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Executive Summary

Overview

The World Bank approved two programmatic series of development policy operations
(DPOs) from 2013 through 2016 to improve governance and private sector development
in the Kyrgyz Republic. The strategic focus of both series” objectives was highly relevant
to the country context: weak governance (which had become evident during the 2010
revolution) and the need to shift to a private sector—oriented model of development to

increase long-term economic growth.

In 2012, when the first DPO series was being designed, the main development
challenges facing the country included weak governance and the country’s vulnerability
to economic shocks. In mid-2010, protests overthrew the government, and ethnic
violence erupted in the south of the country. More than 300 people were killed, and
approximately 357,000 people were displaced. The protests were fueled primarily by
perceptions of corruption, nepotism, and misuse of public assets.

The economy of the Kyrgyz Republic, a lower-middle-income country, is heavily
dependent on gold mining and remittances, both of which are particularly vulnerable to
external shocks (World Bank 2012c). In 2011, gold production accounted for 12 percent
of gross domestic product (GDP) and 44 percent of exports. Remittances amounted to
the equivalent of more than 20 percent of GDP in 2008 and increased to more than

30 percent of GDP by 2012. Productivity was generally low, and the country had high
structural unemployment and a large informal sector. Financial markets were
underdeveloped; the ratio of private sector credit to GDP was approximately 25 percent
in 2012, and few firms financed investment through bank loans.

Design and Preparation

The first two operations were part of a programmatic series named the Development
Policy Operation Series. It consisted of DPO1 (P126034) and DPO2 (P126274) for

$25 million each, approved in July 2013 and June 2014, respectively. The second series
was named the Governance and Competitiveness Series (P148099). It was originally
designed to include two operations, but the second operation was dropped because of a
failure to satisfy the indicative triggers specified in the first operation.

The project development objective for the first series was to strengthen public sector
governance and sharpen competitiveness and enhance the attractiveness for private
investment. The aim was to support the government with the implementation of reforms
and policy priorities highlighted in the National Sustainable Development Strategy



(2013-17) and the Medium-Term Development Program of the Kyrgyz Republic for
2012-14.

The project development objective of the first DPO of the second series was (i)
strengthening governance and anticorruption efforts and putting in place enforcement,
evaluation, and monitoring mechanisms; (ii) implementing key priority areas in the
judicial sector to promote the rule of law; (iii) improving public sector accountability and
efficiency in the management and use of public resources; and (iv) sharpening
competitiveness and enhancing the attractiveness for private investment.

There was substantial commonality and overlap between the two series, as evidenced by
the policy areas. Under governance and anticorruption policy, three of the four policy
areas were virtually identical in the two series. They both focused on corruption,
transparency in public procurement, and transparency and accountability in the energy
sector. The policy areas in the private sector competitiveness pillars were less closely
aligned, except for risk-based firm inspections, but the general theme of improving the
business environment was common to both series. Although this was less the case for
the second series, the overall objective of private sector competitiveness was continued
and was the motivation for including the second series in this Project Performance
Assessment Report.

The two DPOs in the first series and the DPO in the second series aimed to strengthen
governance and improve the business environment in the Kyrgyz Republic. The wide
range of reforms implied that the prior actions in the DPOs of both series involved many
implementing institutions. These included the counterpart ministry (Ministry of
Finance) and nine other ministries, plus the cabinet of ministers. This complicated the
process of achieving meaningful reform, which was compounded by frequent changes

in government.

The two operations of the first series contained 10 subpolicy areas and 10 prior actions.
The subobjectives for the first series spanned a broad range of reform priorities and
included reducing corruption, improving budget discipline, strengthening the energy
sector, judicial reform, encouraging business start-ups and business operation,
enhancing access to finance, improving financial sector supervision, and strengthening
deposit protection.

The series aimed to address governance, electricity, property rights, and contract
enforcement (through judicial reform). The reduction in reform ambitions, particularly
in the energy sector as subsequent operations were designed, weakened its impact.



Results

The operations achieved some successes, but overall, their impact was low. The major
positive outcome was the approval and implementation of the public procurement law,
which established transparent procedures for public procurement. The World Bank
continued supporting the use of the law and assisted in its provisions being maintained.
Unfortunately, the reform was not sustained. In 2019, amendments to the public
procurement law significantly reduced the effectiveness of the procurement framework
by abolishing key provisions of the law and substantially increased the potential for
corruption in the procurement process.

There was also success in improving deposit protection and transfer of responsibility for
social insurance payments to the State Tax Service. However, the operations failed to
make substantial improvements in governance and reducing corruption, address many
of the most binding constraints to private sector development, and improve energy
sector governance and bring tariffs closer to cost recovery.

A major reason for inadequate outcomes was weak commitment to reform, but this did
not deter the World Bank from proceeding with successive operations. At each stage of
project preparation, ambitions were reduced. The risks associated with each operation
were high, especially those associated with politics, governance, and weak institutions.
An important focus of the operations was to achieve reform in the energy sector, which
failed. The risk mitigation measures identified were too weak and were not
implemented. The cancellation of the second operation in the Governance and
Competitiveness DPO series was an appropriate response to lack of progress on reform.

What Worked

Factors that drove successful reforms included their narrow focus. In the case of the
procurement reform, its implications were not fully appreciated by vested interests, who
could not reverse them at first. However, amendments to the procurement law in 2019
essentially eviscerated the effectiveness of the procurement processes. The reforms that
were successful were supported by complementary World Bank Group interventions,
primarily in-depth technical assistance.

What Didn't Work

Many of the prior actions consisted of laws submitted to parliament, action plans, and
decrees, which failed to move reforms along the results chain toward development
objectives. In other cases, particularly regarding corruption, the design of the two series
did not attach penalties to the failure to comply with measures contained in prior
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actions. This was illustrated in many instances of shortcomings characterized by slow
implementation or lack of enforcement of the measures that had been passed.

Lessons

The findings of this Project Performance Assessment Report lead to several operationally
relevant lessons.

In a high-risk context, DPOs that are more targeted may have a greater chance of
success, with implementation supported by complementary interventions (for
example, investment projects and advisory services and analytics). The scope of DPOs
reviewed in this assessment was quite broad, and few results were achieved linked to
the critical constraints facing the country. Furthermore, the operations required the
coordination of many ministries. A more targeted approach would allow for closer
follow-up through policy dialogue focusing on fewer prior actions and on the agencies
that demonstrated strong reform commitment.

Discussion of risks to the success of budget support operations should reflect the
compounding of risks from parallel budget support operations. Several of the reforms
supported by these operations were also supported by the Energy Sector DPO and the
Economic Governance DPO. Each of the operations was considered high risk. The
Implementation Completion and Results Report Reviews noted that the risk to the
sustainability of development outcomes was high. The mitigation measures that the
teams identified in the program documents were insufficient; nevertheless, at each stage,
the program documents expressed optimism that the reforms would be implemented.

Analytics that take a broader view of constraints to achieving DPO objectives (in this
case, those related to private sector development) are needed to ensure relevant
design; more narrowly targeted analytics help justify specific reforms. The DPO series
benefited from standard Bank Group analytics to examine specific issues, but an
overarching framework for identifying and prioritizing constraints to private sector
development was missing, and the teams did not draw on available analytics from other
donors.

The focus on governance and competitiveness was appropriate but raises questions
regarding whether DPOs are the right modality in the Kyrgyz Republic to achieve
reforms that frequently are slow to come to fruition. In the case of the Kyrgyz
Republic, political will flagged early, but the World Bank continued to waive important
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triggers to provide budget support. In both series, policy actions in the initial operation
were not followed by critical next steps, which compromised achievements.

Oscar Calvo-Gonzalez
Director, Human Development and Economic Management Department
Independent Evaluation Group
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0630p

BcemupHbiii OaHK yTBepaua ABe IIporpaMMHBIE Cepuy OIepaluii MO IoAJAep>KKe
noantukn passutyst (OITTIP/DPO) ¢ 2013 mo 2016 roa Aas yAydIeHNs yIIpaBAeHNs U
pasBuTMsa  yactHoro cekrtopa B Keipreisckoit  PecriyOauke. CrpaTernyeckas
HaIlpaBAeHHOCTh O0euXx lieAeli cepun onepannii Obl1a BecbMa akTyaabHa 445 CTPaHOBOTO
KOHTEeKCTa — caaboe yrpapaeHue (4T0 CTaa0 04eBUAHBIM BO Bpemsi pesoatonuu 2010 roaa)
U HeOOXOAMMOCTD IIepexoja K OpPMeHTUPOBaHHON Ha YaCTHBIN CEKTOP MOAeAN Pa3BUTIASI

A1 YBeANYIEHNT A0ATOCPOIHOTO DKOHOMMYIECKOIO POCTa.

B 2012 roay, xorga paspaOareiBasach nepsasi cepusi OIIIIP, ocHoBHble mpoOAeMbI
Pas3BUTHIS, CTOSIIINE TIepeJ CTPaHOM, BKAIouaau: (i) caaboe ynpasaenue u (ii) ys3BMMOCTb
CTpaHBI K ®KOHOMIYecKuM rotpsicennsaMm. IIporectsr B cepeanne 2010 roga npusean
CBEeP>KEHUIO MPaBUTeABbCTBA, a Ha IOTe CTpaHbl BCIBIXHYAO STHUYeCKOe Hacuaue. boaee
300 yeaoBex Ob1a1 yOuTe 1 0k040 357 000 yesoBex Ob1a1 mepeMerieHsl. [IpoTecTs! OpLan
BBI3BaHBI, I1aBHBIM 00pa30M, BOCIIPUATIIEM KOPPYIIIINHU, KyMOBCTBa U 3A0yIIOTpeO.AeHms

ToCy4apCTBEHHBIMI aKTVBAMI.

Oxonomuka Keipreisckoir PecriyOamkm, cTpaHbl ¢ ypoBHEM J0XOJa HIDKe CpegHero,
CMABHO 3aBUCUT OT A0OBIUM 3010Ta U A€HEKHBIX I1epeBOJ0B, KOTOpPble 0OCOOHHO yA3BUMBI
K BHEeIITHIM 1toTpsiceHusM. B 2011 roay mpounspoAcTBo 3010Ta coctasasa0 12% BBIT 1 44%
9KcIIopTa. /leHe>kHble IepeBOAbl COCTaBMAN B 9KBuBadeHTe 0oaee 20% BBIT B 2008 roay n
yBeaAnunAnch Ao 6oaee yem 30% BBII x 2012 roay. IIpousBoauTeabHOCTH, B 11€10M,
ocTaBaJach HU3Kasl, U B CTpaHe OTMeYaACs BBICOKIIT ypOBeHb CTPYKTYPHOI 0e3paboTUITBI
u Ooapmont HepoOpMaAbHBIN CceKTOp. (PUHAHCOBBIE PBIHKM OblAM €Aa00 pPa3BUTHI;
OTHOIIIeHMe KpeauTos yacTHOro cekropa K BBII B 2012 roay cocraBasao okoao 25%, u

ANIIb HEMHOTIEe Cl)I/IpMI)I (l)I/IHaHCI/[pOBa/H/I JHBECTUIINN Yepe3 OaHKOBCKIE KpeAUTHI.

npOeKTI/I poBaHMe U NoAroToBka

Ilepsble ABe omepanumu OBLAM YacThIO IIPOIPaMMHON cepuM I104, HaspaHmeM «Cepuu
onepayuii 6 n0ddepxxy norumuxu paseumus». Oun cocrosan uz DPO-1 (P126034) u DPO-2
(P126274), mo 25 muaanonos goaaapos CIITA kaxxaast, yreepKAeHHbIX B nmioae 2013 roga
n nioHe 2014 roga cooTseTcTBeHHO. Bropas cepus Oblaa HasBaHa cepueil «Ynpasaenue u
Korkypenmocnocoorocmv» (P148099). IlepsonauaabHO, IIpu pas3pabOTKe, 9Ta cepusd
cocTosiAa ABYX OIlepaliiiif, HO BTOpas oIlepalnys Oblla OTMeHeHa 13-3a HeCIIOCOOHOCTU
YAOBAETBOPUTH UHAVKATUBHBIE TPUITEPBI, yKa3aHHbIe B IIepBOJI OIlepally.
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IHeapto pa3pabOTKM HpOrpaMMBbl A4Sl IIePBOI cepum OBLAO YKperldeHue yIpaBAeHUs
TOCy4apCTBEeHHBIM CEKTOPOM I IIOBBIIIEHNEe KOHKYPEeHTOCIIOCODHOCTM, a TakXke
TIOBBIIIEHNe IIPUBAEKATeAbHOCTU AAs JacTHBIX MHBectuumit. lIleap cocrosiaa B TOM,
4ToOBI NogAepkath IlpaBureanctBo B peaamsanuu  pedpopM U HOAUTUIECKUX
IIPMOPUTETOB, BblAeAeHHBIX B HaljnoHaAbHON CTpaTerny yCTOMYMBOIO pasBUTHA (Ha
2013-17 roapr) n CpegnecpouyHnoii nporpamme passutus Keipreizckoir PecriyOanku Ha
2012-14 roapl.

Ilear paspaborknm mporpammsl mnepsoit OIIIIP Bropoit cepum 3akaiodadach B
caeaymomieM: (i) ykpernaeHue ycuAuii B 00AacTu yrpapaeHus 1 OOpnObI ¢ KOppynumen u
co3jaHue MeXaHM3MOB IpaBOIIPUMeHeHMs, OlleHK! U MOHMTOpMHIa, (i) peaamsaiius
KAIOYeBBIX IIPMOPUTETHBIX 004acTeil B Cy4e0HOM CeKTOope AAsl COAeNICTBIS BePXOBEHCTBY
Ipasa, (iii) moBbIIIeHN e TOAOTYETHOCTH U D(PPEKTUBHOCTY TOCYAaPCTBEHHOTO CeKTOpa B
yIpaBA€HUM ¥ MCIIOAB30BaHUM TOCYyJapCTBEHHBIX PeCypcoB, a TakKe iV) IOBBLIIIeHUe

KOHKypeHTOCHOCO6HOCTI/I U ITOBBIIIIEHVIE ITPMBAEKATEAPHOCTU YaCTHBIX VHBECTULINIL.

Mexay 9TUMM AByMsI CepUsAMU CylIeCTByeT 3HauMTeAbHas OOIIHOCTh U AyDAMpOBaHue,
0 YeM CBUAETeAbCTBYIOT 004aCTy ITIOAUTHUKHU. B pamMKax HOAMTUKM B 00AaCTH yIIpaBAeHNs
1 GOpBOBI C KOPPYIIIMEN TPU U3 YeThIpeX 001acTell HOAUTUKY IPaKTUIeCKN MAeHTUIHBI
B AByx cepmsax. OHm o00e coOCpelOTOUMANMCh, Ha KOpPPYILUM, HPO3PadyHOCTH B
rOCyAapCTBEHHBIX 3aKYIIKaX, a TaK>XKe IIPO3padHOCT U IIOAOTYETHOCTH B DHEPIeTUIYECKOM
cexTope. XOTsI 001acTM MOAUTUKM B paMKaX KOMIIOHEHTOB KOHKYPEHTOCIIOCOOHOCTU
YaCTHOTO CeKTOpa He CTOAb TeCHO YBSI3aHBI, 3a MCKAIOUEHNEM ITPOBEPOK MPeATIPUITUI,
OCHOBaHHBIX Ha OIleHKe PUCKOB, OOIas TeMa yAydllleHUs AeAO0BOM CpeAbl sBASeTCs
oO111eit a4as1 obenx cepuii. XOTs DTO, B MeHbIIIel CTelleH!, OTHOCUTCS KO BTOPOI cepu,
oO1ras 11eAp obecriedeHNsI KOHKYPEHTOCIIOCOOHOCT YaCTHOTO CeKTopa ObLla cOXpaHeHa

U IIOCAY>K1Aa CTUMYAOM AAsl BKAIOYeHUs BTopoit cepun B 3Ty OITIIP.

