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Country: Kyrgyzstan

Social and Economic Background of Kyrgyzstan

According to the World Bank, in 2004, the Kyrgyz Republic (Kyrgyzstan) had a population of 5.1 million people, 63% of whom were between the ages of 15 and 64.  The 2003 GNI per capita in terms of current international dollars was $340 up from $290 in 2002. Kyrgyzstan had an unemployment rate of 18% in 2004, according to the U.S. Central Intelligence Agency (CIA).  CGAP indicates that Kyrgyzstan’s informal sector is 39.8% of the nation’s GNI. The World Bank indicates that the overall poverty level in Kyrgyzstan has fallen from 55.3% in 1999 to 40.8% in 2003. The World Bank reports 2% the population lives on less than US$1 per day, and 24.7% of the population lives on under US$2 a day in 2002. According to the United Nations Development Programme (UNDP), the GINI coefficient for Kyrgyzstan in 2003 was 29.0. CGAP estimates that Kyrgyzstan’s M2/GDP ratio was 10.6% in 2003. Kyrgyzstan received $46 million FDI net inflow and $89 million foreign aid and development assistance (both in current USD) in 2003, according to the World Bank.  
The currency of Kyrgyzstan is the Som. The average exchange rate was Som46.94:US$1 in 2002, Som43.65:US$1 in 2003 and Som42.65:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Kyrgyzstan participates in the World Bank and IMF’s Financial Sector Assessment Program (FSAP). Microfinance issues are covered in the Financial Sector Assessment (FSA) report and the Financial Sector Stability Assessment (FSSA) report in 2003.

Doing Business in Kyrgyzstan

Kyrgyz entrepreneurs can expect to go through 8 steps in order to launch a business over the course of 21 days, at a cost equal to 11.6% of GNI per capita, according to World Bank Statistics for 2004. Kyrgyz entrepreneurs must deposit 0.6% of GNI per capita in a bank to obtain a business registration number. It takes seven procedures over the course of 15 days at a cost of 5.3% of GNI per capita to register business property in Kyrgyzstan, according to 2004 World Bank statistics. 

Kyrgyzstan scored 8 out of 10 on the World Bank’s Legal Rights Index and 0 out of 6 on the World Bank’s Credit Information Index in 2004.. The World Bank judges investor protection through its Disclosure Index, which measures the level of protection through disclosure of ownership and financial information. Kyrgyzstan has a score of 3 out of 7 on this index.

Regulatory and Legal Environment of Kyrgyzstan

The World Bank indicates that the overall cost of enforcing contracts as a percentage of debt is 47.9%, and it takes 492 days and 46 procedures to collect. Costs are those associated with bankruptcy resolution, court costs as well as fees of insolvency practitioners, lawyers and accountants. Completely filing bankruptcy takes about 3.5 years with a cost of 4% of estate value. The recovery rate for creditors in Kyrgyzstan is $0.24 per USD, according to the World Bank.

On July 30, 2002, the Kyrgyz Republic officially recognized the work of microfinance institutions (MFI) by passing legislation giving the National Bank of Kyrgyzstan the authority to create a legal framework governing MFIs. The Kyrgyz Republic Law on Microfinance Organizations attests to the importance of MFIs in the country by defining the goals of MFIs and providing a predictable framework for MFIs to function in. Once certified by the National Bank, MFIs are treated as national enterprises and must govern themselves within the same framework as any other Kyrgyz lending institution. Further to the legislation regarding MFIs, the Kyrgyz government has also implemented a set of legal mandates regarding access to credit and credit information. 
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Kyrgyzstan

According to CGAP’s Country Indicators Report of July 2003, there are a multitude of outlets offering financial products to the people of Kyrgyzstan. 22 licensed commercial banks operate in Kyrgyzstan with an estimated total of US$92.8 million in deposits. The main function of commercial banking institutions is to attract and allocate deposits from individual and legal entities, and so are not focused on creating a more inclusive financial system. Commercial banks do not offer substantial, long term, non-collateral loans.

CGAP reports that the Kyrgyz Agricultural Finance Corporation (KAFC), a government owned non-banking financial institution (NBFI), was developed in 1996 to augment the rural financial system. KAFC targets poor rural farmers to assist them in the development of medium sized farm corporations. KAFC serves approximately 25,000 clients with a US$21.5 million lending portfolio and does not collect any deposits. KAFC has a US$15 million credit line supported by the International Development Association. This institution has had marked success in providing small scale, long term non-collateral loans to existing medium size agriculture corporations. There are also 172 licensed credit unions operating in Kyrgyzstan offering services to 7,350 clients. US$10 million in funds is provided by the Asian Development Bank (ADB) to target and distribute small loans to the agricultural sector through the credit unions. The credit unions are able to accept deposits, make loans to members as well as provide financial services to members.

According to Asel Sulaimanova, the BISNIS Representative in Kyrgyzstan, there are more than 70 microfinance agencies and companies operating in Kyrgyzstan, 11 of which are supported by UNDP. These institutions distribute long term, non-collateral loans in the villages. The effects of larger MFIs, such as FINCA Kyrgyzstan, have been significant. For example, FINCA provides loans ranging from US$50 to US$500 to low-income entrepreneurs on a commercial basis, serving nearly 20,000 clients.
According to the World Bank, the microfinance program in Kyrgyzstan is serving 33,000 clients.

Kyrgyzstan is not involved in the Global Microentrepreneurship Awards (GMA) in 2005.
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