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                             Kyrgyzstan: Economic Overview
Moving Toward Democracy and Free Markets:
The Kyrgyz Republic, a mountainous country of 5 million people, has distinguished itself by adopting relatively liberal economic policies as well as achieving many consecutive years of real economic growth. Economic policymakers hope to sustain growth via exports and by attracting foreign investment. It is the only World Trade Organization member in Central Asia.
In 1990, some 98% of Kyrgyz exports went to other parts of the Soviet Union. Thus, the nation's economic performance in the early 1990s was worse than any other former Soviet republic except war-torn Armenia, Azerbaijan, and Tajikistan.
 However, despite remaining difficulties, economic performance has improved in the last few years.
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 Economic Indicators:
· Mountainous Kyrgyzstan can be seen as a likely target for investment and development due to its abundance of mineral resources, much of which remains untapped.
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Kyrgyzstan was the first CIS country to be accepted into the World Trade Organization.
  Since the 1990s, the Kyrgyzstan Government has reduced expenditures, ended most price subsidies, and introduced a value added tax. Overall, the government appears committed to transferring to a free market economic system by stabilizing the economy and implementing reforms, which will encourage long-term growth.







Economic Structure:
· Kyrgyzstan’s GDP by sector is as follows – agriculture: 37.1; industry: 21.9; services: 41%. Investment comprises 12% of GDP. Its largest trading partners include the UAE at 29.5%, Russia at 19%, China at 11.8%, Kazakhstan at 11.6%, and Switzerland at 5.9%  
 
· The republic boasts a mountainous terrain, which is conducive to livestock rearing, the largest sector within agriculture. Much of Kyrgyzstan’s industrial sector is devoted to agro-processing, the most attractive proposition for foreign investors.
· Kyrgyzstan's principle exports, whose main destinations are other CIS countries, are nonferrous metals and minerals, woolen goods and other agricultural products, electric energy, and certain engineering goods. In 1999, Kyrgyz exports to the U.S. totaled $11.2 million, and imports from the U.S. constituted $54.2 million.

· The government has made steady strides in controlling its substantial fiscal deficit, reducing the deficit to 1% of GDP in 2005.
 
Political Considerations:
· The 1993 constitution defines the form of government as a democratic republic. The executive branch includes a president and prime minister. The parliament currently is bicameral. The judicial branch comprises a Supreme Court, a Constitutional Court, local courts, and a Chief Prosecutor. Kyrgyzstan has an elected president who serves a five-year term. The members of the parliament also serve five year terms.

· The provinces of Kyrgyzstan are Bishkek, Batken Province, Chui Province, Jalal-abad Province, Naryn Province, Osh Province, Talas Province, Issyk Kul Province, and Osh.

· The government states that it wishes to attract foreign investment, create favorable conditions for foreign and domestic investors, and attract direct investments in priority industries of the country. It has announced plans to privatize the largest companies in the strategic sectors of the economy, such as mining, telecommunications, energy, aviation, printing and recreation.

· Kyrgyz law on foreign investments guarantees protection for foreign investors from expropriation, nationalization, and similar actions. It also protects against bureaucratic delays within the Kyrgyz government structure.

· The United States and Kyrgyzstan have established good bilateral relations. The US was one of the first to open an embassy in Kyrgyzstan and the country’s early steps toward democracy and economic reform garnered strong support from the US.

Attractions:
· Ease of Investment: Foreign firms in Kyrgyzstan are allowed full use of their profits and also enjoy considerable tax advantages. Investors are granted relief from import duties on materials needed to establish a business, and they can continue receiving tax relief for up to five years. Kyrgyzstan was also among the first of the former Soviet republics to create free economic zones, where taxes would be abated and duties waived.
· Mineral Resources: Kyrgyzstan is home to the Kumtor Gold Mine, which opened in 1997 and is based on one of the largest gold deposits in the world. The government also plans to further develop considerable remaining coal deposits (estimated at 2.5 billion tons) in order to reduce dependency on foreign energy sources. A particular target of this policy is the Kara-Keche deposit in northern Kyrgyzstan, whose annual output capability is estimated at between 500,000 and 1 million tons. 

· Sound Fiscal Policy: Recently, the Kyrgyzstan government reduced the fiscal deficit to only 1% of GDP in 2005.

Troubled Spots:
· Political Instability: Since the ousting of President Akayev, a result of 2005 “Tulip Revolution”, political stability remains elusive in Kyrgyzstan as various groups and factions allegedly linked to organized crime struggle for power.
· Difficult Geographic Location: The position and climate of the country geographically works to its disadvantage from an economic viewpoint, as the region is prone to harsh climatic conditions and is in an earthquake zone.
· Corruption: Transparency International’s 2005 report noted that Kyrgyzstan scored a 2.3 out of 10 (10 being the cleanest)—ranking 130 out of 158.
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