O6e OINIIIP nepsoii cepun u OINIIIP BrOpoIt cepuy ObLAM HallpaBA€HBI Ha YKpeIlleHue
yIpaBAeHNs 1 yaydlleHne ousHec-cpeanl B Koiproisckoit Peciyoamuke. IInpokunit kpyr
pedpopM mogpasymesaa, 4yTo npegpiaymiue aeiictsus B pamkax OIIIIP oGeux cepmit
KacaAlCh 3HAUMTEABHOIO 4YlcAa yupexXdeHuir-ucrnoanmureseir. K HuM oTHOCHAMCH
MMHMCTepCTBO-TapTHep (MuHMCcTepcTBO (PMHAHCOB) U A€BATH APYTMX MMHUICTEPCTB, a
Takke KabuHeT MMHICTPOB. DTO OCA0XKHA0 IIPOIeCC AOCTVKEHN s 3HAUMMBIX pepopM,
9TO TaKXKe yCyIry0As51410Ch 4aCTOl CMEHOJ IIpaBUTeAbCTBa.

/JBe olepaliuy epBoi cepun codep>kaan AecATh HOAIIPOrpaMMHBIX 00AacTell U AecsAThb
OPeABIAYIINUX AEVICTBUIA. IToannean mnepsoit cepuM OXBaTbIBaAM IIMPOKUI KpPyT
NpuopUTeToB pepOopM I BKAIOYAAU COKpallleHNe KOpPYHLNY, yAydllleHne 0I04KeTHOI
AVICITUTIAVIHEI, YKpeIlA1eHle DHepreTUIecKoTo CeKTopa, CyAeOHyI0 pepopMy, ITOOIIpeHne
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6M3HeC-CTapTaHOB n A€A0BBIX onepaum?l, pacmumpenne AOCTyIla K (l)I/IHaHCI/IpOBaHI/IIO,
yAy4d1ieHNe Ha430pa 3a Cl)I/IHaHCOBbIM CEKTOPOM I yCHAEHNE 3allIUThI ACTIO3VTOB.

Dta cepus Oblaa HallpaBAeHa Ha pellleHNe BOIIPOCOB yIpaBAeHNs], 9AeKTpOCHa0OXKeH s,
IpaB COOCTBEHHOCTM 1 OOecIieueHms: Co0AI04eHNsI KOHTPAKTOB (IIOCPeACTBOM CyAeOHOIM
pedopmsr). Cokpamienne amounnit 8 o6aactu pepopM, OCOOEHHO B HHEPreTMIeCKOM
CEeKTOpe II0 Mepe TOro, Kak OplaM padpaboTaHbl ITOCAeAyIOIIe onepanuy, 0caaduao eé

BO3A€IICTBUE.

Pe3ynbTarthl

Onepaunmu 40CcTUrAM onpejeAeHHBIX YCIIeX0B, HO, B 11eA0M, UX BAUsAHME ObLA0 HUSKUM.
OCHOBHBIM ITOAOKUTEABHBIM Pe3yAbTaTOM CTaA0 yTBep>XKAEHUEe U peaansanns «3akoHa
O TrOCyAapCTBEHHBIX 3aKyIIKax», B KOTOPOM ObLAM yCTaHOBAEHBI IIPO3payHble IPOoLeAyphl
rOCyJapCTBeHHBIX 3aKyIloK. bank mpogoakaa 1moadepsKuBaTh MCIIOAHEHUE 3aKOHa WU
COAENICTBOBAA COXpaHeHuIO ero moaoxenuit. K coxasenuio, pedpopma He Oblaa
npogoaxena. B 2019 roay mnomnpaBku B «3aKOH O TIOCyAapCTBEHHBIX 3aKyIIKax»
CYIIIeCTBEHHO CHU3NAM DPQPEeKTUBHOCTh CUCTEMBI 3aKYIIOK 3a C4eT OTMEHBI KAIOYeBBIX
IOAOXKEHNN 3aKOHa U CYIIeCTBeHHO YBeAMYMAM BO3MOKHOCTU AAs KOPPyILIUM B

IIponecce 3aKyI1oK.

Taxoke OBIAM AOCTUTHYTHI YCIIeXM B YAYYIIEHUM 3allIUTHl AETIO3UTOB I Ilepejade
OTBETCTBEHHOCTM 3a BBINAATHI IO COIIMAABHOMY cTpaxoBaHNIO locysapcTBeHHOI
HaA0TOBOM cay>k0e. O4HaKO B X0Je DTIX ollepaluii He y4aA0Ch A00UTHCS CYIIeCTBEHHOTO
yAydIlleHus B yIIpaBA€HUM ¥ COKpaIlleHIM MacIITaboB KOPPYIIUY, YCTPaHUTh MHOIe
13 HamboAee Cephe3HBIX IIPEILITCTBUII Ha ITyTH Pa3BUTU JAaCTHOIO CEKTOpa, a TakKKe
VAY4IIUTL VIIpaBA€HMe DHePTeTUYecKMM CeKTOpOM MU HOpUOAUBUTL Tapu@sl K
BO3MEIIIEeHNIO PacXx0A0B.

OAHOIT M3 OCHOBHBIX INPWYMH ILAOXMX Pe3yAbTaToB Oblla cAabas HpUBEP>KeHHOCTDb
pedopme, HO BTO He momemaao banky mpogoaxkars mocaegyomue onepauun. Ha
Ka>kJO0M dTarle HOAIOTOBKM IIpOeKTa aMOMITNM CHY>KaANUCh. Pucky, cBsizaHHbBIE C KaXKA01
omepaiineil, ObIAM BBHICOKMMM, OCOOEHHO Te, KOTOpble OBIAM CBA3aHBI C ITOAUTHUKOIL,
yIpaBAeHMeM U CAaObIMM MHCTUTyTaMU. BaskHBIM HallpaBAeHMeM ollepanuii ObL10
nposeseHne pedopMbl B DHePTeTMYecKOM CeKTOope, KOTOpas TaK UM He COCTOsAach.
BrlsiBAeHHBIE Mephl IO CHM>KEHUIO PUCKOB He ObLAM AOCTaTOYHO pelINTeAbHBIMIU U He
Oopran ocymiectBaeHpl.  Ormena Bropon omnepanumu B cepun OIINIP mo Bompocam
yIIpaBAeHMsI M KOHKYPEHTOCIIOCOOHOCTM Oblla ajeKBaTHON peakiiueli Ha OTCYTCTBUe
Iporpecca B IposeAeHnn pepopm.
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Uto cpabotano

daxTOpBl, KOTOpBIE NPUBEAN K yCIIeIIHbM pedopMaM, BKAIOUaAU B ceDsl TO, 4YTO OHU
ObLAM  y3KOHallpaBAeHHBIMHU.  YTO KacaeTcsa pedOpMBI CUCTeMBI 3aKyIlOK, TO eé
IIOCAEACTBIS M3Ha4aAbHO He OBLAM B IIOAHOJ Mepe OlleHeHBI TeMH, KTO Ipecae]oBas
KOPBICTHbIE HTEpeChl, I IIODTOMY OHU He CMOTAM OOpaTuTh eé BersaATh. OgHaKO yXKe B
2019 roay mompaBKM B 3aKOH O 3aKyIlKaX CyIIeCTBeHHO mogopBaau 9¢pQPeKTUBHOCTDb
IIPOIIeCCOB 3aKyIOK. YcIelHsle pedopMbl OblAM HOAAepsKaHbl AONOAHUTEALHBIMMU
BMemnaTeanctsamu I'pynmer Bcemupnoro 6anka (I'BB), B nepsyio ouepean yray0aeHHOM

TEeXHNYECKON ITOMOIIIBIO.

Uto He cpaboTano

MHorne u3 NpeAbBIAYIINX AEMCTBUII COCTOSIAM W3 3aKOHOB, IIpeACTaBA€HHBIX B
IapAaMeHT, I11aHOB AEVICTBUI U yKa30B, KOTOpble He CMOTAU IIPOABUHYTH pe(pOPMBEI IIO
IleTIOYKe pe3yabTaToB K IeasM passutus. B apyrux caywasx, ocoOeHHO B o0aacTu
KOppyILINY, KOHCTPYKUM: JABYX Cepuii He IpedycMaTpuBaja HakKa3aHUs 3a
HEeBLIIIOAHEHUe Mep, HPeAyCMOTPEeHHBIX B IPeAIIeCTBYIOIINX AeMCTBUAX. ITO
CBUAETEALCTBYeT O MHOIMX CAyYasX HeJOCTaTKOB, KOTOphble XapaKTepu3OBaAlCh
MeJJeHHBIM OCyIlleCTBAeHNeM UAM HeAOCTaTOYHBIM oOecIiedeHreM COOAIOAEHILs

IIPUHATBIX MEP.

Ypoku

BbIBOAbI sTont OIIIIP 1103BOASIOT U3BA€YL HECKOABKO Ba’>kKHBIX, C OHepaL[I/IOHHOﬁ TOYKI

3peHIs], YPOKOB.

B xonrekcte Bpicokoro pucka OINIIIP, xoTopele ABAAIOTCS OOee IieAeHarpaBAeHHbIMIA,
MOIYT MIMeTb OOABbIIIe IIIaHCOB Ha YCIIeX, IIPY DTOM OCyIIiecTBAeHNe OyeT HOAKPeIASThCS
AOTIOAHUTEABHBIMY MePONPUATUAMM (HaIlpUMep, MHBECTUIIMOHHBIMU IIPOeKTaMI U
ACA). Oxsat OIIP, paccMOTpeHHBIX B XO4€ DTOM OIIeHKM, OblA AOBOABHO IIMPOKUM, U
OBLA0 AOCTUTHYTO MaAO pe3yAbTaTOB, YTO CBSI3aHO C CEPBEZHBIMU TPYAHOCTSIMMU, C
KOTOPBIMIU CTaaKMBaeTcs crpaHa. KpoMe Toro, a1i onepanum TpebyOT KOOpAMHAIINN CO
CTOPOHBI 3HAYUTEABHOTO YMCAa MUHUCTepcTB. boaee IeseHampaBaeHHBIN I10AXOA,
II03BOAMA OBI OCYIIECTBASTh 0OJAee TeCHYIO IOCAeAYIOIIYIO AesTeAbHOCTh Ha OCHOBE
Auajora 10 BOIIpOcaM IOAUTHUKM C yAeAeHNeM OcOOOIO BHMMAaHUs MeHbBIIeMY YMCAY
NPeALIeCTBYIOIINX Mep U yYpeXKAeHUsIM, KOTOpble HPOAEMOHCTPUpPOBAAl TBEPAYIO
HIPUBEP>KEHHOCTL pedopMe.

O0Ocy>xaeHue PpUCKOB AAsl ycIexa onepaumuil II0 OIOAXKeTHOM IogAep>kKKe AO0AXKHO
OTpa’kaTb COBOKYIIHOCTb PICKOB, CBA3aHHBIX C IlapaAleAbHBIMU OIepauusMu II0

O104xeTHOI noagep>kke. Hekoropsie u3 pedopm, I1ojaep>KaHHBIX TUMM OIlepalsIMI,
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Oopran  Taxke mnoagep>kaHel OIIIIP cexkropa sHepretumku wu OIINIP ynpasaeHns
sKoHOMUKOM. Kaxkaas1 13 onepaninii camrasach BBICOKOPUCKOBOM. B otuérax Bcemmpnoro
DaHKa 0 3aBepllleHnN peaausanyu 1 pesyapratax npoekra (ICRR) ormeuvaercs, 9To puck
AAsl YCTOMUYMBOCTY pe3yAbTaToOB B 004acTy pPasBUTHUsA SABASETCs BBHICOKMM. Mepsl 1o
CMATYEHMIO TIOCAEACTBUII, KOTOpble KOMaHABI onpegeanan B IIporpammubix
AOKyMeHTaX, ObLAM HeAOCTaTOYHBIMM, TeM He MeHee Ha KaXaoM vrare ITporpammubie
AOKYMEHTHI BBIpakaAl ONTHMMI3M B OTHOIIEHNU TOIO, 4YTO pedopMbl OyAyT

peaaun3oBaHbl.

Aas obDecriedeHns COOTBETCTBYIOIIETO AlU3aliHa IIPOEKTOB HeOOXOAMM  aHaAus3,
MO3BOASIONINII IIMpe pacCMaTpUBaTh HPEISATCTBIUA Ha IIyTu AocTyoKeHms meaeit OIITIP
(B 4aHHOM cay4ae CBsI3aHHBIX C pa3BUTHEM 4acTHOTO CeKTopa); 0oaee y3KOHaIpaBAeHHbIe
aHaAUTHYeCKMe JaHHble IIOMOTYT ODOCHOBaTh HEOOXOAMMOCTh KOHKPETHBIX pedOopM.
Aas sroit cepun OIIIP 6p14a ncnoab3osana cranjaptHast aHaantuka I'Bb aas nzyuenns
KOHKPETHBIX BOIIPOCOB, IIPM 9TOM OTCyTCTBOBaJda BCeoOBeMAIoIIas CTPYKTypa AAs
BBIABAGHMS VM NPUOPUTHU3ALINI MPeIsATCTBMII Ha IIyT Pa3BUTUs YaCTHOIO CeKTopa, U

KOMaHABI He OIIMpaAVICh Ha MMEIOIIYIOCI aHAAUTUKY OT APYIMX AOHOPOB.

AKIIeHT Ha yHIpaBAeHUU I KOHKYPEHTOCIIOCOOHOCTM OBlA YMECTHBIM, HO BBI3bIBAaeT
BOIIPOCHI OTHOCUTeABHO TOTO, sABAsAIOTCA An OINIIP moaxoasmmm MexaHU3MOM AAs
nposegenus pedpopM B Kerpreisckoir Pecriybanke, 4451 ocyIiecTBAeHNs KOTOPBIX 4acTO
TpebyeTcst gauteapHoe BpeMs. B cayuae ¢ Koipreisckoir Pecriybamkoit nmoantmaeckas
BOASI IPOsIBMAAch paHO, HO baHK Ipogoa>kaa OTKas3bIBaTbhCA OT BaKHBIX TPUITEPOB B
LleAsX OKaszaHMs OI0AXKeTHOM IoAJep>KKuU. B obenx cepumsax moamtmdeckne AeiCTBUS B
XOJe IIepBOHaYaAbHON OIlepaliy He COIPOBOXAAAMCh KPUTUIECKVMU IOCAEAYIOIIMI

I1araMu, KOTOpbIe CTaBIAM 1104, YTPO3Y AOCTVKEHNE UX I1eAel.

Ockap Kaappo-T'oncazec
AupexTop JenapraMeHTa 4eA10Be4ECKOTO Pa3BUTILL 11 DKOHOMIUIECKOTO YIIpaBAeHILs
I'pyrima He3aBUCUMOII OLIEHKN
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1. Background, Context, and Design

1.1 This Project Performance Assessment Report (PPAR) covers two programmatic
series of development policy operations (DPOs) focusing on governance and
competitiveness that were implemented in the Kyrgyz Republic from 2013 through 2016.
The first two operations were part of a programmatic series named the Development
Policy Operation Series. It consisted of DPO1 (P126034) and DPO2 (P126274) for

$25 million each, approved in July 2013 and June 2014, respectively. The second series
was named the Governance and Competitiveness Series. It was originally designed to
include two operations, but the second operation was dropped because of failure to
meet the indicative triggers specified in the first operation. DPO1 was approved for
$24 million in July 2016 (P148099) and closed in September 2017. This PPAR evaluates
the first two operations of the first series and the first operation of the second series.

1.2 The DPOs were designed and implemented after a period of political upheaval
and ethnic violence. In mid-2010, protests had overthrown the government, and ethnic
violence had erupted in the south of the country. More than 300 people were killed, and
approximately 357,000 people were displaced. The protests were fueled primarily by
perceptions of corruption, nepotism, and misuse of public assets.

