development dimensions for assessing the performance 
of key priority investment projects.  

Definitely, political and institutional obstacles discussed above, such as lack of political will, 
lack of data availability, weak capacity and lack of financial resources have to be addressed by the 
Government in any case. However, for the purpose of this study, the main recommendation to the 
Government of Kyrgyzstan is the establishment and approval of a comprehensive set of 
measurable indicators as described in chapters 2 and 3 consisting of general and sectoral indicators 
in order to make their use compulsory for all stakeholders at the national level. For this purpose, 
the Government could approve a resolution on the approval and establishment of sustainable FDI 
indicators for the attraction of all private investment projects. The full set of general and sectoral 
indicators proposed in this study may at a minimum provide the basis for further discussion with 
a view to expand and revise them to make them realistic, practical and measurable. The set as well 
as outcomes and recommendations presented in the study can be used by the Government as a 
guidance and background for establishing a final set of sustainable FDI indicators as a legitimate 
mechanism for attracting and realization of sustainable FDI. 

Overall, for achieving the SDGs the country’s authorities need to establish an enabling 
environment for the attraction of various types of finance, private local, private international and 
ODA. In this regard, good governance is very important, i.e. governance that is efficient, effective 
and without corruption. In this regard, sustainability indicators for monitoring and evaluation of 
contribution of FDI towards achieving SDG targets can, at the same time, help ensure transparency 
and accountability of the Government in achieving its sustainable development goals.  

                                                             
27 Kumtor Operating Company Official release, 2019, https://www.kumtor.kg/en/completion-of-the-strategic-
agreement/ 



41 
 

 
 

REFERENCES 

1. A. Azapagic and S. Perdan, Indicators of Sustainable Development For Industry: A General 
Framework, Institution of Chemical Engineers Trans IChemE, Vol 78, Part B, July 2000. 

2. Central Asia to South Asia electric grid construction project funded by several development 
partners. http://casa-1000.org/ 

3. David Gullette, Conflict Sensitivity in the Mining Sector of the Kyrgyz Republic, , 2014, 
OSCE Academy in Bishkek, Kyrgyz Republic. 

4. Legal acts Database “TOKTOM”; The “Law in Investments” of the Kyrgyz Republic, Regime 
of Stabilization, 2015,  

5. Investment Promotion Agency of the Kyrgyz Republic, 2019, http://invest.gov.kg/en/why-
kyrgyzstan/bilateral-international-agreements/ 

6. Prof. John Kline, Guidance Paper On Evaluating Sustainable Foreign Direct Investment, , 
Georgetown University, MCI Working Paper Series On Investment In The Millennium Cities, 
2012. 

7. Kumtor Operating Company Official release, 2019, https://www.kumtor.kg/en/media-
relations/contribution-to-the-kyrgyz-economy/ 

8. Kumtor Operating Company Official release, 2019, https://www.kumtor.kg/en/completion-of-
the-strategic-agreement/ 

9. Ministry of Agriculture of the Kyrgyz Republic, Annual Report for 2018, 2018 

10. Moody’s Kyrgyz Republics Country Profile, 2019, https://www.moodys.com/credit-
ratings/Kyrgyz-Republic-Government-of-credit-rating-808496867 

11. National Statistics Committee of the Kyrgyz Republic, Annual Bulletin, 2019. 

12. National Statistics Committee of the Kyrgyz Republic, 2019, 
http://stat.kg/en/statistics/investicii/; 

13. National Statistics Committee of the Kyrgyz Republic, 2019, 
http://stat.kg/en/statistics/investicii/; 

14. National Sustainable Development Strategy of the Kyrgyz Republic for 2018-2040, 2018, 
http://donors.kg/en/strategy/5174-national-development-strategy-of-the-kyrgyz-republic-for-
2018-2040 

15. Karl P. Sauvant and Howard Mann, “Towards an indicative list of FDI sustainability 
characteristics” (Geneva: ICTSD and WEF, 2017) 

16. World Bank, Doing Business report 2019, 
https://russian.doingbusiness.org/content/dam/doingBusiness/country/k/kyrgyz-
republic/KGZ.pdf 

 

 