1.3 A government was formed in September 2012 under a new constitution that
reduced the power of the presidency and established a parliamentary republic. In 2012,
when the first operation of the first DPO series was being designed, the main
development challenges facing the country were to improve governance and to reduce
the country’s vulnerability to economic shocks (World Bank 2012c).

1.4 The economy of the Kyrgyz Republic, which is a lower-middle-income country,
is heavily dependent on gold mining and remittances, sectors that are particularly
vulnerable to external shocks. In 2011, gold production accounted for 12 percent of gross
domestic product (GDP) and 44 percent of exports. Remittances amounted to the
equivalent of more than 20 percent of GDP in 2008 and increased to more than

30 percent of GDP by 2012. Productivity is generally low, and the country has high
structural unemployment and a large informal sector. Financial markets were
underdeveloped; the ratio of private sector credit to GDP was approximately 25 percent
in 2012, and few firms finance investment through bank loans (IMF 2019).

1.5 The Kyrgyz Republic’s informal sector is large, estimated by the International
Monetary Fund to account for 26 percent of GDP (IMF 2011), employing 37 percent of
the labor force. The distribution of companies by size is uneven. There are 1,800 large
companies, mostly owned by the state, but only 800 privately owned, formal medium-



size companies. There are an estimated 15,000 small businesses operating informally and
more than 400,000 individual entrepreneurs operating under the patent regime.!

1.6 In response to these challenges, the government’s 2012-14 Medium-Term
Development Program aimed to increase living standards of the population and
alleviate poverty. It was to occur through economic growth resulting from an improved
business environment and governance. The program’s objectives were to (i) reform the
public administration and rationalize the governance system; (ii) reduce government
expenditures and increase revenue; (iii) accelerate economic development; (iv) manage
public assets effectively; (v) reform licensing, permitting, and inspection systems; (vi)
reform social sectors (education, health care, social protection) and security; and (vii)
reform the judicial system. Although the Medium-Term Development Program was
finalized in April 2012 under an interim government, a new government took office in
September 2012 and promised to continue the focus on anticorruption reforms, public
finance management, strengthening the business environment and investment climate,

energy reform, and development of the financial sector (World Bank 2012c).

Design and Preparation

1.7 To support the government of the Kyrgyz Republic in its reform agenda, the
World Bank prepared two programmatic series of two DPOs each. The project
development objectives (PDOs) of DPO1 and DPO?2 of the first series were to strengthen
public sector governance and sharpen competitiveness and enhance the attractiveness
for private investment.2 The aim was to support the Kyrgyz government in
implementing reforms and policy priorities highlighted in the National Sustainable
Development Strategy (2013-17) and the Medium-Term Development Program of the
Kyrgyz Republic for 2012-14.

1.8 The PDOs of the first DPO of the second series were (i) strengthening governance
and anticorruption efforts and putting in place enforcement, evaluation, and monitoring
mechanisms; (ii) implementing key priority areas in the judicial sector to promote the
rule of law; (iii) improving public sector accountability and efficiency in the
management and use of public resources; and (iv) sharpening competitiveness and
enhancing the attractiveness for private investment. The first three PDOs can be
grouped under a strengthening public sector governance objective, similar to that in the
first series.

1.9 The operations supported several policy areas relevant to their objectives, which
are summarized in table 1.1.> There was much commonality and overlap between the
two series, as evidenced by the policy areas. Under governance and anticorruption
policy, three of the four policy areas were virtually identical in the two series. They both



focused on governance and dealing with corruption, transparency in public
procurement, and improving transparency and accountability in the energy sector. The
policy areas in the private sector competitiveness pillars were less closely aligned, except
for risk-based firm inspections, but the general theme of improving the business
environment was common to both series. Although this was less the case for the second
series, the overall objective of private sector competitiveness was continued and justifies
including the second series in this PPAR.

Table 1.1. Pillars and Policy Areas Supported in the Two DPO Series

Policy Areas

Pillars Series 1, DPO1 and DPO2 Series 2, DPO1
Governance and e Governance and anticorruption e Governance and anticorruption
anticorruption e Budget discipline and transparency e Transparency in public procurement

e Transparency in public procurement e Increasing energy sector transparency,

e Increasing energy sector transparency, governance, and accountability

governance, and accountability e Public sector service delivery standards

Private sector e Judicial reform e Risk-based firm inspections
competitiveness e Starting a business e Tax policy for exporters

e Corporate governance e Tax administration

e Risk-based firm inspections e Cross-border telecommunications

e Banking sector supervision

e Deposit protection

Source: Independent Evaluation Group staff.
Note: DPO = development policy operation.

The Causal Chain

1.10  To strengthen public sector governance, policy actions were directed at reducing
corruption; increasing budget discipline and transparency; making public procurement
more transparent; and improving governance, transparency, and accountability in the
energy sector. The causal chains underlying the DPOs of both series were complex,
involving numerous subpolicy areas (10) and prior actions (30) that were intended to
lead to the achievement of the PDOs.

1.11  The anticorruption component of the objectives was to adopt an Anticorruption
Program and Action Plan (DPO1), complete a first round of asset verification of asset
declarations by government officials, and establish a framework for monitoring these
(DPQO2). In the second series, a draft law on conflict of interest would be submitted to
parliament. However, there were no penalties for noncompliance or for any follow-up
actions if questions were raised about the veracity of the declarations. There was also no
requirement that family members submit asset declarations. Thus, with no penalties



attached to this component, the causal chain between the policy actions and reducing
corruption was weak.

1.12  Under budget transparency and discipline, the causal chain was that cooperation
between the Ministry of Finance and the National Bank of the Kyrgyz Republic (NBKR)
would determine the respective roles of each, that an Internal Audit Council would be
established (DPQO2), and that ethical standards would be adopted. In addition,
accounting practices would be strengthened and there would be a revised budget code
to strengthen controls and eliminate nontransparency in the use of reserve funds. The
causal chain was also weak because these were all inputs rather than outputs that
contributed to transparency and discipline.

1.13  Under DPOL of the second series, the government was to adopt a set of public
service standards for a minimum of 90 public services, including education, social
security, and employment. However, the mechanism for translating standards to actual
improvements in the quality of service was unspecified. There was no clear causal chain.

1.14  Under the transparency in public procurement subobjective, a report on the use
of the 2011 budget would be adopted, a draft law on public procurement would be
submitted to parliament, and the role of the public procurement regulatory body would
be strengthened. Under the second series, a public procurement strategy would be
adopted, and reports on the use of procurement in the budget would be issued. In
addition, an Independent Complaint Review Commission would be established with the
power to investigate abuse of procurement procedures. All transactions had to be
transparent; all procuring firms would be entered into an electronic procurement
system. All procurement had to take place through this framework, which provided
publicly available information on current and past procurement. The system was
decentralized and included 4,000 procuring entities and more than 20,000 suppliers. The
causal chain for this set of policy actions is clear, particularly with respect to the
establishment of the Independent Complaint Review Commission, which strengthened
the procurement framework.

1.15  Energy sector governance was to be improved by the adoption of an action plan
to enhance transparency, accountability, and governance in the sector. Measures in the
action plan included carrying out annual audits of the financial statements of energy
companies and making them public; establishing websites for the Ministry of Energy,
the Energy Regulatory Department, and energy companies; ensuring competitive
procurement of fuel resources; maintaining sector accounts for power export revenues
for the National Electric Grid of Kyrgyzstan Joint Stock Company and the Power Plants
Joint Stock Company; and selecting directors and executive bodies of the energy
companies through a transparent and competitive process. Under the second series,



energy sector governance would be strengthened by the government adopting a tariff-
setting methodology for heating sector companies; the adoption of a resolution
instituting cash settlement mechanisms among electricity generation, transmission, and
distribution companies; and the State Regulatory Agency adopting a performance
monitoring and reporting framework for the heating sector.

1.16  The causal chain for energy sector reform is unconvincing. The vast majority of
measures involved plans, the adoption of methodologies, and the development of
frameworks. There were few concrete measures that would result in improved
performance of this important sector of the Kyrgyz Republic economy, which has been
responsible for a significant portion of the public sector debt.

1.17  Under Pillar II of DPO1, enhancing the business environment, a council was to
be established that would identify priorities for judicial reform. Under DPO2, judicial
reform was to be achieved by submitting to parliament a proposal to increase the
financial independence of the sector. There were no policy actions related to judicial
reform in the second series. Although identifying priorities for judicial reform is a first
step in reforming the dispute mechanism process for the private sector, without
implementation of reforms, there is no clear causal connection between the policy action

and reform of the business environment.

1.18  Under the business start-up component of enhancing the business environment
in the first series, under DPO1, a checklist was issued to business registry offices to
clarify on what basis a business registration application would be rejected. For business
inspections, the government introduced a resolution establishing transparent criteria for
conducting business inspections and the development of a risk-based inspection
module. In the second operation of the first series, a consolidated inspection database
was developed, followed in the first operation of the second series by rationalizing risk
criteria for inspections that would allow for fewer inspections of businesses that had
lower levels of risk. If these are implemented, the causal chain regarding inspections is
clear.

1.19  Financial markets were to be strengthened in DPO2 of the first series by the
strengthening of bank reporting requirements, the establishment of the new credit
registry, and the strengthening of the deposit protection program. There were no policy
actions related to financial market development in the second series. However, although
deposit protection is important for building confidence in the financial system, the
establishment of a credit registry does not necessarily increase access to finance for the
private sector.* The causal chain is therefore incomplete.



1.20 In DPOL1 of the second series, the government submitted to parliament
amendments to the tax code that abolished sales tax for exporters, and the value-added
tax (VAT) system was modernized through eliminating paper-based VAT invoicing and
the introduction of simplified procedures for VAT refunds. Here, the causal connection
is clear.

121  Additionally, in DPO1 of the second series, telecommunication connectivity was
to be improved by allowing telecommunications companies to deploy cross-border
telecommunications cables to promote competition in the international connectivity
market.

122 Tables D.1, D.2, and D.3 in appendix D show the prior actions and details on the
results indicators, the baseline and target values, and the actual outcomes and whether

they were achieved.

Context during Project Implementation

1.23  The first DPO series was implemented in an unpredictable political environment.
The Kyrgyz Republic’s parliamentary democracy was embryonic, having just been
established in the 2010 constitution. There was substantial political instability over the
whole period during which the two series were being implemented. From the time of
the DPO1 concept review meeting in April 2012 until the cancellation of DPO2 of the
second series in September 2016, the Kyrgyz Republic had eight prime ministers.
Furthermore, in view of the rapid turnover of high-level political actors, identifying
reform champions was difficult, especially given that political considerations played an
important role in promoting reform. Political parties have been described as clan and
personality based (Kamp 2008), without clear policy ideologies. Furthermore, the
president and cabinet had little influence on parliament, often making it difficult to pass
laws and sustain reforms. Although competing political alliances agreed that reform was
necessary, there was no consensus regarding priorities and the pace of reforms, which
led to ongoing clashes among the most important parliamentary groups and which
weakened reform commitment through time.

1.24  Governance and the need to find more sustainable sources of growth remained
major challenges throughout the implementation of both series and beyond. As of 2020,
the Kyrgyz Republic remained within or near the bottom third of countries on the
Worldwide Governance Indicators;’ for the corruption component of the index, it was in
the bottom 15 percent of all countries.® In 2021, the Kyrgyz Republic ranked 144th out of
180 countries in the Corruption Perception Index, a deterioration from 2003, the first
year that it was included in the index, when it ranked 118th.”



1.25  In the 2013 Enterprise Survey,® the top constraint to operations identified by
formal firms was competition from the informal sector. In the Kyrgyz Republic, a
significant number of large informal businesses are not registered under company
legislation, do not observe labor laws, and operate outside the tax system.

126 The DPO of the first series attempted to address this issue by focusing on
improving the time and cost for starting a formal business. However, interviews with
the private sector in the Kyrgyz Republic indicated that incentives to be formal were
weak, particularly because formal businesses were subject to high taxation and frequent
inspections. As a result, informality remained pervasive.

1.27  During implementation of the series, deficits in the budget and balance of
payments were significant. However, debt sustainability analysis by the World Bank
and the International Monetary Fund judged the risks as moderate (IMF 2011). In the
face of shocks, macroeconomic policies sustained both a manageable level of debt and a
budget deficit that could be financed, albeit with the support of donors. The very large
inflow of remittances supported financing the external deficit. However, the energy
sector presents an ongoing and significant potential risk to long-term macroeconomic
stability. It is notable that one of the reasons cited for the cancellation of the fourth
operation was lukewarm government commitment to far-reaching reforms in the energy
sector. These reforms are necessary to both fund much-needed investment and reduce
the drain on the economy, which would allow the reallocation of scarce funds to more
productive uses.

2. What Worked, What Didn’t Work, and Why

Overview

2.1 The wide range of reforms necessarily implied that the prior actions in the DPOs
of both series involved many implementing institutions. These included the counterpart
ministry (Ministry of Finance) and nine other ministries, plus the cabinet of ministers.
This complicated the process of achieving meaningful reform, which was also
compounded by frequent changes in government.

Pillar I. Improving Public Sector Governance

Public Sector Integrity and Reducing Corruption

The First Series

22 Pillar I of the first DPO series aimed to improve public sector governance
through reforms aimed at improving public sector integrity, increasing the quality of



public services, and enhancing energy sector governance. The objectives of Pillar I were
also relevant to those of Pillar II on private sector competitiveness because analytical
work identified corruption, the legal system, property rights, and electricity access as
major impediments to the functioning of the private sector.

2.3 Corruption in the Kyrgyz Republic was and continues to be a major issue and
one of the most significant constraints faced by the private sector. To address corruption,
the series supported an action plan and a framework for monitoring its implementation.
The prior actions required the verification of asset declarations by high-level politicians,
high-level government officials, and those public officials in positions where
opportunities for rent seeking were high. The prior actions also required the government
to submit to parliament a draft law on conflict of interest.

The Second Series

2.4 The second series contained reforms to strengthen governance and reduce
corruption. These reforms included putting in place enforcement, evaluation, and
monitoring mechanisms for services supplied by the public sector; implementing
reforms in the judicial sector to promote the rule of law; improving public sector
accountability and efficiency in the management and use of public resources; further
strengthening the procurement framework; and adding more measures to reduce
corruption through verifying the assets of politicians and senior civil servants.
Politically, however, corruption was a very sensitive topic. According to World Bank
staff interviewed, the anticorruption efforts were supported at the presidential level, but
this support was not strongly evident at the cabinet and bureaucratic levels, an issue that
raised the risks of this component of the operations because it suggested that
commitment to reform was weak.

What Worked and Why
The First Series

2.5 The prior action under DPOL1 of the first series was to adopt an Anticorruption
Program and Action Plan for 2012-14 and establish a framework for monitoring its
implementation. Under DPO2 of the first series, the State Personnel Service completed
the first round of asset declarations of civil servants and shared this information with the
government.

The Second Series

2.6 Under DPOL1 of the second series, the prior action was to submit the Conflict of
Interest Law to parliament, which occurred. It entered into force in 2018. Although
passing the law can be considered a success, this was not due to any measures



undertaken in the second series. It became a prior action under the Economic
Governance DPO.?

What Didn’t Work and Why
The First Series

2.7 Inseveral areas, measures to reduce the prevalence of corruption that had been
implemented through the prior actions failed to have the desired results. Under DPO],
the anticorruption program, including the establishment of an anticorruption forum
through the participation of civil society in anticorruption efforts, was expected to
improve the ability of law enforcement to prosecute corrupt activities. The prior action
for DPO2 was that the State Personnel Service complete verification of asset declarations
of high-level politicians and civil servants in political functions. However, although the
asset declarations did occur, they were never verified, and the data were never used to
investigate conflicts of interest and unreasonable accumulation of assets. As a result,
asset declarations were not an effective instrument in reducing the amount of
corruption.’” This is an example of many instances of shortcomings characterized by
slow implementation or lack of enforcement of the measures that were passed and
legislation that did not include penalties for noncompliance.

Increasing the Quality of Public Services and Strengthening Accountability

The First Series

2.8 Strengthening the quality of public services and accountability was a consistent
theme of both series and complemented the goal of reducing corruption. Under both
operations of the first series, the focus of prior actions was on improving budget
discipline and transparency and on increasing transparency in public procurement. To
increase the transparency of public procurement, the prior actions of DPO1 required (i)
the Ministry of Finance to publish a public procurement report on the use of the 2011
budget, and (ii) the government to adopt a public procurement development strategy
that would align with international best practice. Under DPO2, the government
submitted a public procurement law to parliament that met international standards of
good practice.

Second Series

29 The reforms under DPOL1 of the second series that related to governance aimed
to improve public sector integrity, improve public services, and strengthen the
governance of the energy sector. The prior actions that would achieve these goals were
the following;:

e Submitting a draft law on conflict of interest to parliament



e Adopting service standards for at least 90 public services

e Operationalizing an Independent Complaint Review Commission for public
procurement

e Adopting a tariff-setting methodology for heating companies

e Adopting a cash settlement mechanism between electricity transmission and
distribution companies to reduce arrears

e Adopting a performance reporting and monitoring framework for the heating
sector

210  Indicative triggers for DPO2 were issuing additional legislation to implement the
law on the conflict of interest, issuing guidance notes regarding instructions, and
standardizing procurement documents. An additional indicative trigger for DPO2 was
the government’s adoption of service delivery standards for a further 120 public
services. Key areas selected for these standards included education, social security, and
employment.

211  The design of these prior actions supported the reform goals to some degree.
However, of those regarding improving budget discipline, tax reform, and transparency,
many consisted of submitting laws and regulations to parliament without any guarantee
that they would be adopted, and many were not.! The same applied to setting
standards for public services.

What Worked and Why
The First Series

212 The public procurement law was passed in 2015, updating a 2004 law. The law,
which aligned with good practice in other countries, provided specific procurement
rules for all levels of government, public institutions, and state-owned enterprises. A
notable feature of the law was the establishment of a public portal where all bidding
documents and details on the results of winning bids were displayed, which achieved
the outcome indicator that required the demonstration of increasing compliance with
the law.

213  World Bank assistance was provided in the form of a procurement assessment,
assistance with the drafting of the law, and ongoing dialogue with the government.
Support was also provided by other donors, in particular the European Bank for
Reconstruction and Development (EBRD). Both the World Bank and the EBRD played a
role in lobbying for the passage of the law and have supported civil society in resisting
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its rollback. The in-depth engagement of the World Bank in this area provides a notable
example of how such support achieved results.

2.14 Interviews with World Bank staff indicated that nongovernmental organizations
consistently monitor the portal and report possible transgressions to the Independent
Complaint Review Commission, which investigates the complaints. This was a
significant success of the program. However, interviews revealed that there are ongoing
attempts to weaken the provisions of the law."? This in fact occurred over 2019-20
(World Bank 2021). The passage of amendments to the public procurement law removed
the obligation to limit procurement to documents submitted through the e-portal. It
reintroduced paper procurement and substantially increased the ceilings on public
procurement that were exempted from best practices. In addition, best practice standard
bidding documents were abolished.

The Second Series

215 A prior action under DPO1 was the establishment of an Independent Complaint
Review Commission for procurement. This was achieved, and interlocutors in the
Kyrgyz Republic indicated that it was functioning effectively. The effectiveness of the
procurement reform was further strengthened by a trigger for DPO2, which defined
procurement methods and standardized bidding documents and allowed the work of
the Independent Complaint Review Commission to be operationalized. However, these
reforms were reversed during 2019-20.

What Didn’t Work and Why
The First Series

2.16  Although an anticorruption plan was adopted and a framework for monitoring
progress was established, the fact that the framework had no penalties for
noncompliance rendered the reform ineffective. Interviews confirmed that corruption
continued to be widespread and these measures, which consisted mainly of inputs, had
little impact.

2.17  With regard to budget processes, the accuracy of fiscal projections, as measured
by the actual outcome of the composition of budget spending, showed little
improvement. In contrast to overall macroeconomic policy, fiscal issues remained a
problem. The impact of prior actions related to the roles and responsibilities of the
treasury, the unified chart of accounts, controls of nonallocated funds, and sovereign
guarantees. These inputs had little impact on improving budget forecasting. As a result,
the coherence of spending, the tax structure, and public sector personnel management
remained problematic, and budgeted and actual spending frequently diverged
significantly (IMF 2019), although the effectiveness of internal audits improved.
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2.18  The successes of the new procurement framework were transitory. Amendments
to the procurement law in 2019 removed its most important provisions and reopened
significant scope for corruption. These developments demonstrated the Kyrgyz Republic
government’s weak commitment to reform.

The Second Series

2.19  Submitting a draft law on conflict of interest was a prior action for DPO1, which
was achieved. However, a trigger for DPO2 was that secondary legislation would be
issued to implement the law on conflict of interest, and this did not occur. There is no
evidence regarding whether the issuing of standards for 120 additional services had any
impact.

Enhancing Energy Sector Governance

220  The energy sector imposes a large drag on the economy and requires ongoing
transfers from the budget to finance its losses. The Kyrgyz Republic has the cheapest
consumer electricity prices in the region, and costs exceed revenues by a large margin.
By 2016, the accumulated debts of energy sector companies equaled 20 percent of GDP
and represented a significant contingent liability for the government (World Bank 2017).
Furthermore, although there was substantial investment in the sector, primarily from
China, World Bank staff indicated that much of it was of low quality. There was also
inadequate maintenance in many parts of the generation and distribution network,
leading to unreliable power supplies, particularly to businesses, which identified this as
a major operating constraint (World Bank and IFC 2013).

The First Series

221  Under DPOI1 of the first series, an action plan was adopted. Its main provisions
were to enhance transparency, accountability, and governance in the sector, including
through annual audits of energy companies, competitive procurement, and transparent
selection of directors and executive bodies. Originally, under DPO2 of the first series, a
trigger had been an increase in electricity prices, but this was dropped and replaced by a
prior action that required the Ministry of Energy and Industry to issue an order aimed at
further increasing transparency by requiring energy companies to publish details of
special accounts, operational and technical information on performance, and annual
audited accounts.

The Second Series

2.22  There were three prior actions under DPO1 of the second series. They consisted
of the State Regulatory Agency adopting a tariff-setting methodology for heating sector
companies, the introduction of a new cash settlement mechanism among generating
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companies and transmission and distribution companies, and the adoption of a
monitoring framework for the heating sector.

2.23  The indicative triggers for DPO2 of the second series were that the government
would adopt a revised Medium-Term Tariff Policy for 2014-17 that was consistent with
restoring the sector to financial viability. A second trigger was this policy being
extended into 2018. The government would also adopt a resolution establishing the
governance and financial structure for the State Regulatory Agency of the Fuel and
Energy Complex with a view to increasing its autonomy and financial independence.

What Worked and Why
The First Series

2.24  Before the reforms supported by the DPO series, there had been large
outstanding arrears among companies that made up different components of the
electricity system. According to an interview with World Bank staff, the cash settlement
mechanism, which was supported by World Bank technical assistance, contributed to
substantially reducing these arrears, although by exactly how much is difficult to

determine.

The Second Series

2.25 Under DPOL1 of the second series, a performance monitoring framework for the
heating sector was adopted, which allowed for measuring its effectiveness and quality of
services. However, there is no record of it having had an impact, although its use could
bring future benefits.

What Didn’t Work and Why
The First Series

2.26  The failure of energy sector reform was a defining characteristic of the first DPO
series. The proposed increase in electricity prices for DPO2 of the first series and the
adoption of a new electricity law proved to be infeasible. There was a lack of consensus
regarding tariff increases among the Ministry of Finance, the sector regulator, and the
energy company. According to an interview with World Bank staff, the failure of the
power station in Bishkek in the middle of the 2015 winter turned the public against any
possible price increase. As a result, the triggers were dropped in DPO2 and replaced by
prior actions that required the publishing of the financial accounts of the energy

companies.

The Second Series

2.27  Under DPOL1 of the second series, a tariff-setting methodology was adopted, as
was a performance reporting and monitoring framework for the heating sector.
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However, neither was used effectively, and the measures essentially constituted inputs
that did not result in any improvement in energy sector performance. This outcome
raises the question of whether the operation should have been terminated when the
energy sector triggers in DPO2 of the first series were not met.

Judicial Sector

2.28 DPO1 and DPO2 each had one prior action to promote judicial reform. Under
DPO]1, the prior action was the establishment of a Judicial Reform Council; judicial
sector reform was not addressed in the second series. Under DPO?2, the council would
approve a Strategic Action Plan on reforming the judicial system. Under both DPOs, the
courts were given substantial increases in financial resources, with budgets of the
judicial sector nearly doubling between 2014 and 2016, to make the court system more
independent of the government.

229  The EBRD took the lead in developing the reform action plan with some
participation from the World Bank. However, interviews with World Bank staff and the
EBRD suggested that success was limited. Although there was a substantial output of
laws (the EBRD suggested that these exceeded 25), the impact was minimal. The courts
were still characterized by arbitrary decisions, corruption, and cronyism. Interviews
with the EBRD revealed that there had been no improvement in the institutional
structure of the judicial system over the past 25 years. The EBRD survey reported that
only 41 percent of respondents had a positive opinion of the courts (EBRD 2018). The
2019 EBRD country diagnostic states that judicial impartiality continues to be a major
issue, with many court decisions favoring the government (Holzhacker and Skakova
2019).13

Pillar Il. Private Sector Competitiveness

The First Series

2.30  Pillar II of the first series aimed to sharpen competitiveness. It was to do this
through improving the business environment, thereby enhancing the attractiveness of
the Kyrgyz Republic for private investment. This included making the judiciary more
effective, improving the environment for development of private business, and
undertaking reforms in the financial sector.!*

The Second Series

231  In the first operation in the second series, the objective was to strengthen private
sector competitiveness through measures to facilitate trade, improve the business
environment, and promote greater connectivity.
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Financial Sector Stability

2.32  The 2010 crisis revealed substantial weaknesses in the bank resolution legal
framework and the supervisory and regulatory framework for the banking sector
(World Bank 2013b). During the crisis, deposits fell by 30 percent, nonperforming loans
increased rapidly, and banks incurred significant losses. Seven banks, accounting for

45 percent of the financial sector’s assets, were put under administration, and the largest
bank was nationalized, declared bankrupt at the end of 2010, and restructured.

2.33  The first DPO series sought to improve financial sector stability by strengthening
the NBKR’s ability to address banking sector vulnerabilities and resolve problem banks.
The first DPO series aimed to strengthen banking sector supervision and regulation and
to improve deposit protection.

234 In parallel to the DPO, the World Bank Group had a strong complementary
engagement on various aspects of the financial sector and contributed to improving risk-
based supervision of banks. This included the Kyrgyz Republic Financial Sector
Development Project (P125689, $8.95 million International Development Association
loan, 2012), and six International Finance Corporation (IFC) interventions, some of
which were part of regional initiatives.!® The Bank Group supported NBKR introducing
risk-based supervision of banks and strengthening other aspects. The assistance
involved inputs into strengthening the banking law and regulations and was conducted
in close collaboration with the International Monetary Fund. According to World Bank
staff, the new risk-based supervisory approach for banks was adopted on January 30,
2020. It reduces the possibility of systemic meltdown, which would have had a severely
adverse impact on the economy and the private sector.

2.35 DPOI1 had a DPO2 trigger of revising regulations on the Prompt Remedial
Action Framework (PRAF) for banking supervision. This would enhance the NBKR's
capacity to supervise and regulate the banking sector, address vulnerabilities in a timely
manner, and resolve problem banks efficiently. However, when the trigger was
converted to a prior action, it was substantially narrowed to focus on the establishment
of a credit registry as a supervisory tool at NBKR. According to World Bank staff, this
change was made because the PRAF was delayed and because staff ultimately
determined that a PRAF along the lines described in the trigger was too ambitious.

What Worked and Why

236  The amendments to the Deposit Protection Law that were supported by the
series increased protection of depositors and improved governance and procedures in
the Deposit Protection Agency. These measures included clarifying (i) powers and
qualifications of its management, (ii) requirements to coordinate with other entities, and
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(iii) definition of an insurance event and timing of paying depositors. Thus, the
operation aimed to increase confidence in banks by increasing the ratio of deposits to
GDP.

2.37  Design of DPO2 triggers as described in the DPO1 program document were
appropriate. The World Bank team found that (i) the bank resolution framework was
fragmented with gaps, overlaps, and inconsistencies across several laws; (ii) there were
weaknesses in on-site and off-site supervision, stress testing, contingency planning, and
crisis management; and (iii) there were weaknesses in several aspects of the regulatory
framework, including those related to managing credit risk, liquidity risk, and exchange
rate risk. In addition, “There are no regulations on electronic banking, business
continuity planning, outsourcing, new products and related risks, Basel II, Basel III,
consolidated supervision, and risk-based supervision” (World Bank 2013b). Improving
deposit protection was also relevant.

What Didn’t Work and Why

2.38  The move away from the PRAF and related aspects to focus narrowly on NBKR’s
credit registry missed an opportunity to address a fundamental weakness in financial
sector supervision and regulation. Issues with bank resolution persist. Rosinbank was
taken over by NBKR in 2018, and issues related to its resolution remain. The 2020
Kyrgyz Republic Comprehensive Private Sector Diagnostic noted weaknesses in the
bank resolution regime. As of October 2020, interviews with World Bank staff indicated
a need for critical amendments of the banking law and other legislation on bank
resolution and crisis preparedness; NBKR representatives acknowledged that they
needed more assistance with the framework for bank resolution.

2.39  Improving the use of NBKR’s credit registry, which was the revised prior action
from DPO2, aimed to address a narrow aspect of these challenges, but the registry was
not working as of the end of 2021. Before the DPO, NBKR did not have ready access to
information on banks’ individual loans. The prior action was meant to enhance NBKR's
supervisory abilities by getting it access to this information and enabling it to track
parallel loans. However, NBKR representatives stated that as of December 2020, they
were not using the registry for bank supervision and could not track parallel loans.

Access to Finance

240 DPOL1 of the first series aimed to address access to finance through triggers that
were dropped in DPO2 because of lack of progress in meeting associated prior actions.
The triggers that were removed were (i) improving the legal framework for secured
transactions, and (ii) submitting to parliament amendments to the insolvency law
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consistent with the 2011 Insolvency and Creditor Rights Report on the Observance of
Standards and Codes recommendations.

What Didn’t Work and Why

241  Since the time of the DPOs, the Bank Group has worked on secured transactions,
although this has had little impact on overall access to finance. The Kyrgyz Republic
Financial Sector Development Project (P125689; World Bank 2012b) has supported
transforming the collateral registry from paper based to online. Interviews suggested
that this appears not to have made a major difference in enterprises’ access to finance.
As of December 2020, 17 banks and microfinance institutions were using the collateral
registry. However, the use of movable assets as collateral in the financial system remains
limited.

242 The Bank Group’s program and the DPO reflect a strong focus on financial sector
stability rather than access to finance. Access to credit in the Kyrgyz Republic is severely
constrained. The ratio of private sector credit to GDP was 13 percent in 2012, compared
with an average ratio for lower-middle-income countries of 39 percent.!® Analytical
work identified access to finance as a critical constraint to private sector development. A
2010 policy note on access to finance identified the importance of access to finance.!” It
therefore is a significant weakness that an operation that aimed to strengthen private
sector competitiveness did not address access to finance issues.

Risk-Based Inspections

The First Series

243  Both operations in the first series had prior actions related to inspections. These
included (i) under DPO1, introducing transparent, risk-based criteria for planning and
conducting business inspections and developing a risk-based inspections coordination
module;!® and (ii) under DPO2, operationalizing a single automated database for
business inspections in the Ministry of Economy and six inspectorates in Bishkek.

The Second Series

244  Under DPOLI, the prior action required amending the Resolution on Improving
Risk Criteria for Inspections to allow for less frequent inspections for entities with lower
levels of risk.

What Worked and Why

2.45  The design of the triggers was informed by analytics that identified frequent and
intrusive inspections, many of which involved rent seeking on the part of inspectors, as
a significant constraint to doing business. This information was obtained from business
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surveys, the Bank Group’s investment climate assessment from the mid-2000s (World
Bank 2005), and analytics from other donors. The total number of inspections per year
and the average number of days spent by enterprises dealing with inspections were
found to be considerably above those reported in several other countries in the region.
In a national survey, 51 percent of firms said that reducing the number of inspections
would be “very important,” placing it fifth in priority out of 18 possible policy actions
(PROMA and IBC 2006). The 2010 investment climate assessment for small and medium
enterprises (SMEs) found that 46 percent of SMEs said that inspections were “very” or
“rather” difficult, placing the issue as the third priority among permits, licenses,
inspections, registration, and technical regulations (IFC 2010). Furthermore, inspections
were a source of corruption, so including them as a prior action was consistent with the
anticorruption goal of both series. One-third of SMEs said that they made unofficial
payments during the process of inspections.

2.46  Advisory services from IFC provided input into DPO prior actions and
supported the authorities in implementing reform of business inspections. IFC and
World Bank teams indicated that they worked smoothly together, with the World Bank
appreciating IFC inputs into the prior actions and implementation support and IFC
appreciating the DPO as a way of making progress on the reforms. IFC had had ongoing
projects on business inspections since 2008."° The first project helped the government
improve the Inspections Law adopted in 2007, reduce the number of inspectorates from
21 to 12, pilot risk-based inspections in two inspectorates in Bishkek, and introduce
information technology tools. The second project, which ran in parallel to the DPO
series, supported the government in amending the Inspection Law and related bylaws;
enhancing the web-based inspection management system; improving inspections
checklists and a mobile app; and establishing an online inspection feedback mechanism
between government and businesses.

2.47  Some inspection-related reforms appear to have been successful, such as
consolidating the number of inspectorates. The IFC projects supporting inspection
reforms claimed substantial results between 2011 and 2017. These reforms included
decreasing the share of businesses inspected per year from 73 percent to 45 percent and
reducing the annual number of inspections per business from 2.7 to 1.5, leading to
estimated savings of more than $5 million in compliance costs. Furthermore, all
inspections were suspended in 2018, so currently the issue regarding whether risk-based
inspections are being used is moot. However, this could become an issue in the future.

What Didn’t Work and Why

248  Claims regarding improvement in business inspections are not supported by
evidence. Despite assistance from the Bank Group over 10 years, through both IFC
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projects and the DPO series, the policy support and in-depth technical assistance for
introducing risk-based inspections did not bring about substantial change in the
authorities” approach to inspections. The 2020 Country Economic Memorandum states
that business inspections remain among the top constraints to doing business, and risk-
based inspections are not being implemented. It further notes that “there is little
incentive for the state inspectorate to move away from a penalty-based approach to a
compliance and awareness-building approach” (World Bank 2020a, 8), since government
support for doing so was weak. Furthermore, the inspections management portal
(http://proverka.gov.kg) and the public-private dialogue platform are not currently
operational. Interviews with private sector representatives confirmed that inspections
remain a serious issue for doing business in the Kyrgyz Republic.

Tax Administration

249 A 2006 national business survey identified tax issues as the third most important
constraint facing companies, with 36 percent of businesses citing it as a major problem
(PROMA and IBC 2006). The Social Fund contributions were identified as the fifth most
important tax to reform out of 13 taxes. The survey also identified Social Fund
inspections as the third most difficult (behind those for tax and for sanitation and
epidemiology). Bank Group analytics calculated that in 2014, reporting to the Social
Fund was the most complicated of seven tax-related activities.? Additionally, levying
sales taxes on exports was viewed as a constraint to promoting exports. Both series
contained prior actions related to improving the business environment through reforms
to tax administration.

250 Tax reform was concentrated in the second series. These measures were
elimination of paper-based VAT invoices in favor of electronic invoices, establishing an
accelerated VAT refund process for trustworthy taxpayers, abolishing sales taxes on
exports, and transferring responsibility for social insurance payments from the Social
Fund to the State Tax Service (STS).

What Worked and Why
The Second Series

2,51  Under DPOI, the government would submit to parliament amendments to the
tax code to abolish sales taxes for exporters. Additionally, the government would submit
to parliament amendments to the tax code to streamline VAT administration through
the elimination of paper-based VAT invoicing and streamlining VAT refund processes
for trusted taxpayers.

2.52  The transfer of responsibility for social insurance payments from the Social Fund
to the STS addressed an important issue for the private sector, although it was not
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among the most critical issues. Before the reform, companies had to report on taxes to
the Social Fund and the STS, each of which required in-person visits, had different rules
of administration, and carried out its own inspections. Administrative matters related to
social insurance payments to the Social Fund were unclear since they were not included
in the legislation on social insurance or in the tax code. A relevant private sector
association had been lobbying for this change since 2010.

253  The reform was accomplished. Pilots in two districts were carried out and
supported by the IFC Central Asia Tax Project (597327). The full transfer of social
insurance payments from the Social Fund to the STS became operational on January 1,
2019, through administrative changes.?! Relevant legal changes were approved in May
2020. The reform was made possible by pressure from taxpayers; high-level dialogue
enabled by the preparation of the second series; in-depth analytics and support from
IFC; and an opportune political situation, in which the chair of the Social Fund became
first vice prime minister. The Economic Governance DPO of 2018 supported establishing
a deadline for nationwide rollout of this transfer.

2.54  The reform is expected to save businesses time, and it could plausibly reduce
discretion and therefore corruption. IFC found that the average total time for tax
accounting in the districts implementing the pilot was 21.4 business days, whereas in
other areas, it was 24 business days. Visits to the Social Fund took 3.6 days in nonpilot
areas, compared with 0.8 days in pilot areas. It is estimated that this reform would
reduce tax compliance costs by about 10 percent (IFC 2017).

2.55  The elimination of paper-based VAT invoices and their replacement with a range
of invoice numbers was implemented. Tax administration was the seventh most difficult
issue out of 16 possible constraints to doing business in the 2008 and 2013 Enterprise
Surveys. The 2012 IFC Investment Climate in the Kyrgyz Republic as Seen by Businesses
survey found that VAT and common tax declarations were virtually tied as the most
difficult taxes for SMEs to report; 20-25 percent of SMEs having turnover of more than

1 million (just under $22,000) cited them as difficult (IFC 2013). Companies frequently
needed to interact with STS in person, and all these documents were eligible for
inspection by STS. The system was “cumbersome and complicated,” according to a
representative of the private sector.

2.56  After the reform, companies can file an application without the need to visit a tax
office. From 2017, the service has been available as an e-service through the taxpayer
portal. The reform reduced the time and marginally reduced the already low cost related
to these invoices.
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2.57  The sales tax on exports was a clear case of double taxation, and the private
sector had been vocal in requesting its removal. This occurred but made little difference
in the private sector’s capacity to export. The 2020 Bank Group Country Private Sector
Diagnostic identifies lack of export competitiveness as one of the main challenges for the
private sector (IFC 2020).

What Didn’t Work and Why

2,58 DPOL1 in the second series supported the establishment of simplified procedures
for VAT refund for trustworthy taxpayers; however, the implementation status of this
reform is unclear. According to IFC, VAT refunds were particularly problematic and a
major issue raised by investors as an obstacle to their operations in the Kyrgyz Republic.
The reform was intended to authorize businesses for simplified procedures based on
risk analysis. According to interviews with IFC and World Bank staff, the system is
being implemented but is limited to larger companies based in Bishkek and continues to
be paper based.

2.59  More support is needed to fully roll out electronic VAT invoicing, the next step
toward completing the process of reforming VAT invoices. As of January 1, 2020, the
tirst 200 taxpayers started using the electronic VAT invoicing system, and it was
extended to 500 taxpayers on July 1, 2020. The next steps are to extend the system to all
exporters and importers, then all taxpayers, and finally to have a “virtual warehouse” to
track movement of goods electronically, but as of mid-2021, this had not been
implemented.

Cross-Border Telecommunications

2.60  Although telecommunications issues had not been identified as a binding
constraint, development of the telecommunications sector was viewed as having
broader benefits. World Bank staff working on telecommunications in the Region
identified and addressed a practical problem raised by the private sector.

What Worked and Why?

2.61  The second DPO series supported cross-border telecommunication reform. A
prior action of DPO1 of the second series established a framework for introducing
additional cross-border telecommunications cables. At the time the DPO was prepared,
the Kyrgyz Republic had one cable coming from Kazakhstan, controlled by the state-
owned telecommunications operator, Kyrgyz Telecom. Other operators were interested
in developing the market using their own infrastructure as an alternative. The legal and
regulatory framework governing additional cross-border cables was unclear because it
was by nature a construction code but also a sectoral issue. World Bank staff engaged in
dialogue with the government on how to address this through missions, written
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outputs, consultations with the private sector, and sharing relevant international
experience to address specific questions and issues. An appropriate solution was found
and implemented.

2.62  Furthermore, although DPO?2 of the second series did not move forward, the
trigger to improve the framework for dispute resolution among private operators in the
sector was implemented, supported by similar engagement with the authorities. This
was important in providing a predictable business environment for firms to expand
telecommunications connections. The work was supported by the sectoral advisory
services and analytics World Bank 2013a.

Other Prior Action Areas

Starting a Business

What Worked and What Didn’t
The First Series

2.63 DPO 1 supported an action to clarify on what basis a registration application for
the establishment of a business could be rejected and to issue instructions to applicants
on the information required. The program document justified the prior action as
removing one of the causes of informality. However, the limited focus on administrative
steps is unlikely to make a material difference in an entrepreneur’s decision and ability
to start a formal business because the prior action did not address the fact that incentives
for formality are low. Informality remains a substantial economic and social protection
issue in the Kyrgyz Republic.

Corporate Governance

What Worked and What Didn’t

2.64  Measures to address weak corporate governance were included in DPO2 of the
first series. The prior action focused on strengthening the responsibilities of members of
management bodies. This is a subcomponent of the Protecting Investors indicator on
Doing Business. However, protection of minority shareholders did not appear to be an
issue; in the 2012 Doing Business report, the Kyrgyz Republic ranked 13th in the world
on protection of minority shareholders, although the accuracy of this measure could be
questioned (World Bank 2012a). The extent of directors’ liability was rated 7 on a scale of
1 to 10. This reform was expected to improve this rating marginally, from 7 to 8.
Furthermore, parliament decided not to legislate corporate governance reforms directed
at strengthening the responsibilities of members of management bodies of companies,
since other corporate governance reforms were considered more salient.
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Implementation and Monitoring

What Worked and What Didn’t

2.65  There were sound analytical foundations for both series. The first pillar of the
two operations in the first series was based on a Public Expenditure and Financial
Accountability analysis and reviews of procurement processes. The competitiveness
pillar was based on advisory services undertaken by IFC on the business environment, a
judicial reform diagnostic, a Financial Sector Assessment Program, and a report on the
observance of standards and codes to identify corporate governance issues. The second
series was based on analytical work on capacity-building technical assistance covering
governance and an IFC trade and competitiveness advisory program.

2.66  Inboth series, government commitment to several of the reforms was lukewarm.
In particular, the progressive weakening of prior actions regarding the energy sector
reduced the impact of the program and ultimately led to the cancellation of the second
operation of the second series.

2.67  Risks to the series were underestimated. The risks of commitment failure and
those arising from limited implementation capacity were not fully considered in the
design of the program. Furthermore, several interlocutors, both inside and outside the
World Bank, pointed to the limited authority of the Ministry of Finance, which was
responsible for coordinating reforms in critical areas. Macroeconomic risks were
substantial, at least partly because of the large contingent liabilities incurred through
energy companies, which the operations failed to address.

3. Lessons

3.1 The findings of this PPAR lead to several operationally relevant lessons.

3.2 In a high-risk context, DPOs that are narrower and more targeted may have a
greater chance of success, with implementation supported by complementary
interventions (for example, investment lending and advisory services and analytics).
The scope of the DPOs reviewed in this assessment was quite broad, and few results
were achieved linked to the critical constraints facing the country. Furthermore, the
operations required the coordination of many ministries. A more targeted approach
would allow for closer follow-up through policy dialogue focusing on fewer prior
actions and on the agencies that demonstrated strong reform commitment.

3.3 Discussion of risks to the success of budget support operations should reflect
the compounding of risks from other, parallel budget support operations. Several of
the reforms supported by these operations were also supported by the Energy Sector
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DPO and the Economic Governance DPO. Each of the operations was considered high
risk. The Implementation Completion and Results Report Reviews noted that the risk to
the sustainability of development outcomes was high. The mitigation measures that the
teams identified in the program documents were insufficient; nevertheless, at each stage,
the program documents expressed optimism that the reforms would be implemented.
This suggests that a closer examination of the compounding of risk could have resulted
in the cancellation of the second operation of the first series.

3.4 Analytics that take a broader view of the constraints to achieving a DPO’s
objectives (in this case, those related to private sector development) are needed to
ensure a relevant design, and more narrowly targeted analytics can help justify
specific reforms. The DPO series benefited from some standard Bank Group analytics to
examine specific issues, but an overarching framework for identifying and prioritizing
constraints to private sector development was missing, and the teams did not draw on
available analytics from other donors.

3.5 The focus on governance and competitiveness was appropriate but raises
questions regarding whether DPOs were the right modality in the Kyrgyz Republic to
achieve reforms that frequently are slow to come to fruition. In the case of the Kyrgyz
Republic, political will flagged early, but the World Bank continued to waive important
triggers to provide budget support. In both series, policy actions in the initial operation
were not followed by critical next steps, which compromised achievements.

1 A simplified business registration and taxation regime. See OECD (2020).

2 This Project Performance Assessment Report utilizes the objective that appears in the
Independent Evaluation Group’s Implementation Completion and Results Report Review, which
is consistent with development policy operation (DPO)1 and DPO2. The specific project
development objectives of each of the operations are available in appendix A.

3 Appendix D presents a detailed table of prior actions.

4 For a description of the necessary set of reforms associated with secured transactions and credit
registries that are necessary to increase access to finance, see Asian Development Bank (2014).

5 The Worldwide Governance Indicators (WGI) are a research data set summarizing the views on
the quality of governance provided by a large number of enterprises, citizens, and expert survey
respondents in industrial and developing countries. These data are gathered from a number of
survey institutes, think tanks, nongovernmental organizations, international organizations, and
private sector firms. The WGI do not reflect the official views of the World Bank, its Executive
Directors, or the countries they represent. The WGI are not used by the World Bank Group to
allocate resources.
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¢ These measures for the Kyrgyz Republic were in the following percentiles in the WGI, where
the lower the percentile, the lower the rankings: Voice and accountability, 32nd percentile;
political stability, 32nd percentile; government effectiveness, 33rd percentile; regulatory quality,
38th percentile; rule of law, 13th percentile; and control of corruption, 13th percentile.

7 See the Transparency International Corruptions Perception Index,
https://www.transparency.org/en/cpi/2021.

8 https://microdata.worldbank.org/index.php/catalog/1963

° The law on conflict of interest unified other relevant legislation and introduced mechanisms for
its identification and resolution. The World Bank provided technical support in the drafting of
the law.

10 By the closure of DPOL1 of the second series, no verification had occurred, and according to
World Bank staff and to Kyrgyz interlocutors interviewed, this verification was not still not
occurring as of mid-2020.

11 Some examples are the prior actions in DPO1 of the first series, which included that a revised
draft of the budget code be submitted to parliament, that the government submit to parliament a
program on the development of the judicial sector, and that the government submit to parliament
a law on joint stock companies of the Kyrgyz Republic.

12 Interviews with World Bank staff and nongovernmental organizations indicated that there are
ongoing attempts by interested parties to roll back the transparency of public procurement.

13 In the 2020 WGI, for rule of law, the Kyrgyz Republic is ranked in the bottom quintile.

14 This statement combines the way in which the pillar was described in DPO1 and DPO2. DPO1
had included the energy sector within the second pillar, and DPO2 included it within the first
pillar. The Independent Evaluation Group has included this within the first pillar because the
issues are directly related to overall governance in the country.

15 FY09-18; Central Asia Financial Inclusion Project, 602131, FY19-23; Kyrgyz Housing
Microfinance Project, 585907, FY12-22; Central Asia Agri-Finance, 599521 and 601612, FY13-20;
Electronical and Digital Financial Services, 601347, FY16-21.

16 See https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

17 The policy note identified policy actions to improve access to finance as “(i) improving loan
conditions via increased competition in the financial sector, improved collateral registration and
execution, adoption of good accounting practices, use of scoring models, and improved operation
of the credit bureau; (ii) enlarging and diversifying the supply of financial services by
undertaking legal, tax, and other reforms to facilitate new financing products such as leasing and
factoring, as well as removing legal and regulatory obstacles to NBFIs [nonbank financial
institutions] growth; (iii) providing assistance to small firms to increase their technology and
management skills and their knowledge on financial products; and (iv) considering the use of the
Kyrgyz Post as an alternative distribution channel for certain financial products especially in
remote areas” (World Bank 2010, 9).
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18 Business inspections are defined as on-site visits by government agencies to enforce compliance
with laws and regulations.

19 The Kyrgyzstan Business Enabling Environment Project (561496, 2008-13) and Kyrgyz
Investment Climate Project (599486, 2013-18).

20In 2012, 24 percent of respondents said that reporting to the Social Fund was complicated or
extremely complicated. In 2014, this number dropped to 16 percent (World Bank 2017a).

21 Prime Minister Order 523-b, dated November 23, 2017, established December 31, 2018, as a
deadline for countrywide transfer of the administration of social contributions.
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Appendix A. Ratings

Kyrgyz Republic First and Second Development Policy Operations
(P126034 and P126274) and the Governance and Competitiveness
Development Policy Operation (P148099).

Table A.1. ICR, ICR Review, and PPAR Ratings

Indicator ICR ICR Review PPAR
Series 1 DPOs 1 and 2

Outcome Moderately Moderately Moderately
satisfactory satisfactory unsatisfactory

Risk to development outcome High High High

Bank performance Moderately Moderately Moderately
satisfactory satisfactory unsatisfactory

Series 2 DPO 1

Outcome Moderately Moderately Moderately
unsatisfactory unsatisfactory unsatisfactory

Risk to development outcome High High High

Bank performance Moderately Moderately Moderately
unsatisfactory unsatisfactory unsatisfactory

Sources: World Bank 2017, 2018.

Note: The Implementation Completion and Results Report (ICR) is a self-evaluation by the responsible Global Practice. The
ICR Review is an intermediate Independent Evaluation Group product that seeks to independently validate the findings of
the ICR. DPO = development policy operation; PPAR = Project Performance Assessment Report.

1. Relevance of Objectives and Design

Series 1: DPOs 1 and 2

The project development objectives (PDOs) of development policy operation (DPO)1
were (i) strengthening governance and anticorruption efforts and putting in place
enforcement and evaluation and monitoring mechanisms, implementing key priority
areas in the judicial sector to promote the rule of law, and improving public sector
accountability and efficiency in the management and use of public resources, and (ii)
sharpening competitiveness and enhancing the attractiveness for private investment
through improving transparency and governance in the energy sector, reforms in the
financial sector, and improving the environment for development of private business.
For DPO2, the two pillars, which were also the PDOs, were (i) improving public sector
governance and (ii) enhancing the business environment.
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Series 2: DPO1

The PDOs of DPOL of the second series were (i) improving public sector governance
through reforms aimed at improving public sector integrity, increasing the quality of
public services, and enhancing energy sector governance; (ii) and strengthening private
sector competitiveness through measures to facilitate trade, improve the business
environment, and promote greater connectivity.

The PDOs of the two series are essentially the same. In both series, the pillars and the
PDOs were closely aligned.

Relevance of Objectives

The causal chain underlying the series is discussed in the Causal Chain section in
chapter 1. The discussion points out that the link between prior actions and the PDOs is
generally weak, with causal chains being generally unconvincing, outside of a few

reforms.

Relevance of Prior Actions and Results Indicators

There were 30 prior actions in the two operations of the first series and the first
operation of the second series. In terms of their relevance, half were rated moderately
unsatisfactory (14) or unsatisfactory (1; table A.1), with 8 prior actions being rated
satisfactory and 7 moderately satisfactory. The prime factor in determining these ratings
was the large number of prior actions that constituted such measures as the adoption of
resolutions or the submission of legislation to parliament; in many cases, there were
weak links between prior actions and the PDOs.

Progress in achieving PDO outcomes was measured by 26 results indicators —12 for the
first series and 14 for the second series.

The relevance of half of the prior actions was rated as moderately unsatisfactory or
unsatisfactory. Even in cases where the prior actions were relevant, the fact that they
ranged across numerous ministries and embraced many different policy areas meant
that in an environment where capacity was weak, fulfilling the PDOs was a major
challenge. In many areas, the prior actions were inconsistent with the desired results.
For example, it is difficult to relate strengthening investor protections with the goal of
improving access to finance. Many of the prior actions consisted of measures such as
adopting resolutions, submitting legislation to parliament, or formulating action plans.
There was no focus on follow-up actions that would lead to the achievement of the
intended results. The overall rating of the prior actions is moderately unsatisfactory.
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The cancellation of the second operation of the second series raises the question of
whether that series should have proceeded at all, given the weak achievements of the
first series.

2. Efficacy

In the first series, 6 of 11 results indicators were achieved, and in the second series, 9 of
14 results indicators were achieved. However, the doubtful relevance of the prior
actions, with more than half of the prior actions rated moderately unsatisfactory or
unsatisfactory, diminishes the impact of their achievement. The overall efficacy rating is
moderately unsatisfactory.

3. Outcome

The outcome rating is derived from the relevance of prior actions (rated moderately
unsatisfactory) and efficacy (rated moderately unsatisfactory). There were significant
design flaws. Many of the prior actions did not relate to the results indicators. In
addition, not all prior actions addressed the main binding constraints to achievement of
the objectives. Outcome is therefore rated as moderately unsatisfactory.

4. Bank Performance

Design and Preparation

The First Series

The objectives of the operations in the first series were directed at designing reforms that
focused on many of the priorities of the National Sustainable Development Strategy and
were also aligned with the World Bank Country Partnership Strategy. They were based
on a solid foundation of analytical work in the reform areas incorporated in the
operations.

The design of the prior actions focused too much on issues such as legislation being
submitted to parliament, action plans, issuing instructions, or adoption of resolutions,
which made compliance simple but which did not necessarily lead to the so-called
reforms advancing along the results chain. In some cases, these did not result in
achieving the intended outcomes. For example, such prior actions as improving the
investor protection index had no more than a tenuous relationship to increasing access
to finance. In other cases, particularly those related to the energy sector, policy actions
and outcomes were virtually indistinguishable. In addition, policy actions that were
triggers in the first operation were weakened in the second operation without sufficient
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justification. Furthermore, the monitoring and evaluation framework of the two DPOs of
the first series did not effectively measure the achievement of the desired outcomes.

Several risks were identified for the series, including political, social, macroeconomic,
and governance and institutional risks. The assessment was based on the fragility of the
political situation and the introduction of a new parliamentary system, regarding which
there was no evidence of how it would function. In particular, there was no strong
presumption that legislation presented to parliament by the executive branch would be
enacted into law, an issue that led to policy uncertainty that delayed the implementation
of the World Bank program in a number of cases.

Although the risk assessment was comprehensive, it did not fully take into account the
limited results from earlier operations that arose from weak commitment on the part of
the government in pursuing a comprehensive reform agenda, particularly in the energy
and financial sectors. Bank performance in design and preparation in the first series is
therefore rated moderately unsatisfactory.

The Second Series

The objectives of the second series focused on selective key elements of the National
Sustainable Development Strategy and, as in the first series, were aligned with the
World Bank Country Partnership Strategy for fiscal years 2014-17. As in the first series,
the objectives were based on solid foundations of economic and sector work that were
undertaken in all of the key reform areas, including the energy sector. A substantial
weakness of the reform program was the failure of the design to consider the political
economy issues associated with the reforms, particularly in the energy sector. Although
the government appeared to have expressed support for the reforms, a genuine
commitment to undertaking fundamental policy actions was absent. In particular, a
number of politically sensitive reforms were back-loaded, especially in the energy sector,
and the failure to implement these reforms led to the cancellation of the second
operation of the second series. As in the first series, many of the prior actions consisted
of submissions to parliament, executive decisions, or action plans. In many cases, this
did not result in necessary reforms because there were no requirements that follow-on
actions occur.

The risk assessment failed to take into account the experience from the first series,
particularly with regard to the energy sector, where risks of policy actions not being
implemented were high. Although the failure of the power plant in Bishkek in 2015
continued to influence public support for energy sector reforms, public information
campaigns and programs to help impoverished and vulnerable people cope with the
higher energy prices resulting from the reforms would at least somewhat have
ameliorated negative attitudes toward reform.
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A further weakness of the program was the low quality of the monitoring and
evaluation system. The fragmentation of the program across a significant number of
ministries limited its effectiveness, which was compounded by the low quality of many
of the indicators.

Implementation

The First Series

The Implementation Completion and Results Report and interviews with World Bank
staff indicated that there was strong and ongoing dialogue with country counterparts.
Several supervision missions monitored progress and identified issues related to
implementation. Furthermore, an Implementation Status and Results Report was
prepared between the two operations. Although the Implementation Completion and
Results Report states that “emerging problems in implementation were identified
proactively and in cooperation with the authorities in a candid manner” (World Bank
2017, 26), it is difficult to reconcile the statement with the limited outcomes of the
program.

However, the amendments to the legal and administrative framework for procurement
demonstrated the difficulties of dealing with weak reform commitment on the part of
the government and the legislature. Despite intensive consultation by World Bank staff
and supporting technical assistance, progress on procurement was entirely reversed
during 2020-21.

Implementation of the two operations of the first series is rated unsatisfactory.
Overall Bank performance for the first series is rated moderately unsatisfactory.

The Second Series

As with the first series, the Implementation Completion and Results Report states that
there were strong ongoing consultations between the World Bank economic team and
the government (World Bank 2017, 20). However, the close relationship that appears to
have developed failed to identify the government’s lack of enthusiasm for energy sector
reforms, the failure of which ultimately led to the cancellation of the second operation of
the series.

Implementation of the first operation of the second series is rated moderately
unsatisfactory.

Overall Bank performance for the second series is rated moderately unsatisfactory.
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Appendix B. Fiduciary, Environmental, and Social
Aspects

Fiduciary Risks

Financial management was satisfactory, and there were only moderate fiduciary risks
related to the program, which was audited regularly by the controller and auditor
general.

Environmental and Social Safeguards

The development policy operations had positive effects on poverty and social
development through the channel of increased fiscal stability and improved public
services.

There were no expected adverse impacts on poverty or gender arising from the
development policy operations.

There were no negative environmental impacts.
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Appendix C. Methods and Evidence

This report is a Project Performance Assessment Report (PPAR). This instrument and its
methodology are described at https://ieg.worldbankgroup.org/methodology/PPAR. The
methods and evidence used in this report were as follows:

e The PPAR team interviewed key World Bank personnel in Washington, DC, and
in the Kyrgyz Republic. The interviews were undertaken remotely because of
coronavirus (COVID-19) pandemic restrictions.

e The PPAR team interviewed stakeholders in the private sector, including
business association representatives.

e The PPAR team undertook an extensive review of World Bank documents that
are listed in the bibliography.
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Appendix D. Prior Actions—Additional Data

Table D.1. Prior Actions, Results Indicators, Achievements, and Ratings

Results Indicators and Their
Prior Actions Rating of Relevance of Prior Actions Achievement

Relevance of Results Indicator

Anticorruption

Series DPOT1, PA1: The adoption of an The PAs had no mechanisms or penalties  Series 1, RI1: Worldwide Governance
1 Anticorruption Program and Action for enforcement, and simply submittinga  Indicator for Control of Corruption
Plan for 2012-2014 and established a  draft law on conflict of interest achieves Rating: MS
framework fc?r monitoring its little in reducing corruption. Results: Percentile rank:
implementation . Rating PA1: MU Baseline (2011): 9.95
DPO2, PA2: Statg Personnel Service has  Rating PA2: MU Target: (2014): 15
completed the first round of Rating PA3: U ) )
verification of asset declarations of civil Actual: (2014): 11.5
servants in political functions and Not achieved
submitted the summary results to the
government.
Series DPO1, PA3: Government submits the Series 2, RI1: Percentage of personal
2 draft law on conflict of interest to interest declarations verified
parliament Target: 15%

Actual: 0%
Not achieved

Budget transparency and discipline

Series DPO1, PA4: A protocol of cooperation  All the PAs were inputs into the Series 1, RI2: PEFA scores on the
1 was adopted between the MoF administrative and budget processes. PA7  composition of actual expenditure
[Ministry of Finance] and the NBKR and PA8 were submissions to parliament.  relative to the budget
outlining the responsibilities of each.  Rating PA4: MU Results: PEFA score for PI-2
DPO2, PA5: The government approved  Rating PA5: MU Baseline (2009): C
a regu!ation on an Internal Audit Rating PAG: MU Target (2014): B
Council Rating PA7: MU Actual: D+

International indexes are only
available after a lag and so do not
effectively measure implementation
progress, although comparisons with
other countries could be useful.
However, the depth of corruption in
the Kyrgyz Republic is already
known.

Rating: Series 1, RI1: MU

Although the verification was carried
out, it was not followed up by a
requirement that the verifications be
undertaken systematically and, nor
with any penalty for incorrect
submissions.

Rating Series 2, RI1: MU

PEFA scores measured budget
achievements. The ICR reports that
the effectiveness of internal audits
increased substantially. There were
no measures to determine whether
PAs 3 through 5 had an impact.

Rating Series 1, RI2: MS
Rating Series 1, RI3: MS
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Prior Actions

Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

DPO1, PA6: Government delegated
authority to approve a Unified Chart of
Accounts to the Ministry of Finance
DPO1, PA7: The government submitted
to parliament a revised draft budget
code

DPO1, PA8: The prime minister
requested an amendment to the
proposed budget code re sovereign
guarantees.

Transparency in public procurement

Series
1

Series
2

DPO1, PA9: The Ministry of Finance
published a public procurement report
on the use of the 2011 allocated
budget.

DPO1, PA10: Government adopted the
Public Procurement Development
Strategy for 2012-14 in line with
international best practice.

DPO2, PA11: The government has
submitted to parliament a draft of the
public procurement law and has
strengthened the role of the public
procurement regulatory body within
the Ministry of Finance.

DPO2, PA12: The government issues a
regulation establishing an Independent
Complaint Review Commission for
public procurement.

Rating PA8: MU

Previously, no information was available on

public procurement. A first step in

improving procurement was to publish

information.
Rating PA9: MS

Adopting the strategy strengthened the

procurement framework.
Rating PA10: MS

Strengthening the role of the public

procurement body provided a framework

for procurement.
Rating PA11: S

The establishment of a commission

provided a public forum for complaints.

Rating PA12: S

Not achieved

Series 1, RI3: An increase in the
effectiveness of internal audits

PEFA score for PI-21
Baseline (2009): D
Target (2014): C
Actual (2014): C
Achieved

Series 1, Rl4: Public Procurement
Report shows increased compliance
with the public procurement law
through information provided
Baseline: 2014: No information
2016: Information was made public
Achieved

Series 2, RI2: PEFA score for value for

money, competition, and procurement

controls increases
Baseline (2014): B
Target (2018): B+
Actual (2018): B+
Achieved

Relevance of Results Indicator

Making information available and
providing a framework for
procurement led to
nongovernmental organizations
monitoring public procurement, and
the commission gave teeth to the
complaints in the event of them
being justified, although the RI did
not measure the effectiveness.

Rating Series 1, Rl4: MS

The establishment of the
Independent Complaint Review
Commission for public procurement
led to further improvements in the
procurement framework and
significantly moved along the results
chain.

Rating Series 2, RI2: S
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Prior Actions

Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Public sector service delivery standards

Series DPO1, PA13: Adopt service delivery

Without measurement and developing

2 standards for at least 90 public services, specific success criteria for all 90 public

including in the key areas of public

education, social security and
employment, and ID services

services, the service delivery standards are

not meaningful.
Rating PA13: MU

Series 2, RI3: Graft Index. The number
of reported bribes as a share of
transactions

Baseline (2014): 21%

Target (2018): 10%

This was not calculated beyond 2015.
Four alternative indicators were
calculated and showed improvement.?
The substitute was the index of the
trust of the citizens in the state.
Actual: 30.7%

Achieved (as measured by indicators in
note a)

Relevance of Results Indicator

The indicator only measured a
reduction in the taking of bribes by
government officials. The indicator
was too narrowly focused to measure
delivery standards. The substitute
indexes were not directly
comparable.

Rating Series 2, RI3: U
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Prior Actions

Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Increasing energy sector transparency, governance, and accountability

Series
1

Series
2

DPO1, PA14: Government adopted an
action plan to enhance transparency,
accountability, and governance in the
energy sector.

DPO2, PA15: The Ministry of Energy
and Industry has issued an order, which
aims to increase the transparency of
the energy sector by requiring energy
companies to regularly publish
information.

DPO1, PA16: Adopt a tariff-setting
methodology for heating sector
companies

DPO1, PA17: Adopt a resolution that
institutes a new cash settlement
mechanism among electricity
generation, transmission, and
distribution companies

DPO1, PA18: The State Regulatory
Agency of the Fuel and Energy
Complex adopts a Performance
Reporting and Monitoring Framework
for the heating sector.

Simply formulating an action plan and
publishing information did not provide

sufficient impetus to reform the sector and
to reduce losses and did not necessarily
make progress in moving along the results

chain.
Rating PA14: U
Rating PA15: U

A tariff-setting methodology was needed
but needed to be linked to cost recovery.

Rating PA16: MU

A cash settlement mechanism was
necessary to reduce arrears.

Rating PA17: S

A performance monitoring framework was
needed in the heating sector, but further

actions were necessary to improve
performance.

Rating PA18: MU

Series 1, RI5: Key performance
indicators and decisions of the power
sector are disclosed regularly

Baseline: (2014): No disclosure

Actual: (2016): Partially disclosed Fully
disclosed as of 2017

Partially achieved

Series 2, Rl4: Cash collected per kWh of
power supplied to the domestic market

Baseline (2015): 0.61 som/kWh
Target (2017): 0.97 som/kWh
Actual End (2017): 1.06
Achieved

Series 2, RI5: Cash collected per Gcal of
heat generated by the Bishkek Central
Heating Plant

Baseline (2015): 394.5 som/Gcal
Target (2017): 584 som/Gcal
Actual (2017): 847.4

Achieved

Relevance of Results Indicator

Although disclosure was a first step,
much more was necessary to
improve the performance of the
energy sector.

Rating Series 1, RI5: U

The increase in cash collected (RIs 3
and 4) represented a significant
improvement in cash collections.
However, even with the increase, this
represents only a fraction of the
sector's costs.

Rating Series 2, Rl4: MS

Rating Series 2, RI5: MS

The disclosure of key data for the
heating sector was a first step toward
reform, but there was no indication
that the reform was going to occur,
so the RI did not measure its
achievement.

Series 2, RI6: Disclosure of quarterly key Rating Series 2, RI6: MU

performance indicators for the heating
sector

Achieved
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Prior Actions Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Relevance of Results Indicator

Tax reform to facilitate trade and tax administration

Series DPO1, PA19: Submit to parliament

2 amendments to the tax code abolishing
sales taxes for exporters
DPO1, PA20: Submit to parliament
amendments to the tax code to
streamline VAT administration by
eliminating paper-based VAT invoicing
and assigning a range of numbers for
invoicing and introduce simplified
procedures for VAT refund for
trustworthy taxpayers

Abolishing sales taxes for exporters
eliminated double taxation.

Rating PA19: S

Amendments to VAT administration and
improving VAT invoicing reduces
transactions costs, but this was only a first
step in fully implementing the system.
Rating PA20: MS

Series 2, RI7: Export sales tax rate

Baseline 2014: 2% on goods: 3% on
services

Target (2017): 0%
Actual (2017): 0%
Achieved

Series 2, RI8: The number of firms with
Hazard Analysis Critical Control®

Baseline (2016): 9
Target (2018): 20
Actual (2018): 43
Achieved

Series 2, RI9: The number of firms
included in the EEU register of Food
Business Operators and allowed to
export to the EEU

Baseline (2016): 9
Target (2018): 20
Actual (2018): 43
Achieved

Series 2, RI10: Share of VAT refunds
processed through the “green channel”

Baseline (2016): 0%
Target (2018): 25%
Actual (2018): 20.7%
Partially achieved

Series 2, RI11: Share of firms filing
reports on social contributions to the
State Tax Service

Baseline (2014): 0%

The sales tax rate was the
appropriate indicator.

Rating Series 2, RI7: S

The results indicators measured
improvements in administrative
procedures for exporters of food
products, although the limited
number of firms reduced the impact.

Rating Series 2, RI18: MS

These indicators measured the
administration of tax procedures,
although the extent to which they
were used was limited.

Rating Series 2, RI19: MS

This indicator measured the progress
in accelerating VAT refunds, delays in
which had been flagged as a
problem.

Rating Series 2, RI10: MS

This indicator measured how many
firms were filing reports on social
security contributions to the Tax
Service to improve tax
administration.

Rating Series 2, RI11: MS
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Prior Actions

Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Relevance of Results Indicator

Judicial reform

Series
1

DPO1, PA21: A presidential decree has
established the Judicial Reform Council
and identified priorities for judicial
reform. The Judicial Reform Council
under the president approved a
Strategic Action Plan on reforming the
judicial system.

DPO2, PA22: The government
submitted to parliament the draft of
the program, which aims to increase
the financial independence of the
judicial sector.

Although identifying reform priorities is

necessary, undertaking the reforms
themselves are more important.

Rating PA21: MU

Increasing the budget of the judiciary does
not guarantee independence or improved

functioning of the judiciary.
Rating PA22: MU

Target (2018): 50%
Actual (2018): 6.4%
Not achieved

Series 1, RI6: Increase in the budget of
the judiciary

Target: 10% annual increase

Actual: Between 2014 and 2016, the
budget of the judicial sector was close
to doubled.

Achieved

The results indicator did not measure
judicial independence or the
transparency and accountability of
the judicial system, which as of 2019
continued to be a significant
problem.

Rating Series 1, RI6: U
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Prior Actions

Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Relevance of Results Indicator

Business start-up and operations

Series
1

DPO1, PA23: Government containing: (i) Although it marginally increases

a checklist for registry offices to clarify
on what basis a registration application
for the establishment of a business can
be rejected, and (i) instructions that
applicants will receive on the first
submission of all requests identifying
what additional information is required

Access to finance

Series
1

DPO2, PA 24. The government, through
"On Draft Law of the Kyrgyz Republic
on Introducing Amendments to the
Law on Joint Stock Companies of the
Kyrgyz Republic,” has submitted to
parliament a draft of the law that aims
to strengthen the responsibilities of
members of management bodies.

transparency, establishing a checklist on
why an application was not approved does
nothing to reform the business start-up
framework. However, other changes in the

Ministry of Finance reduced the time
necessary for business registration.

Rating PA23: MS

Although this might improve corporate
governance of companies in the Kyrgyz
Republic, it is difficult to see how this PA

would improve access to finance,

particularly given the small number of
medium-size companies in the Kyrgyz

Republic.
Rating PA24: U

Series 1, RI7: Reduction in the DBI
baseline (2011): 20 days

Target (2014): Decline of 10 days
Actual: Decline of 14 days
Achieved

Series 1, RI8: Strength of investor
protection index in the DBI

baseline (2014): subindicator score of 7
Target (2016): subindicator score of 8
Actual (2017): 6.3

Not achieved

The change in the number of
business registrations would have
provided a more accurate measure of
the reform.

Rating: Series 1, RI7: MU

The relevance of the indicator is of
doubtful value in measuring access
to finance.

Rating Series 1, RI8: U
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Prior Actions

Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Relevance of Results Indicator

Business inspections

Series
1

Series
2

DPO1, PA25: Government introduced
transparent, risk-based criteria for
planning and conducting business
inspections and has developed a risk-

based inspections coordination module

(Kontr Pro 3) within the MoE [Ministry
of Economy], including a database of
businesses subject to inspection.

DPO2, PA26: The government has
operationalized the single automated
database for inspections of businesses
(Kontr Pro 3) in the Ministry of
Economy and six inspectorates in the
city of Bishkek that aims to reduce the
burden of inspections on businesses.

DPO1, PA27: Amend the Resolution on

Improving Risk Criteria for Inspections
to allow for less frequent inspections
for entities with lower levels of risk.

Although this PA moves toward formalizing
the business inspection framework, without
close supervision, it does little to reduce

the number of inspections, which are

identified by businesses as one of the most
binding constraints to the private sector.

Rating PA25: MU

This PA does not necessarily reduce the
number of inspections, although having a

database does provide a managerial
instrument for determining how many

inspections have taken place, if it is used.

Rating PA26: MU

The key to the relevance of this PA is
whether the risk criteria are actually
applied.

Rating PA27: MU

Series 1, RI9: Risk-based inspection by

Ministry of Economy and pilot agencies

reduce inspection burden

Baseline (2014): Inspections not risk
based

Target (2017): Inspections are risk
based

Actual (2017): Risk-based inspections
are countrywide

Achieved

Series 2, RI12: Share of firms inspected
annually by the Sanitary Department

Baseline (2014): 50%
Target (2018): 20%
Actual (2018): 49.6%
Not achieved

Series 2, RI13: The number of firms
providing feedback on inspections

Baseline (2016): 0
Target (2018): 500

Actual (2018): 45 in 2017 and 13 in
2018

Not achieved

The inspection reforms have
improved the business climate, and
opportunities for corruption have
fallen, although they continue to be
a problem.

Rating Series 1, RI9: MS

This indicator was meant to measure
a reduction in sanitary inspections. It
is only tangentially related to the
overall problem of inspections.
Rating RI12: MS

This Rl appears to have been
directed at a survey of firms with
respect to inspections. However,
formal mechanisms were not put in
place to obtain the information.
Rating Series 2, RI13: U

46



Prior Actions Rating of Relevance of Prior Actions

Results Indicators and Their
Achievement

Reinforcement of the NBKR supervisory function and enhancing financial sector stability

Series DPO2, PA28: The National Bank of the  The key to this PA is whether the reports to
1 Kyrgyz Republic has strengthened bank the credit registry are checked and used as
reporting to support the functions of  a regulatory instrument.
the NBKR's newly established credit Rating PA28: MS

registry.

Strengthening of the Deposit Protection System legal framework

Series DPO2, PA29: The government has Deposit protection is an important

1 approved and submitted to parliament characteristic that will strengthen
a draft of said law that aims to confidence in the banking system.
strengthen governance, coordination, = However, effectiveness will depend on
and operations of the deposit implementation.

protection scheme. Rating PA29: MS

Telecommunications

Series DPOT1, PA30: Adopt regulations setting Improving telecommunications is
2 out rules and procedures for authorized important, but these regulations are only a
telecommunications companies to very first step.
deploy cross-border Rating PA30: MU
telecommunications cables, to ensure
competition in the international
connectivity market and create time-
bound and transparent procedures.

Series 1, RI10: NBKR regularly collects
credit information from banks and
microfinance institutions and which
enhances supervision

Baseline (2014): No information
collected

Target (2017): Information collected

Actual (2017): Some information
tracked

Partly achieved

Series 1, RI11: Increased confidence in
banks as evidenced by an increase in
the ratio of deposits to GDP

Baseline (2013): 16%
Target (2014): (Nov.) 20%
Actual (2014): (Dec.) 25%
Achieved

Series 2, RI14: International internet
bandwidth indicator used by the
International Telecommunications
Union

Baseline (2013): 5,008 Mbps
Target (2018): 6,500 Mbps
Actual (2015): 12,700 Mbps
Achieved

Relevance of Results Indicator

Not only would it be important to
collect the credit information, but it
is also necessary to use it, which
began to occur.

Rating Series 1, RI10: S

This is an inadequate indicator
because many factors outside the
control of banking supervision affect
the demand for money and therefore
the ratio of deposits to GDP.

Rating Series 1, RI11: U

The indicator of internet bandwidth
measures neither access nor price.
However, it is a first step in
improving service.

Rating Series 2, RI14: MU

Source: Independent Evaluation Group analysis.
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Note: The DBI indicator was the number of days to register a business; DPO = development policy operation; EEU = Eurasian Economic Union; Gcal = gigacalorie; GDP = gross
domestic product; ICR = Implementation Completion and Results Report; kWh = kilowatt-hour; Mbps = megabits per second; MS = mostly satisfactory; MU = mostly unsatisfactory;
NBKR = National Bank of the Kyrgyz Republic; PA = prior action; PEFA = Public Expenditure and Financial Accountability; P| = performance indicator; Rl = results indicator; S =
satisfactory; som = Kyrgyz som (currency); U = unsatisfactory; VAT = value-added tax.

a. Index of the public’'s view on corruption in public services; index of public’s views of executive government and local government corruption; evaluation of state executive and local
bodies; and an index of the trust of citizens in the state.

b. A system for assessing food safety.

Table D.2. Prior Actions

Pillar Prior Actions for Series 1 DPL1 Prior Actions for Series 1 DPL2 Prior Actions for Series 2 DPL1

Pillar A: Improving Public Sector Governance

PA1(A): State Personnel Service has
completed the first round of verification
of asset declarations of civil servants in
political functions and submitted the
summary results to the government.

PA1(c): Submits the draft law on conflict
of interest to parliament

PA1: The adoption of an Anticorruption
Program and Action Plan for 2012-14
and established a framework for
monitoring its implementation

Anticorruption

Budget transparency and discipline

PA2: A protocol of cooperation was
adopted between the MoF [Ministry of
Finance] and the NBKR outlining the
responsibilities of each with respect to
the treasury, banking, and accounting
functions and the oversight of
payments/settlements, including the
financial and information security
controls for operation of the treasury
single account at the NBKR.

PA3: Government delegated authority to

approve a Unified Chart of Accounts to
the Ministry of Finance of the Kyrgyz

PA2(A): The government approved a
Regulation on Internal Audit Council
establishing the said council, adopted a
regulation on Financial Management and
Control in Budget Organizations, and
adopted ethical standards for internal
auditors in public agencies of the Kyrgyz
Republic.

Republic, and the Ministry of Finance of
the Kyrgyz Republic approved a Unified
Chart of Accounts.
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Pillar

Prior Actions for Series 1 DPL1 Prior Actions for Series 1 DPL2

Prior Actions for Series 2 DPL1

Transparency in public procurement

PA4: The government submitted to
parliament a revised draft budget code to
strengthen controls over nonallocated
funds in the treasure, eliminate
nontransparent reserve funds, and
advance the introduction of internal
audits and medium-term budgeting.

PA5: The prime minister requested an
amendment to the proposed budget
code that would require prior
parliamentary approval of the issuance of
sovereign guarantees.

PA6: The Ministry of Finance published a PA6(A): The government has approved
Public Procurement Report on the use of and submitted to parliament a draft of

PA6(B): Issues a regulation establishing
an Independent Complaint Review

the 2011 allocated budget. the public procurement law, and through Commission for public procurement

the Resolution “On Public Procurement

Department under the Ministry of

Finance of the Kyrgyz Republic,” has
strengthened the role of the public
procurement regulatory body within the

recipient’s Ministry of Finance.

PA7: Government adopted the Public
Procurement Development Strategy for
2012-14 in line with international best
practice
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Pillar

Prior Actions for Series 1 DPL1

Prior Actions for Series 1 DPL2

Prior Actions for Series 2 DPL1

Increasing energy sector transparency,
governance, and accountability

Public sector service delivery standards

Judicial reform

PA8: Government adopted an action plan
to enhance transparency, accountability
and governance in the energy sector,
including through: (i) carrying out annual
audits of financial statements of energy
companies following international
accounting practices and making the
audit reports public; (ii) setting up and
maintaining websites for the Ministry of
Energy, the Energy Regulatory
Department, and the energy companies;
(iii) ensuring transparent and competitive
procurement of fuel resources; (iv)
maintaining escrow accounts for power
export revenues for the National
Electrical Grid of Kyrgyzstan Joint Stock
Company and the Power Plants Joint
Stock Company; and (v) selecting the
general directors and executive bodies of
the energy companies based on
transparent and competitive procedures

No prior actions

PA9: A presidential decree has
established the Judicial Reform Council
and identified priorities for judicial
reform. The Judicial Reform Council
under the president approved a Strategic
Action Plan on reforming the judicial
system.

PA8(A): The Ministry of Energy and
Industry has issued an order, which aims
to increase the transparency of the
energy sector by requiring energy
companies to regularly publish on their
respective websites the following
information: (i) monthly balances of the
special accounts of EPP and NEGK and
transit accounts of Severelectro,
Vostokelektro, Oshelectro, and
Jalalabatelectro; (i) quarterly operational
and technical performance data of the
energy companies; and (i) annual
financial statements together with audit
reports.

No prior actions

PA9(A): The government has submitted
to parliament the draft of said program,
which aims to increase the financial
independence of the judicial sector.

PA8(B): Adopt a tariff-setting
methodology for heating sector
companies

PA8(C): Adopt a resolution that institutes
a new cash settlement mechanism
among electricity generation,
transmission, and distribution companies,
which ensures that cash allocations are
automatic and consistent with the tariffs
approved by the Regulatory Agency of
the Fuel and Energy Complex

PAB8(E): The State Regulatory Agency of
the Fuel and Energy Complex adopts a
Performance Reporting and Monitoring
Framework for the heating sector

PA14: Adopt service delivery standards
for at least 90 public services, including in
the key areas of public education, social
security and employment, and ID services
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Pillar

Prior Actions for Series 1 DPL1

Prior Actions for Series 1 DPL2

Prior Actions for Series 2 DPL1

Pillar B: Private Sector Competitiveness

Business start-up and operations

Access to finance

Business inspections

Reinforcement of the NBKR supervisory
function and enhancing financial sector
stability

Strengthening of the Deposit Protection
System legal framework

PA10: Government containing: (i) a
checklist for registry offices to clarify on
what basis a registration application for
the establishment of a business can be
rejected, and (ji) instructions that
applicants will receive on the first
submission of all requests identifying
what additional information is required

No prior actions

PA11: Government introduced
transparent, risk-based criteria for
planning and conducting business
inspections and has developed a risk-
based inspections coordination module
(Kontr Pro 3) within the MoE [Ministry of
Economy], including a database of
businesses subject to inspection

No prior actions

No prior actions

PA12: The government, through “On
Draft Law of the Kyrgyz Republic on
Introducing Amendments to the Law on
Joint Stock Companies of the Kyrgyz
Republic,” has submitted to parliament a
draft of said law that aims to strengthen
the responsibilities of members of
management bodies.

PA11(A): The government has
operationalized the single automated
database for inspections of businesses
(Kontr Pro 3) in the Ministry of Economy
and six inspectorates in the city of
Bishkek that aims to reduce the burden
of inspections on businesses.

PA12: The National Bank of the Kyrgyz
Republic has strengthened bank
reporting to support the functions of the
NBKR's newly established credit registry.

PA13: The government has approved and
submitted to parliament a draft of said
law that aims to strengthen governance,
coordination, and operations of the
deposit protection scheme.

PA11(B): Amend the Resolution on
Improving Risk Criteria for Inspections to
allow for less frequent inspections for
entities with lower levels of risk
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Pillar Prior Actions for Series 1 DPL1 Prior Actions for Series 1 DPL2

Prior Actions for Series 2 DPL1

Tax administration and policy No prior actions No prior actions

Telecommunications No prior actions

PA15: Submit to parliament amendments
to the tax code abolishing sales taxes for
exporters

PA16: Submit to parliament amendments
to the tax code to streamline VAT
administration by eliminating paper-
based VAT invoicing and assigning a
range of numbers for invoicing and
introduce simplified procedures for VAT
refund for trustworthy taxpayers

PA17: Adopt regulations setting out rules
and procedures by which authorized
telecommunications companies can
deploy cross-border telecommunications
cables, to ensure competition in the
international connectivity market and
create time-bound and transparent
procedures

Sources: World Bank 2013b, 2014d, 2016.

Note: DPL = development policy loan; EPP = electric power plants; NBKR = National Bank of the Kyrgyz Republic; NEGK = National Electric Grid of Kyrgyzstan; PA = prior action; VAT

= value-added tax.
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Table D.3. Results Indicators and Associated Prior Actions

Results Indicators Associated PA Baseline/Target Actual Outcome
Pillar A: Improving Public Sector Governance: Series One, DPO1 and DPO2
RI1: Worldwide Governance Indicator for control of corruption PA1, PA1(A), PA1(B), IT1 Percentile rank: 2014:11.5 Not achieved
Baseline (2011): 9.95
Target: (2014): 15
RI2: Composition of expenditure compared with budget PA2, PA3, PA4, PAS5, PA6 PEFA (PI-2) 2014: D+ Not achieved
Baseline (2009): C
Target (2014): B
RI3: Increase in the effectiveness of internal audits PA2(A), PA3, PA4, PAS PEFA (PI-21) 2014: C Achieved
Baseline (2009): D
Target (2014): C
RI4: Public Procurement Report shows increased compliance with PA6, PA6(A), PA6(B), PA7, Baseline (2011): No information 2014: Information  Achieved
the public procurement law through information provided IT2 provided was made
Target (2014): Information available available
RI5: Key performance indicators and decisions of the power PA8, PA8(A), PA8(B), Baseline (2011): No disclosure 2014: Disclosed Partially
sector are disclosed regularly PA8(C), IT4 Target (2014): Indicators disclosed but not regularly  achieved
RI6: Increase in the budget of the judiciary
Pillar B: Strengthening Private Sector Competitiveness: Series One, DPO1 and DPO2
RI7: Reduction in the DBI Baseline (2011): 20 days 2016: A decline of Achieved

RI8: Strength of investor protection index in the DBI

RI9: Risk-based inspection by MoE [Ministry of Economy] and
pilot agencies reduce inspection burden

Target (2014): Decline of 10 days
Baseline (2011): Score of 7
Target (2015): Score of 8

Baseline (2011): No risk-based
inspections

Target (2014): Risk-based inspections

14 days
2015:6.3

2014: Risk-based
in a pilot

2017: Risk-based
countrywide

Not achieved

Achieved
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Results Indicators Associated PA Baseline/Target Actual Outcome
RI10: NBKR regularly collects credit information from banks and Baseline (2011): No record of multiple By 2016, most Partly achieved
microfinance institutions and enhances supervision loans to a single borrower from multiple

RI11: Increased confidence in banks as evidenced by increasing
deposits to GDP ratio

Pillar A: Improving Public Sector Governance: Series Two, DPO1

RI1: Percentage of declarations of personal interests of public
officials verified by the Commissions on Ethics to identify
potential conflicts of interest

RI2: Competition, value for money, and controls in public
procurement PEFA (Pl 19) score

RI3: Graft index (that is, the number of reported bribes as a share
of the number of reported transactions) in key public service
areas®

Rl4: Cash collected per kWh of power supplied to the domestic
market

RI5: Cash collected per Gcal of heat generated by the Bishkek
Central Heating Plant

RI6: Disclosure of quarterly key performance indicators for the
heating sector

Pillar B: Strengthening Private Sector Competitiveness: Series Two, DPO1
RI7(a): Export sales tax rate

RI7(b): Number of firms with certified HACC

RI7(c): Number of firms included in the EEU register of FBOs and
allowed to export to the EEU

different lenders

Target (2014): Multiple loans tracked
Baseline (2013): Deposits to GDP 16%

Target (end 2014): 20%

Baseline (2016): 0
Target (2018): 15%

Baseline (2014): B
Target (2018): B+
Baseline (2016): 21%
Target (2018): 10%

Baseline (2015): 0.61 som/kWh
Target (2017): 0.97 som/kWh

Baseline (2015): 394.5 som/Gcal
Target (2017): 584 som/Gcal

Baseline (2015): no
Target (2018): yes, as of 2017

Baseline (2016): 2% on goods,
3% on services

Target (2018): 0%

Baseline (2016): 9

Target (2018): 20

Baseline (2016): 9

Target (2018): 20

borrowings were
tracked.

End 2014: 25%

End 2018: 0

End 2018: B+

Alternative
measures show
this was achieved.

End 2017: 1.06

End 2017: 847.4

End 2017: Yes

End 2018: 0%

End 2018: 20
End 2018: 43

Not achieved

Achieved

Achieved

Achieved

Achieved

Achieved

Not achieved

Achieved
Achieved
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Results Indicators Associated PA Baseline/Target Actual Outcome
RI8: Share of VAT refunds processed through the “green Baseline (2016): 0% End 2018: 21% Partially
channel” achieved

RI9: Share of firms filling reports on social contributions to State
Tax Service

RI10: Share of firms inspected annually by the Sanitary
Department

RI11: Number of firms from which feedback on inspections has
been received

RI12: International internet bandwidth indicator used by the
International Telecommunications Union

Target (2018): 25%
Baseline (2014): 0%
Target (2018): 50%
Baseline (2016): 31%
Target (2018): 50%
Baseline (2013): 0
Target (2018): 500

Baseline (2013): 5,008 Mbps
Target (2018): 6,500 Mbps

End 2018: 6.4%

End 2018: 20%

2017/2018: 58

2015: 12,700

Not achieved

Not achieved

Not achieved

Achieved

Source: Independent Evaluation Group.

Note: DBI indicator = number of days to register a business; DPO = development policy operation; EEU = Eurasian Economic Union; FBO = food business operators; Gcal =
gigacalorie; GDP = gross domestic product; HACC = Hazard Analysis Critical Control; IT = information technology; kWh = kilowatt-hour; Mbps = megabits per second; NBKR =

National Bank of the Kyrgyz Republic; PA = prior action; PEFA = Public Expenditure and Financial Accountability; Pl = performance indicator; Rl = results indicator; som = Kyrgyz som

(currency); VAT = value-added tax.

a. The Graft Index was not calculated beyond 2015. Four alternative measures are an index of the public’s view on corruption in public services, an index of the public’s views of
executive government and local government corruption, evaluation of state executive and local bodies, and an index of the trust of citizens in the state.
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Appendix E. Borrower Comments

KBIPI'BI3 PECITYBJIHKACBHIHBIH

MHHHCTE
OHHAHCBHI MUHHCTRIHTH o o ALYOO

KBIPI'BI3CKOH PECITVBIIHKH

MINISTRY OF FINANCE OF THE KYRGYZ REPUBLIC

720040, Besuivex xu. Ipmvex Gynnsaput, S8 720040, Bishkek city, Erkindik ave. 5§ 720040, 1 Buuwex Gymsap
Tesedam: «9%(:11:) 66-18-70 Telephone: +996 (312) 66-18-70 Tmﬂfwzy(muml;’o“ *
Daxc: +996 (312) 66-16-45 Fax: +996 (312) 66-16.45 Dawc: +996 (312) 66-16-45
www, minfin. gov kg www.minfin.gov.kg www.minfin.gov kg
e-mail: minfingbminfin kg e-mail. minfin(@minfin.| c-mail: minfinf@menfin kg
e (Gocmmerine) 440201 1101100403 C/A (budget) 440201 1101100403 Ak (Grommeninei) 440201 1101100403
Ve (aenowerTig) “020! 1103042221 C/A (deposit) 440201 1103042221 ac (zemomrmunhl) 480200 1103042221
Bank: BopGopayx xanama BHK 440001 Bank: Central treasury BIK: 440001 Fas: Henrpanasoe xamsaciicrso THK 440001
HYPK 31287716 HCHOJGIIM!IIMN 5 IT™M (2611202110014 OKIIO 31287716 HHH 02611202110014

M —db 08 Ll Ll -L 0T

Oduc Beemnproro banka
B Kuipronexoii Pecny6.ne

Munucrepetso dunakcon Kuprusckoil PecnyGankn (anee — MHHECTEPCTBO) BRIpaKacT
csolo Gnarogaprocts oducy Beemupuoro Ganka 8 Ketprencxolt Pecnybanke (aanee - BB) 3a
oxalkIBaeMoe coaciicTane u passuTii Kuprocxoit Pecrybmuxn.

MHHCTEPCTBO, NIOBTOPHO PACCMOTPEB 1ebMO o 21 MapTa 2022 roxa roja coobuiaer,
410 3aMevannii x otyeTy 06 onenke sddekTusrocTH npoexta no «Onepauuy I-11 (IDA - 54780)
(IDA - 52880) no noautike nporpammuoro passuris H Oncpauns (IDA - 58660) mo
paspa0oTKe NpOrpaMMLl IOCYAApCBTCHHONO  YNpAaBICHHS # KOHKypeHTocnochnocTa»  He
HMECTCH.

[Moss3ysics CAYMacM, MHHHCTEPCTBO XOTeNO OBl 3aCBHACTCALCTBOBATL CBOC BRICOKOS
yswxenne BB, sripaiaet GAaroaapnocTs 3a OKAIBBACMYIO CTPaHe NOMOULL, W HAICCTCH Ha
nansiefimee NIOAOTROPHOE COTPYAHHYCCTBO.

JAMECTHTENL MEIHCTDPA qu[la.gm_\@\o P.C. Taruxos

ymc
Hen, AMyxkanGeron
T. 62-53-13 (2221)

010097
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Ministry of Finance of the Kyrgyz Republic

Reference number 16-2/5909
May 24, 2022

Attn. of: World Bank Country Office
In the Kyrgyz Republic

The Ministry of Finance of the Kyrgyz Republic (hereinafter referred to as the
Ministry) expresses its gratitude to the World Bank Office in the Kyrgyz
Republic (hereinafter referred to as the WB) for its support to the development
of the Kyrgyz Republic.

The Ministry having reconsidered the letter dated March 21, 2022, reports that
there are no comments from our side to the performance evaluation report to
"Operation I-11 (IDA - 54780) (IDA - 52880) on program development policy
and Operation (IDA - 58660) on development of state administration and
competitiveness program".

The Ministry would like to take this opportunity to convey its high consideration
to the World Bank and expresses its gratitude for the continued support to the
country development. We are looking forward to our future fruitful cooperation.

Deputy minister /Signed/
R.S.Tatikov



